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A. lüew features and the role of the System of lllational Accounts
The 1993 SNAembodies many new features. Many of the import-
ant ones can be summarized as aspects of updathg, clarifying and
simplifyhg, and harmonizing.
With respect to updating, economies have evolved in the 25
years since the 1968 SNA was published. Inflation has been
a central policy concern. The role of government has changed
in many countries, notably those now moving toward market
economies. Service activities, especially business services
such as communications and computing, have taken on in-
creasing importance. Financial institutions and markets have
become increasingly sophisticated, and financial instruments
have spawned numerous hybrids. The environment's interac-
:ä:tth 
the economy has become a major and growing con-
fire 1993 SNA is responsive to these and other changes in the insti-
tutions and policy concerns of the world's economies in a number
of ways.
It provides a separate ascount to record the revaluation of as-
sß, a key impact of inflation. It also splits the holding gains
recorded therc into gains due to changes in the general level
of prices and gains due to changes in relative prices.
It defines the aggrcgate actual final consumption for house-
holds, government, ild non-profit institutions serving house-
holds. This aggregaüe sheds additional light on government
activity.
It describes the heahnent of services when their distinctive
characüeristics affect their recording in the accounts.
inüernational organizations considcrthe 1993 SNAand its concepts
when th"y review standards for particular fields of economic statis-
tics and endeavour to achieve consistency with the 1993 SNA.
As another step in the evolution of national accounting, the 1993
SNA sucoessfully maintrains the proven shengtt" of the previous
System2 while satisfying the Statistical Commission's mandaüe to
update the previous System to fit new circumstances, to clarify and
simplify it, and to harmonizn,itmore completely with other interna-
tional statistical standards.
It establishes criteria for the delineation of the financial cor-
porate sector and for the classification of financial instru-
ments in light of the many innovations in this field.
It has opened toward environmental accounting in defin-
ing the asset boundary, in the classifieation of assets, and
in other ways.
With respect to clarifying and simplifying, the 1993 SNA is meant
to be applicable to economies that arc incrcasingly complex or
changing in other ways, but it aims to simplify the work of the eso-
nomic accountant. First, it recognizes the wide range of conditions
and institutional arrangements that may be found in developed and
developing countries and in newly emerging market economies.
Secondln it provides the rationale for the treabnents applied so that
@onomic accountants cian, by extension, decide on tneaünents for
new conditions and institutional arrangements. Ratures ofthe pub
lication itself that aim tro help national accountants and otlrerreaders are
d€scribed below in the "Reader's gui&".
In addition to this general approach, the 1993 SNA provides clari-
fication on a number of specific issues. By identiffing the princi-
ples, it reduces the seeming complexity of such a comprehensive
system. For example:
It identifies the rules of accounting-the principles of valua-
tion, time of recordirg, and grouping by aggregation, netting
and grossing-in a separate chapter.
It clearly states that illegality itself is not a raason for exclu-
sion ftom the accounts.
It recommends a heaünent fo,rtaxes ofthe valued-aüed type,
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The System of National Accounts 1993 (1993 SNA) represents a
major advance in national accounting. Adoption of the 1993 SNA
was unanimously recommended to the United Nations Economic
and Social Council by its Statistical Commission at its twenty-sev-
enth session, held in New Yorkfrom Z2Rebnnryto 3 tvtarch 1993.1
In its resolution 1993/5 of 12 July 1993, the Council recommends
that member Staües consider using the 1993 SNA as the interna-
tional standard for the compilation of their national accounts statis-
tics, to promote the integration of @onomic and related statistics,
as an analytical tool, and in the international reporting of compara-
ble national accounting data. The Council further t@ommends that
xffitl
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which have been introduced in a number of countries since
the 1968 SNA.
It recommends a treatment to be applied under official multi-
ple exchange-rate systems.
It recommends that annual chain indices be used to compile
an integrated set of prices and volume measures consistent
with the concepts and accounting principles of the SNA (and
that fixed base indices be used when the volume measures
have to be additively consistent).
Finally, the 1993 SNAembodies the result of harmonizing the SNA
and other international statistical standards more completely than
in the past. The result, as of 1993, is most obvious for the balance
of payments because, while working on the revision of the SNA it-
self, the International Monetary Fund was also revising ig Balance
of Payments Manual. Futrue readers will note that not only defini-
tions, but even passages describing the concepß, are often the same
in the two texts. Future Fund publications will show the greater har-
monization between the SNA and the Fund's government finance
and financial statistics. The SNA and the International Standard In-
dustrial Classification (ISIC, Rev.3) were brought together in that
the definitions of kinds of activities and of statistical units are the
same. with respect to population and related measures, the SNA
and the International I-abour Organisation (ILO) will use the same
production boundary and the same key definitions, such as the def-
inition of employment. Further, the 1993 SNAnotes and makes use
of the distinction between the informal and formal sectors so that
when the ILO has completed work on criteria for distinguishing the
two, they can be used in conjunction with other breakdowns in the
SNA.
In such a vast undertahng, it was, of course, impossible to satisfy
the definitions and treatments preferred by all countries on all sub-
jects. Reservations were expressed in the Statistical Commission
on several topics: the treatment of research and development ex-
penditures as current and of mineral exploration as capital; the ex-
clusion of rent on buildings owned and occupied by government
and non-profit institutions serving households; the treatment of ar-
maments as current expenditures; the degree of detail with which
the production accounts for households are presented; the need for
the distinction between actual final consumption and final con-
sumption expenditure; and lack of identification of "consumer"
subsidies. Nevertheless, the Commission felt that a satisfactory bal-
ance had emerged and that the draft adequately represented a gen-
eral consensus on most issues. (See the discussion of the research
agenda in the section below, "Perspectives on the 1993 SNA: look-
ing back and looking ahead".)
The adoption of the updated, simplified and clarified, and more
completely harmonizndsNA is one of the most important events in
the field of official statistics in the past 25 years. That its adoption
is so regarded is a reflection of the comprehensiveness of its cover-
age and the breadth of its applicability. Four points may be made
about these features to highlight the role the SNAhas come to play:
The 1993 SNA provides a comprehensive view of an economy
It shows the esonomic behaviour of the economy's partici-
pants, their interrelationships and the results of their eco-
nomic activity. It completes the integration of balance sheets,
thus providing a full picture of the resources at the economy's
disposal. It consolidates information on some important ele-
ments of the economy-for example, population and labour
force, price and volume measures and purchasing po*er par-
ities-that previously had been separate.
The lgg3 SNA is expected to provide guidance
for national accounts almost universally
From the outset of the revision, it has been the express wish
of developing countries that one frameworkbe devised to be
applicable to developed and developing economies alike. By
the early 1990s, most of the countries with cenhally planned
economies that previously used the System of Balancesofthe
National Economy (often called the Material Product Sys-
tem, or MPS) had announced their intent to move to the SNA.
Throughout the revision, efforts had been made to harmonize
MPS and SNAconcepts and definitions, and in the final years
special efforts were made to include explanations and clarifi-
cations that would ease these countries'move to the SNA.
The 1993 SNA recognizes the need for f lexibi l i ty
It incorporate flexibility as the means of facilitating interna-
tional comparisons and of encouraging the use of SNAin econ-
omies that differ widely, given that analytical requirements and
data availability will dictate the varying emphases as matters of
national statistical policy. As one aspect of flexibilitS the 1993
SNAprovide a classification system and an accounting fiame-
work that may be used at different levels of detail. The 1993 rc-
port suggests how satellite accounts can be used to present
concepts that are additional to or that differ from those in the cen-
hal framework It slrows how altemative classifications, in the
ftamework of a social accounting matrix, augment the tools for
analysing poverty and other social concerns.
The 1993 SNA reinforces the central role of national ccounts insta-
tistics
National accounts serve as a framework for statistical sys-
tems and as a point of reference in establishing standards for
related statistics. In one dimension, harmonization, such as
between the SNA and the balance of payments, makes effi-
cient use of statistical resources in both countries and interna-
tional organizations. It also increases the analytical power of
the statistics available to the variety of users. Analytical
power was a prime focus in the SNA s opening toward theen-
vironment, and developmental work is proceeding in recog-
nition of the usefulness of having integrated economic and
environmental accounting. In another dimension, the SNA
will be the basis for elaborating national accounts for groups
of countries, as evidenced by the expected consistency of the
revised version of the European Communities'system of ac-
counts with the SNA.
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Perspectives on the | 993 SNA: looking hack and looking ahead
With the 1993 SNA, significant advances in national accounting
have been achieved. The significance of these advances is best ap-
preciated in light of some historical background, provided in the
A. Looking back
From a historical perspective, the content of the 1993 SNA and the
review and revision process reflect the broadening of the experi-
enoe and expertise underlying the SNA, the increasing harmony be-
tween the SNAand other international statistical standards, and the
changing research agenda.
The history of the SNAcombines two threads-the development of
national accounting and the "internationalization" of statistical
concents. The accounting history is too broad a topic to cover com-
prehensively. Instead, tpference will be made to several "devetop-
ment indicatots", including the scope of the accounting structure,
the number of countries reporting national accounting statistics in-
ternationally and the availability of practical guides. The interna-
tionalization history in turn, encompasses two concerns rclevant to
the SNA-the comparability of economic statistics and the devel-
opment of international standards and guidelines. These two
threads will be traced by referring to official documents such as
those of the United Nations Statistical Commission and publica-
tions of international organizations.
Forerunnerr of the System Jllational Accounts
Official interest in the comparability of economic statistics dates
back at least to 1928. In that year the l-eague of Nations held an In-
ternational Conference Relating to Economic Statistics to encour-
age the compilation of such statistics and the adoption of uniform
presentation methods. The Final Act of the Conference stated that
international comparability should be a goal, especially among
countries with sophisticated statistical systems. It urged countries
to consider extending the scope of official statistics to facilitate
compilation of national income estimates at regular intervals.
Considerable impetus was given to the work on national income by
the Great Depression of the 1930s, on the one hand, and by devel-
opments in macro-economic theory, on the other. In 1939 the
lrague of Nations first published national income estimates. A
table in its annual World Econonric Surttey shows estimates for all
or part of the perid 1929 to 1938 for 26 countries, Estimates for
first section below. the second section discusses a nesearch agenda
which loolcs ahead to the SNA s continuing evolution in the futtue.
about half the countries were compiled as official estimates, and es-
timates for the rest as academic or other private studies.
In the same yffir, the Committee of Statistical Experts of the Irague
of Nations recognized the need for guidance in the measurcment of
national income. The Committee, which viewed its general task as
improving statistics and incrcasing their comparability, was already
conducting work on several kinds of statistics-for example, indi-
ces of industrial prduction, housing, international trade and bal-
ance of payments. Because a number of countries were compiling
statistics on national income but were using different methods, the
Committee decided, in accordance with the 1928 Confercnce, to
add the measurement of national income to its work progranrme.
The years immediately following this decision werc eventful in the
field of national accounting. A growing recognition of the useful-
ness of national income estimates to fiscal and @onomic policy-
making-especially for war-time mobilization in some
countries-strengthened official interest in the field. Although in-
ternational comparability of the reported estimaües was not the
focus of the most intense work, that goal was kept in sight. For ex-
ample, in 1944 and 1945, representatives from the United States of
America, Canada, and the United Kingdom of Great Britain and
Northern lreland discussed the problems of international compara-
bility. The result was the first international agreement on the con-
ceptual methods and presentation of national estimates.
As the Second World War ended there was an immediate need for
comparable measures of national income as a basis for apportioning
the expenses of international organizations. To help address this
need, the Sub-Committee on National Income Statistics of the
Irague of Nations Committee of Statistical Experts was formed.
Consisting primarily of experts who were directing the compilation
of national income and related estimates in countries of Europe,
North America and Australia, the Sub-Committeemet inDecember
1945, working from a memorandum prcpared by Richad Stone.
The origins of the SNA trace back to the Sub-Committee's Epofr,
published in 1947.1 The Sub-Committee hoped, according to the
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prcface, that the guiding principles and necommendations in the re-
port and its appendix would be applied to the widcst possible extcnt
in each country in the computation of national income and rclatcd
accounts in order to secure greater international comparability than
in the past.
The 1947 report and its appendix, *Definition and measurement of
the national income and related totals', by Richard Stone, showed
how to obtain national income and gross national product by select-
ing and combining the elementary transactions of an economic sys-
tem and how to display the int,erdependence of thesc transactions.
This approach, then called the social accounting approach, con-
trasted with an approach that focused on building up a single toüal,
such as national income. It was viewed as a logical development of
current work in the field and became the foundation for ftuttrer
work.
The report recommended a set of nine tables to present national in-
come statistics. This set, adapted from the more detailed set of ac-
counts outlined in Stone's appendix, was viewed as having great
utility in practical economic analysis and as being capable of esti-
mation. It featured the derivations of, and relationships among, an-
alytically important income, expenditure, capital formation and
saving aggregates. The set of 24 accounts in Stone's appendix was
based on an underlying structure of current accounts (operating and
appropriation) and capital accounts (capital and reserve) for five
sectors-productive enterprises, financial intermediaries, insur-
ance and social security agencies, final consumers and the rest of
the world. Reflecting most of the experience to that time, the ac-
counts were based on a model of an advanced industrial economy
in which transactions in money dominated.
One chapter of the report, "statistical sources and practical
problems of implementation", included an item-by-item survey
of the procedures then in use to prepare estimates for the nine
recommended tables. Reference was made to publications in
various countries for more detail.
The 1953 SNA
Experience in national accounting accumulated rapidly in the early
post-war years. Totals and breakdowns by industry of origin, type
of income and category of expenditure provided essential infoffna-
tion for the analysis of current economic trends, inflationary or de-
flationary tendencies, effects of foreign aid and, in general, factors
that determine the level of employment and economic activity.
These statistics were increasingly useful for studies of economi-
cally under-developed countries, where estimates of income by in-
dustry of origin and of capital formation were of special
importance. By 1950 the United Nations Statistical Office was able
to assemble estimates from country sources, for National Inconte
Statistics, 1938-1948, for several years from 4l countries. Half of
these estimates were published in country publications within l2
months after the close of the year to which they referred. These es-
timates included the 13 sets that were prepared by countries that
were using the social accounting approach.2
In Europe, the national accounts scrved as a ftamework for infor-
mation about economic conditions and performancc that was usod
to administer post-war aid and encourage economic grorvttr. fiie
Organisation for European Economic Co-operation (OEEC), in
1950, published a set of accounts prepared by its National Accountrs
Rescarch Unit, a unit sct up to promote comparablc national ac-
counts statistics among qember countries.3 This set of accounts
was used to prepare a series of country studies, which provided a
test of itrs practicability and convenience. This experience, sup
portd by comments and furttrer rcsearch, was the basis for /
Snndardised System of Natiorlo,l Acconnts,4 published in 1952.
The stated objectives were, first, to present a sct of standard tables
displaying the basic national accounting information that experi-
ense had shown to be useful in economic description and analysis
ü{ sccondly, to relate the entries in the tables in an articulatcd sys-
tem of accounts and to define these entries and provide classifica-
tions for them. The Standardised System included for the first time
detailed classifications of the main items of the accounts-for ex-
ample, consumers' expenditures.
Meanwhile, the Statistical Commission of the United Nations rsc-
ommended continued work toward a uniform reporting basis forthe
wider group of United Nations members. It stressed the need for es-
tablishing international standards as quickly as possible, and in
l95l it allocated high priority to this work. An expert group ap-
pointed by the Secretary-General of the United Nations met in 1952
in New York to formulate a standard System. The result was the
1953 report/ Systent of NationalAccounts and SupportingTables.s
The 1953 report presented a set of six standard accounts. They were
based on an underlying structure of production, appropriation, cap-
ital reconciliation and external transactions accounts for three basic
sectors-enterpriSs, households and private non-profit institu-
tions, and generat government. The entries were arranged and con-
solidated so that each of the six standard accounts related to one of
the familiar and important aggregates, such as national income. A
set of 12 standard tables presented details and alternative classifi-
cations of these flows in the accounts. Compared to the presentation
in the 1947 report, the 1953 accounts were further elaborated with
respect to capital transactions.
The preface to the 1953 report noted that the concepts and defini-
tions and the tables of the 1953 system were applicable to most
countries: "The purpose of this report ... is to set out a standard na-
tional accounting system in order to provide a framework for re-
porting national income and product statistics which is of general
applicability." This objective was ambitious; in fact, some coun-
tries, in commenting on the 1953 report, questioned the appropri-
ateness of establishing international standards in the field at the
time.
Unlike the 1947 system, the 1953 system explicitly took the needs
of developing countries into consideration. For example, the report
noted that the separation of households from enterprises and the in-
clusion of production for home consumption in total product were
major practical problems for developing countries. Accordingly,
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the report attempted to provide clearly defined rules for drawing the
production boundary. Further, one of the l2 standard tables, show-
ing the receipts and disbursernents of the rural sector, was designed
to provide developing countries with a separate accorurt for a part
of the economy in which non-monetary transactions play an im-
portant role.6
The 1953 report recognized the importance of harmonizing inter-
national statistical standards. Specifically, it recognized that the in-
ternational guidelines on economic and financial statistics and on
national accounts should be consistent and well integrated. It noted
the care that had been taken in drawing up the SNA to ensurc con-
sistency with definitions and classifications used or recornmended
by others, notably the lnternational Monetary Fund on international
transactions and the OEEC.
The first chapter of the 1953 report was on the development and
uses of national accounting. The outstanding use of national ac-
counting statistics had been in connection with public policy. Coun-
tries that rely mainly on monetary and fiscal measures find national
accounts useful because they provide a systematic framework for
assessing the probable course of economic development and the ad-
justments needed in government policy. Countries, both developed
and developing, that apply national budgeting-that is, the match-
ing of supply and demand of productive resources and their fi-
nance-also can use a national accounts framework. Different
claims on the productive system can be coordinated to meet certain
general requirements, such as the stability of the economic system
as a whole, which cannot be taken into account if each claim is con-
sidered in isolation.
In discussing the development of national accounting, the first
chapter noted that efforts to systematize the increasing amount of
economic information had led to distinct but partially related sets
of statistics: national income and product, input-output, financial
flows, balance sheets, and prices and quantities. It was viewed as
unlikely, however, that these investigations, which had been done
primarily for individual countries, would lead at that time to the
construction of comprehensive accounting systems that embraced
all the available statistics. Further, given the practical needs and re-
sources, the construction of such a system was not an immediate ob-
jective for economic statisticians.T
The researoh agenda: a case study
One of these areas of statistics-prices and quantities, specifically
constant-price measures-provides a case study of how a topic on
the research agenda moves through the research and consensus-
building stages to incorporation in international standards and
guidelines. Constant-price measures are used as the case study be-
cause a high priority was assigned to this item on the research
agenda. One indication is that a long paragraph placed prominently
in the preface acknowledged that the 1953 report was confined to
accounts in current money terms and recognized the need for con-
stant-price measures.
Earlier, National Income Statistics, 193&I948had included a sec-
tion entitled "lntertemporal comparisons of real national income"
in its chapter on conceptual problems. fire section stated that for
many purposes, particularly in periods of rapidly rising or falling
prices, there was a need for statistics adjusted for fluctuations in the
price level. An appendix presented national income in constant
prices for 17 countries, noting that the methods used differed
widely. It concluded that the series then published could be used for
comparing intertemporal changes among countries "only with res-
ervations".
In 1952, the OEEC, referring to workon accounts in currcntmoney
values as the first stage of national accounthg, had begun research
on comparisons over time. The foreword to a 1956 report, a product
of that research, said that, although substantial agreement on eon-
cepts and methods had emerged from two conferences of national
accounts experts in 1952 and 1955, *opinion and practice had not
yet reached the point which would make the adoption of interna-
tional standards practicable".S
Work by the United Nations led to a report to the Statistical Com-
mission in 1957.'By the mid-1950s, many countries were poduc-
ing constant-price nationat accounts measures. They still differed
widely, however, in scope and quality. The report was based on a
survey of country practices but went beyond practice; it attempted
to define a system of quantity indexes-including quantity indexes
for non-commodity flows-drawn up within a comprehensive, but
abridged, SNA framework. CharactenzeÄ as tentative and explor-
ator/, the report noted the ongoing nature of the work and refened
to the upcoming ( 1959) conference of the International Association
for Research in Income and Wealth. That conference included a ses-
sion that was described on the jacket of the volume containing the
publish"d p"p"F as "the highly controversial subject of national ac-
count deflation, which created lively discussion".
Lively discussion apparently continued into the 1960s. A draft
of the proposals for revision of the SNA circulated in 1965 fo-
cused, in about 25 paragraphs, on constant-price measures of
product flows. By 1967, widespread discussion-including
three regional working groups devoted to national accounts at
constant prices-led to a doubling in the number of paragraphs.
TWo new sections provided practical rules in specifying prices
and quantities (for example, dealing with variations in quality
and seasonal variation) and numerical illustrations. Foreshad-
owing the next section of this historical perspective, by the time
of publication in 1968, the number of paragraphs had doubled
again. A new section included a more explicit distinction be-
tween the approach of decomposing value into price and quan-
tity to obtain constant-price measures and the approach of
selecting a "basket" of items in terms of which to obtain pur-
chasing power measures. It prominently explained why the results
of obtaining quantity indexes within a balancing set of accounts-
production, consumption and accumulation for a closed economy,
much less with an external account-were not useful.
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Subsequent editionr
Subsequentln two slightly modified edilions of the 1953 SNAwene
published. The second edition, published in 1960, rcflected com-
ments, invited by the Statistical Commission, on country experi-
ence in applying the 1953 sNA. A rcview of these comments in
1956 had led the Commission to conclude that, although no major
changes were needed immediately, several minor modifications
were needed to maintain or improve comparability with related in-
ternational standards and to introduce clarifications and other ad-
justments. The Commission asked that proposals for amendments
be formulated; most of the proposals were formulated by the United
Nations jointly with the lnternational Monetary Fund and OEEC at
a meeting in 1956.
In looking toward a major review later, the 1958 Statistical Com-
mission expressed the hope that a wider system could be estab
lished that would take account of the very considerable experience
in the field by countries with planned economies. Such a syst€h,
' the Commission noted, should also consider the differing require-
mentrs of countries at various levels of development, and for this
purpose the system would need to be flexible.
The 1960 publication seems to reflect some move during the 1950s
toward a more extended system; it was envisaged that the SNA
would be extended at some future date to include, firct, flow of
funds and input-output tables and, as a longer-term objective, bal-
ance sheets. Countries were either already preparing or were con-
sidering preparing these extensions, and it was recognized that
eventually international guidelines would have to be established.
The third edition of the 1953 SNA, published in 1964, improved
consistency with the International Monetary Fund's Balance of
Payments Manual, cotrected or clarified the text at several points
and updated references to other international guidelines.l0
Manuals and the questionnaire
In the 1953 report no attention was given to the statistical problems
of compiling and measuring the items entering the accounts. For
help on practical problems, reference was made to other reports that
the United Nations intended to issue in the future. In 1955, the
United Nations completed a provisional manual on methods of es-
timating national income.l I It was prepared with the needs of de-
veloping countries especially in mind. Even before the 1953
SNA, which was the basis for the exposition of methods, the Sta-
tistical Commission had repeatedly expressed interest in a re-
port of this nature.
Using the 1953 SNA as a basis, the United Nations developed a
questionnaire to be sent to member countries to collect national ac-
counts information on a regular, systematic basis.l2 Tte question-
nairc requested estimates for nine of the standard tables and
information about differences between the country estimates and
the SNA. The responses, supplemented by information from coun-
try statistical offices and publications, were publish"d, b"ginning
in 1958, in the Yearbook of National AcconrttsSrarisrics.13 Ttre first
Yearboo& showed national accounts statistics for 70 countries and
t,erritories.
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Even as the third edition was b"ing published, the United Nations
convened an expert group to make proposals for the extension and
revision of the SNA. The expert group met for two weeks in 1964,
basing its discussion on a draft paper prepared by Richard Stone and
supplementary papers on selected aspects prepared by the Unitd
Nations and the Organisation for Economic Co-operation and De-
velopment (OECD). The document produced after the meeting was
the basis fordiscnssion by working groups of national statistieal au-
thorities within the United Nations rcgionat commissions and by
the Statistical Commission. In addition, there werc rounds of dis-
cussions in the International Association for Research in Income
and Wealth and in similarregional associations. Aseconddocument
was prepared as a result of these discussions and further study; it
was considered by the expert group at its second session in 1966
and by the Statistical Commission. Subsequently, the regional
working groups considered national accounting at constant prices
and income distribution statistics, and studies were made of input-
output and otherselected aspects. Athird document was considered
by the expert group at its third session in 1967 and submitted, along
with the expert group's conclusions, to the Statistical Commis-
sion.l4 tn 1968 the Statistical Commission approved a revised
sNA.15
The introduction to the 1968 SNAreported that two developments
since the 1953 SNAhelped make the new SNApossible and, at the
same time, made it necessar)r, if international standards were to
k""p pace with work going on in countries. The first development
was theelaboration and development ofnational accounting. Along
one line, more detail was being added to the accounts to respond to
the growing needs of economic analysis; in the absence of a com-
prehensive framework, the new detail tended to take variant forms
in different parts of the world. Often the result was a new statistical
endeavour. Many countries prepared input-output accounts, some
prepared flow of funds accounts, and a few had moved in the direc-
tion of balance sheets. Along another line, morc attention was being
given to estimates at constant prices.
Intensive efforts were made to bring the SNA and the System of
Balances of the National Economy (often called the Material hod-
uct Systeffi, or MPS) closer together. The MPS, long used in the So-
viet Union, was elaborated, beginning in 1965, under the auspices
of the Council for Mutual Economic Assistance as a standard for
the use of its members. The Statistical Commission, in 1971, re-
quested that the description of the MPS be published and circulated
widely.16
The second development behind the / 968 SN/ was the cons[uc-
tion of disaggregated economic models as an aid to economic anal-
ysis and policy. For many purposes, modelling in which the
aggregates of output, consumption, investment and so on wens sub-
divided exacerbated some problems that arose in building aggrc-
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gate models and added certain others. First, the number of account-
ing identities was much larger. Secondly, suMivided aggrcgates
needed to be classified in severat ways according to the point of
view taken in different parts of the analysis. Thirdly, general eco-
nomic and accounting principles were no longer sufficient to rc-
solve all the taxonomic problems; the needs of particular forms,
such as input-output analysis, contributed to the choice of the solu-
tion.lT
Accordingly, the 1968 SNA incorporated major extensions. these
extensions with respect to the structure of the accounts werre to (a)
disaggregate the production account into input-output accounts; (b)
disaggregate net lending or borrowing into sector financial flows;
(c) divide the income and outlay accounts and capital accounts for
the nation to show accounts for the sectors; and (d) add balance
sheets for the sectors and the nation. The structure of the system wasi
set out in a matrix. It rcpresented each account-for opening assets,
production, consumption, accumulation, the rest of the world, re-
valuations and closing assets-by 
" 
row and column pair. In addi-
tion, the 1968 SNA incorporated additional classifications for the
activities of government and non-profit institutions and for trans-
fets. Finally, reflecting the research and consensus-building pre-
viously described, the 1968 SNA integrated constant-price data for
goods and services.
To incorporate these extensions, the 1968 SNA presented a set of
20 accounts, broken into three classes. Class I accounts are the con-
solidated accounts for the nation. Th"y are an articulated set that
summarizes the accounts on production, consumption expenditure,
income and outlay, capital formation and capital finance and are
closed by an account on the external transactions for the nation.
Class II accountsrelate to the production, consumption expenditure
and capital formation accounts. Th"y show the supply and disposi-
tion of goods and services, separately for commodities and other
goods and services, and the production of goods and services, s€p-
arately for the four classes of producers. Class III accounts relate to
the income and outlay and capital finance accounts. They show
these accounts forthe institutional sectors into which resident trans-
actors arc divided-non-financial corporate and quasi-corporate
enterpriSs, fi nancial inst itut i ons, gen eral government, pri vate non -
profit institutions serving households, and households.
Aset of 26standard supporting and supplementary tables exhibited
detailed series that, although valuable and feasible to compile for
national and international use, could not be shown in the form of
accounts. A number of standard supporting tables presented the
constant-price series. Others, such as the two tables on input-out-
put, delineated the structure of the accounts as well as relevant de-
tailed classifications. Yet others, such as the table on the income and
outlay and the capital transactions of the socio-economic sub-
sectors of the household sector, presented detailed classifications of
selected accounts or an aspect of an account. These accounts and
tables related to all aspects of the system except balance sheets.
The introduction to the 1968 SNA referred to the 1953 SNA s role
as a standard-that is, a basis of international reporting-as the
xli
system's *main purposc". It also notcd its role as a guidcline-that
b, s an aid to countries wishing to work in the field. The I968Sil/
was also expected to guide countries. But reflccting its exüendcd
coverage, the 1968 SNAwent beyond the previously stated purpoec
of guiding countries in preparing national accounts; the preface ex-
plicitly mentioned guiding countries in developing theirsystems of
basic statistics. In discussing the uses of national accounts, the in-
tnoduction stated that practical experienoe had shown that the ac-
counts provided an excellent framework for appraising actual and
proposed plans for economic statistics. The increased emphasis on
this aspect (it had also been mentioned in the 1953 report) is under-
standable considering the international organizations' conqern with
basic data development.
The 1968 SNAwas seen as applicable to countries at every stage of
economic and social development. However, the report provided a
separate chapter to suggest ways in which developing countries
might adapt the full system. The chapter was carcful to note that its
modified and supplementary presentations wene not intended as in-
ternational guidelines, but to suggest how the classificatiorrs and
the tables and accounts might be adapted to the country.
The European System of Integrated Economic Accounts (ESA),
prepared by the Statistical Office of the European Communities,
represents another kind of adaptation of the 1968 SNA.I8 That Sta-
tistical Office had participated in work on the lqtS SNA. The fore-
word to the EsAdescribed it as the Community version ofthe SNA,
differing from the SNA in that it provided additional information
about production and finance, detail on the distribution and redis-
tribution of income, and more precise and rigorrous concepts and
definitions. These characteristics were expected to lead to more
complete and detailed knowledge about the economies of member
countries and to improve the comparability of the statistics. Assess-
ments to support the Communities'organizations arc based on a
formula that includes gross national product.
Although the 1968 SNA extended national accounting substan-
tially, the report noted that a number of topics remained for future
discussion and research:
(a) In four fields work had been done: balance sheets; constant
prices; statistics on the distribution of income, eonsumption
and wealth; and elaboration of specific parts of the SNA by
speciali zed agencies of the United Nations to provide linlcs to
such fields as agriculture, health and education (prcparation
of guidelines was listed as the next step for the first three);
(b) In two fields there had been general discussion but no work:
regional accounting and human flows and stocks (a popula-
tion matrix);
(c) In two other fields there had been little discussion: functional
classification of inputs and the boundary between current and
capital expenditure, including questions of extending the
concept of capital expenditures to consumer durables, re-
search and clevelopment, and education and health.lv
The 1968 SNA provided a mix of conceptual and practical guid-
ance. The accounts, it was said, were intended to delineate the basic
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features of the sysüem. But the 1968 SNA went on to furnish prac-
tical guidance concerning the prcsentation of the main series of the
system, including the periodicity and priority with which the ac-
counts and tables might be used in presenting national accounting
estimates. Therc wenc also short discussions of statistical disctep
ancies-the archetype pnactical problem-and of some major
problems and techniques for showing estimates in constant prices.
However, the extent of the practical guidance given in the 1968
sNAwas limited, and supplemental manuals were planned.
Subsequentln several manuals came out about a decade after the
1968 SNA. These included the ttrree that werc listed as next stcps
in the research agenda: balance sheets; distribution of income, gon-
sumption and wealth; and constant prices.2o
The | 993 S[UA: the review and reyision process
when the statistical commission approved the 196g sNA, it re-
quested a review and report on progrqss made by countries in ap-
plying the new system and difficulties encountercd. By the early
1970s, about 120 countries and areas were reporting national ac-
count statistics to the United Nations for inclusion in the Yearbook,
40 more than a decade earlier.
In 1975, the United Nations undertook a review of country experi-
ence with the 1968 SNA. An early step was an inter-regional semi-
nar in 1975 to review developing countries' experiences. Several
other regional meetings followed during the next five years. After
considering a preliminary report on the findings of these meetings,
the Statistical Commission in 1979 directed the convening of an ex-
pert group. That expert group met in 1980 to discuss the status of
work on the SNA and its future direction in the light of country ex-
perience and the changing analytic prioritie.s and statistical capabil-
ities. Following another report to the Statistical Commission,
incorporating the expert group's views, the Commission asked that
specific proPosals be developed for short-term clarifications and
updating of the SNA. The Commission emphas iz.edthe role of the
SNA (as well as the MPS) as a point of reference in establishing
standards for related statistics. National accounts, because of their
comprehensiveness, ranked ahead of standards developed for par-
ticular fields of economic statistics.
An expert group meeting in 1982 recommended a review of the
SNA designed to lead to a revision. The main objectives would be
updating to fit new circumstances, clarification and simplification,
and further harmonization with related statistical standards. The
Statistical Commission, at its 1983 and 1985 sessions, accepted the
expert group's recommendations, although it noted the importance
of maintaining continuity by avoiding major changes in definitions
and classifications. It assigned a high priority to topics relevant to
the implementation of the sNA in developing countries.
At the 1985 session, the Statistical Commission entrusted the Inter-
Secretariat Working Group on National Accounts-consisting of
Eurostat (more formally, the statistical office of the European
Communities), the International Monetary Fund, the Organisation
for Economic Co-operation and Development, thc Statistical Divi-
sion and regional commissions of the United Nations, and the
World Bank-with planning the work programme and arranging
for adequate participation of experts from national statistical of-
fices and interested international organizations. fire resulting coop-
erative effort was evidence of the increasing recognition of the SNA
as the framework for statistical systems in both developing and de-
veloped countries and as the basis for international standards. This
recognition increased the scope of the work to be done by an order
of magnitude and thus made it especially desirable to share thebur-
den and avoid conflicting and duplicative efforts.
From 1982 to 1985, topics for discussion wene identified and stud-
ies on these topics prepared by the international organizations, con-
sultants ornational statistical offices. These studies wene circulated
for comment to experts on the specific topics and thereafter dis-
cussed at regional meetings in which national statistical offices
werc rePresented. TWo main documents-on the organization of
the review and on the conceptual framework of the revised SNA-
werc assernbled by the Inter-Secretariat Working Group as back-
ground for the next stage.zl
From 1986 to 1989, expert groups met to discuss a wide range of
issues grouped into eight topics: SNAstructure, prices and quantity
comparisolls, external sector, household sector, public sector, pro-
duction accounts and input-output tables, financial flows and bal-
ances, and reconciliation of SNA and MPS. In l9B9 an Expert
Group on SNACoordination was established to deal with outstand-
ing issues and to review draft chapters of the revised SNA; it met
six times. Approximately 50 experts, representing expertise-in
national accounting and in different field specialties-from about
40 countries in all regions of the world participated in one or more
of the total of 14 meetings (of five to l0 working days each).
A round of meetings sponsoned by the United Nations regional com-
missions was held in 1990 to obtain views on the draft chapters, which
had begun to be available in 1989. A paper prepared by the Inter-Sec-
retariat Working C:roup was the main guide fordiscussion.Z2Anumber
of other meetings wene held to discuss the draft chapters, especially in
Europe. Accounting for the environment was of increasing interest in
these later metings, and it was the subject of a special conference of
the lnternational Association for Research in Income and Wealth.
A 582-page provisional draft of the revised SNA was available for
the l99l Statistical Commission.23 Further refinements and elab-
orations were incorporated into a revised set of draft chapters
and annexes by the summer of 1992. That draft was the basis of
discussion for an interregional seminar in October 1992. The
same draft was presented to the 1993 Statistical Commission
along with the report of the seminar, which concluded, "The
participants thought tlrat the revised SNA was a vast im-
provement over the 1968 predecessor".24 As noted in the
preface, the Statistical Commission unanimously recom-
mended the adoption of the 1993 SNA, and the United Na-
t ions Economic and Social Counci l  urged i ts use by member
States and international organ izations.
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B. Looking ahead: the research agenda
The 1993 SNA, like its pred@essot€, represents a stage in the evo-
lution of national accounting. To continue that evolution, fttrther re-
search will need to be canied out. Consensus must be reached on
certain topics before they can be incorporated into international
guidelines and standards. Although there is substantial agreement
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In 1993, the Statistical Commission agreed that the highest im-
mediate priority was to develop practical guidelines for the explicit
allocation of financial intermediation service charges indirectly
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Working Group on National Accounts to provide a flexible treat-
ment in the SNA. This treatment would recognize the desirability
of allocating such charges fully while allowing flexible im-
plementation in particular countries or groups of countries.
The Inter-Secretariat Working Group had also recommended that
certain other topics be placed on the research agenda.2s The topics
listed below were among those mentioned most often in the 1993
Statistical Commission :
(a) Cost of capital
The draft of the SNAcompleted in 1992 included imputations
forrent on buildings owned and occupied by gcivernment and
non-profit institutions serving households. However, this
treatment presents certain conceptual and practical difficul-
ties. For example, some have argued that the coverage of as-
sets should be more extensive than the coverage of buildings
if the concept of the cost of capital is to be used. These im-
putations were therefore deleted, and the topic was placed on
the research agenda.
(b) Consumer subsidies
The 1992 draft maintained the treatment of subsidies found
in the 1968 SNA. It has not been possible, despite consider-
able discussion, to agree on how to distinguish between pay-
ments to be treated as mainly benefiting consumers and those
to be treated as mainly benefiting producers. Furlher research
is needed, esperially given the importance of the subsidies in
some countries.
(c) Informal-formal distinction
The 1992 draft noted the difficulty in developing appropriate
criteria to distinguish between informal and formal economic
activities, a distinction that has been widely recognized as
useful. The International Labour Organisation is the lead
agency for this work, and the topic is on the national account-
ing research agenda to support continued collaboration with
ILO in this field.
Three additional topics included in the 1993 SNA will require fur-
ther research:
(a) Environmental accounting
The section of chapter XXI on environmental satelliüe ac-
counts notes that it is presenting the state of the art, as of 1993,
on the integration of economic and environmental account-
ing. However, the state of the art does not permit the introduc-
tion of environmentally adjusted aggregat,es in the central
framework. The section is intended as a guide to countries
wishing to design satellite accounts responsive to policy and
analysis focused on environmentally sound and sustainable
growth and development. It urges that cooperative research
and methodological work by national accountants and envi-
:ffi:::;:"::ITl;iil',ffiHiderv 
expressed in the
(b) Classifications
Chapter XVIU (Functional classifications) notes that two of
the classifications described-Classification of Individual
Consumption by Purpose (COICOP) and Classification of
Producers by Purpose (COPP)-are provisional. COPR in
particular, may need substantial revision. The Classification
of the Functions of Government (COFOG) should be modi-
fied both to identify more precisely social transfers in kind
and to identify more fully functions that are of increasing pol-
icy concern, such as repair and prevention of environmental
damage.
(c) Matrix presentation
The annex to chapter II notes that the matrix presented there
is provisional. Further work is needed to improve the matrix
treatment of the accumulation accounts and balance sheets.
The interregional seminar, held jointly with the final expert group
meeting in October 1992, devoted a session to updating and refin-
ing the SNAin the future. Many of the topics listed above were men-
tioned. Also cited were: scope of capital formation and stocks;
output of services, including services produced within households;
financial activities, including those associated with instruments
such as derivatives; labour accounts; and regional accounts. The
first topic includes two subtopics mentioned on the research agenda
that emerged from the 1968 SNA. On one, nasearch and develop-
ment, substantial work was done during the review and revision to-
ward treating relevant expenditures as capital formation. On the
other, education and other aspects of human capital, not now treated
as capital in the SNA, little progress has been made.
Finally, there is an interest in reviewing the purposes of the SNA.
Two views have emerged on this question. One is that the national
accounts are primarily an organizational scheme for @onomic sta-
tistics. The main value of the SNA, then, is in its consistent classi-
fications and definitions and in its display of the interrelationships
among the various parts of the economy. This view leads to an em-
phasis on the improvement of basic statistics, for the accounts will
improve only as the basic statistics allow. Acontrasting view is that
the national accounts serve primarily to facilitate analysis of the
@onomy and decision-making. The SNA, through its structure and
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definitiolNi, not only determines the kind of analysis that can becar-
ried out but also influences the way economic and social issues are
considered. This view would lead to a review of the usesof national
accounting, and research on this topic has also been suggested. The
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Reader'sguide
the goal of this publication is to describe the SNA as a conceptual
system. This conceptual system is meant to be applicable to econ-
omies around the world. The publication therefore recognizes dif-
fering conditions and institutional arrangements that may be found
in developed and developing countries and in newly emerging mar-
ket economies. Further, it attempts to present the rationale for the
treatments applied so that national accountants can, by extension,
decide on treatments for new developments and new institutional
arangements in the future.
The publication does not attempt to provide guidance on how to
make estimates, on the priority with which different accounts
should be implemented, or on the frequency and format of their pre-
sentation. lnstead, both practical guidance and specialized guid-
ance are to be given in supplementary manuals and compilation
guides that will receive increased attention now that the conceptual
system is in place. Several manuals and guides are already in prep-
aration. Publ ication of the handbook I nt e g rat e d Env i ro n rn e nta I and
Econontic Accounting is expected in 1993. Work on the handbook
on the application of the SNAin countries in transition has high pri-
ority in view of the urgent need for guidance to countries that pre-
viously had used the System of Balances of the National Economy.
Preliminary discussions have taken place on a handbook dealing
with application of the SNAin countries with high rates of inflation.
The International Monetary Fund is developing its compilation
guides in parallel with its conceptual manuals. The first of these is
expected in 1993 to accompany the fifth edition of the Balnnce of
Payments Manual.
The 2l chapters in this publication are in five groups. Th"y are or-
ganized, first of all, to reinforce the structure of the SNA - for sim-
plicity, called the System. Secondly, they are organized in
recognition of the fact that not all chapten will be read by the same
individuals or used in the same way. Some chapters, it can be ex-
pected, will even be used by the same individual in different ways
at different times.
The chapters in group I provide information about the 1993 SNA
designed to be of intercst not only to national accountants but also
to others, such as analysts who use national accounts statistics, eco-
nomic journalists, stat istic ians in fi elds other th an n ationat accounts
and govenrment officials who make derisions that will affect re-
sources available for the development of statistics. Chapter I de-
scribes the main features of the sequence of accounts in the System,
its institutional sectors, and its concepts and classifications; the uses
of national accounts; the harmonization between different statisti-
cal systems; the links with business accounting and with economic
ü*ry; and the roles the aggregates can and cannot serve. Chapter
II gives a picture of the central framework of the SNA. As an over-
view it is selective in order not to be overwhelming, but refercnces
are made to the appropriate chapters that follow. It first sets out the
elements that make up the skeleton of the system: institutional units
and sectors; transactions and other flows; assets and liabilities; ac-
tivities, establishments and products; and Purposes. Next it summa-
rizes the accounting rules. The chapter then describes the
accounting structure within which flows and stocks, using these
tools, are entered. The chapter introduce.s the several degreas of
flexibility that are available to the user of the System.
Group II chapters deal with the basic "tools" with which national
accountants work to construct a system of accounts. Chapter III, on
flows, stocks and accounting rules, defines the nature of the entries
in the System and explains the rules of accounting that underlie the
ways those entries are made. The discussion is a general one; defi-
nitions of specific stocks and flows and specific applications of the
accounting rules appear in later chapters. Chapter IV describes in-
stitutional units and the five institutional sectors into which the res-
ident institutional units are grouped. Chapter V desCribes
establishments and the industries, following the International Stan-
dard Industrial Classification, into which they are grouP.d.
Group III chapters are built around the accounts and tables of the
central framework. Chapters VI through IX cover the current ac-
counts of the full sequence of accounts for institutional units and
sectors - the production account, the primary distribution of income
account, the secondary distribution of income account, and the use
of income account. Chapters X through XU coverthe aecumulation
accounts-the capital account, the financial account, the other
changes in volume of assets account, and the revaluation account.
Chapter XIII covers the balance sheets of the full sequence of ac-
counts for institutional units and sectors. Chapter XIY on the rest
of the world account, covers the transactions and other flows, and
resulting stock of assets and liabilities, between resident institu-
tional units and non-resident units in respect of all kinds of eco-
nomic activity. Chapter XV covers the set of supply and use tables
and input-output tables that provide a more detailed basis for an-
alysing industries and products through a breakdown of theproduc-
tion account, generation of income account, and goods and services
account.
Group IV chapters are about measures associated with stocks and
flows that are entered into the accounts and tables described. Chap-
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ter XVI describes a set of interdependent measunrs that make it pos-
sible to carry out analys"s of inflation and economic growth. It is
mainly concetned with compiling pricc and volume measures for
flows of goods and services, but it also examines the measuement
of income in real terms-that is, income adjusted for changes in
purchasing power-for the total economy. Chapter XVU discqsses
population, which is needed to exprcss product and consumption
expenditurc in per capita terms, and labotr inputrs, which are
needed to examine productivity.
Group V chapters deal with elaborations, applications and uscs of
complementary or alternative conceptrs. Chapter XVm describcs
the classifications for certain transactiorrs in products by producems
and for three institutional s@tors-households, general govern-
ment and non-Prcfit institutiorrs serving households-that identify
the "purposes- or *objectives- of the transactions.
Three other chapters in group V highlight the flexibility of the Sys-
tem. The central framework is consistent and integrated. However,
its prcsentation in this manual does not imply any order of priority
or frequency of compilation, nor does the accounting structure de-
scribed imply that results are necessarily to be presented in this way.
Chapter XIX, on the application of the integrated framework to var-
ious cincumstances and needs, shows how the emphases may be
varied by, for example, using the System's classifications and ac-
counts at various levels of detail, by using different valuations, by
rearanging the results and by introducing additional elements. The
chapter provides recommendat ions for the treatmen t of m u I t i pt e ex -
change rates and a parallel treatment of interest undersignificant in-
flation. Chapter XX, on social accounting matrices, illustrates the
exploitation of flexibility to highlight special interests and social
concerns such asi Poverty, featuring the display of interconnections,
disaggregation of the household sector, and linkage of income gen-
eration and consumption. Chapter XXI describes how the System
may be expanded for selected areas of concern by using classifica-
tion schemes and concepüs that at€ complemen tary or alternative to
the one in the central framework. It describes a framework that may
be used forfunctionally oriented satellite accounts, such as fortour-
ism or social concents such as health or education. It presents, as an
example of satellite accounts that give more emphasis to alternative
concepts, a framework in which natural rcsources arc treated as cap-
ital and their trsing up is treated as the depletion or degradation of
capital.
Several of the chaptens have one or more annexes. These typically
elaborate an aspect or a treatment specific to the chapter. For exam-
ple, an annex to chapter II shows how the system can be presented
in diagrammatic, eeuation and matrix form; an annex to chapterXll
provides an example of how to calculate hotding gains.
In addition, five of the annexes at the end of the manual pull together
in one place significant information that draws upon several chap-
ters. Annex I finst describes the general features of the 1993 SNA
that changed or received greater emphasis while retaining the basic
theorctical framework of the 1968 SNA. Next, the annex mentions
the specific chang*, grouped into nine sections and with cross-ref-
errences to the appropriat,e chapters and tables. This annex, together
with the history of national accounting up through the ll)68 SNA
presented in the previous section, will help readers, especially thosc
familiar with earlier systems, who wish to focus on the changes in-
corporated into the 1993 SNA.
Annex II lays out the rclationship between the rest of the world ac-
cormt and the balance of payments accounts. Harmonization has
been attained between the SNAand the balance of payments, as de-
scribed in the fifth edition of the International Monetary Furd's
Balance of Payments Manual with respect to issues such as the dc-
lineation of resident units, valuation of transactions and of assets
and liabilities, tfune of recording transactions, @nvension proce-
durcs and the coverage of major aggregatcs. Therc ane, however,
differcnces in the level of detail. These reflect differcnces in analyt-
ical requirements, the rclative quantitative significance in interna-
tional transaclions in respect of some items, and constraints
imposed by the internal structure of the two systems. The annex fo-
cuses on the relationship between the aggregates and details in the
SNA rest of the world accounts and coresponding items in the
Manual by using a series of reconciliation tables.
Annexes III and IV show the treatment of two kinds of tnansac-
tions -those related to financial intermediation services indirectly
measured and those related to insurance, social insurance and pen-
sions-that cut across several accounts.
Annex V provides the classifications and accounts. The classifica-
tions shown are for institutional sectors, transactions and other
flows, and assets. The hierarchy of the classifications and the codes
are systematically laid out. A complemeirtary classification of
transactions and other flows facilitates additional presentations and
analysis. It shows a number of transactions in kind explicitly, the
comPonents of certain flows, such as output, and certain observed
tmnsactions that are split into components for use in the System. [n
addition, the functional classifications described in chapter XVIü
are provided for convenience. The sequence of accounts for insti-
tutional sectors and the rest of the world are presnted in full detail.
Several features of the volume arc designed specifically to aid the
reader. First, the table of contents is very detailed, rcproducing the
headings used in each chapter. Thus, the reader can use the table of
contents to place a particular topic in context-for example, to
identify a component as one of several within an aggrcgate. Se-
cond, the accounts and tables throughout the volume have numeri-
cal entries so that the reader can sum to an aggregate, trace the
interrelationships and carry out other operations that rcinforce un-
derstanding. These data, and the rcfenences to them in the text, arc
purely illustrative and do not corespond to actual data in any coun-
try. Finalln the list of acronyms and abbreviations and the index arc
especially useful in a technical publication of this size.
xfviii
List of abhreviations and acronyms
AGFmodcl appliedgeneralequilibniummodel LIFIO last-in-fißt-out
c.i.f. cod, insurance, freight NDP nct domcstic product
COFOC} Classification of thc Functions of Govsmment n.c.c. not elsewherc lassificd
Crc CsrtrelProductClassification NIFO next-in-first-out
CPI ccrsumcrpriccindcx NNt netnationalincomc
BCtt Europeancurrencyrmit NPI non-profit institution
EDP environmcntally adjusted net domestic product tlPlSH non-profit institutions serving houscholds
FIFO first-in-first-out OECD Organisation for Economic Co-opcration
f.o.b, frec on board and Development
FISIM financial intermediation services indirectly OTC over-the-counter
measured PPP purchasing powerparity
GDP gross domastic product R and D research and development
GFS govemment finance statistics SAM social accounting matrix
GM gross national income SDR special drawing right
GNP gross national poduct SEEA system of environmental and economic acoounts
IIJO Internationall&bour Organisation SNA System of National Accounts
IltF Intemational Monetary Fund VAT value added tax
ISIC IntenrationalstandardlndustrialClassificationof
All Economic Activities

l. lntroduction
A. The SNA as a System
l.l. The System of National Accounts (SNA) consists of a coher-
ent, consistent and integrated set of macroeconomic accounts,
balance sheets and tables based on a set of internationally
agreed concepts, definitions, classifications and accounting
rules. It provides a comprehensive accounting framework
within which economic data can be compiled and presented in
a format that is designed for purposes of economic analysis,
decision-takin g and pol icy-ma kin g. The accounts themsel ves
present in a condensed way a great mass of detailed inforna-
tion, organized according to economic principles and percep-
tions, about the working of an economy. Th"y provide a
comprehensive and detailed record of the complex economic
activities taking place within an economy and of the interac-
tion between the different economic agents, and groups of
agents, that takes place on markets or elsewhere. In practice
the accounts are compiled for a succession of time periods,
thus providing a continuing flow of information that is indis-
pensable for the monitoring, analysis and evatuation of the
performance of an economy over time. The SNAprovides in-
formation not only about economic activities, but also about
the levels of an economy's productive assets and the wealth of
its inhabitants at particular points of time. Finally, the SNA in-
cludes an external account that displays the linlcs between an
economy and the rest of the world.
1.2. The sNA may be implemented at different levels of aggrega-
tion: at the level of individual economic agents, or institutional
units as they are called in the System; for groups of such units,
or institutional sectors; or at the level of the total economy. Al-
though traditionally described as a system of national ac-
counts, for analytical purposes the SNAhas to be implemented
at lower levels of aggregation. In order to understand the
workings of the econoffi/, it is essential to be able to observe
B. Accounts and their corresponding economic activities
1.4. The Purpose of this section is to give a very brief summary of
the main sequence of accounts in order to describe the main
features of the System before discussing other related issues.
It is impossible to do justice to the wealth of information con-
tained in the System in a short section of this kind, and refer-
ence should be made to chapter II for a comprehensive
and analyse the economic interactions taking place between
the different sectors of the economy. Certain key aggregate
statistics, such as gross domestic product (GDP), that are
widely used as indicators of economic activity at the level of
the total econoffiy, are defined within the System, but the cal-
culation of such aggregates has long ceased to be the primary
purpose for compiling the accounts.
1.3. The System is built around a sequence of interconnected flow
accounts linked to different types of economic activity taking
place within a given period of time, together with balance
sheets that record the values of the stoclcs of assets and liabil-
ities held by institutional units or sectors at the beginning and
end of the period. Each flow account relates to a particular
kind of activity such as production, or the generation, distri-
bution, redistribution or use of income. Each account is bal-
anced by introducing a balancing item defined residually as
the difference between the total resources and uses recorded
on the two sides of the account. The balancing item from one
account is carried forward as the first item in the following ac-
count, thereby making the sequence of accounts an articulated
whole. The balancing items typically encapsulate the net re-
sult of the activities covered by the accounts in question and
are therefore economic constructs of considerable interest and
analytical significance-for example, value added, dispos-
able income and saving. There is also a strong link between
the flow accounts and the balance sheets, as all the changes oc-
curring over time that affect the assets or liabilities held by in-
stitutional units or sectors are systematically recorded in one
or another of the flow accounts. The closing balance sheet is
fully determined by the opening balance sheet and the tmns-
actions or other flows recorded in the sequence of accounts.
overview of the System. Before summarizing the sequence of
accounts, it should be noted that although it is necessary to
present he accounts in a particular order, the activities they de-
scribe should not be interpreted as taking place sequentially in
time. For example, incomes are generated continuously by
processes of production, while expenditures on the outputs
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produced may also be taking place more or less simulta-
neously. An economy is a general equilibrium system in which
interdependent economic activities involving countless trans-
actions between different institutional units are carried out si-
multaneously. Feedbacks are continually taking place from
one type of economic activity to another.
t. The sequence of accounts
Current accounts
1.5. These accounts record the production of goods and serices,
the generation of incomes by production, the subsequent dis-
tribution and redistribution of incomes among institutional
units, and the use of incomes for purposqs of consumption or
saving.
Production account
1.6. The production account records the activity of producing
goods and services as defined within the System. Its balancing
item, gross value added, is defined as the value of output less
the value of intermediate consumption and is a measurc of the
contribution to GDPmade by an individual producer, industry
or sector. Gross value added is the source from which the pri-
mary incomes of the System are generated and is therefore car-
ried forward into the primary distribution of income account.
value added may also be measured net by deducting consump-
tion of fixed capital.
Distribution and use of income accounts
l'.7. These consist of a set of articulated accounts showing how in-
comes are:
Generated by production
Distributed to institutional units with claims on the
value added created by production
Redistributed among institutional units, mainly by gov-
emment units through social security contributions and
benefits and taxes
Eventually used by households, government units or
non-profit institutions serving households (NPISFIs) for
purposes of final consumption or saving.
1.8. The balancing item emerging from the complete set of income
accounts is saving. The income accounts have considerable
intrinsic economic interest in themselves. In particular, th"y
are needed to explain the behaviour of institutional units as
final consumers-that is, as useß of the goods and services
emanating from production for the satisfaction of the individ-
ual and collective needs and wants of households and the com-
munity. The balancing item, saving, is carried forward into the
capital account, the fimt in the system's sequence of accumu-
lation accounts.
2
Accumulation accounts
1.9. These are flow accounts that record the acquisition and dis-
posal of financial and non-financial assets and liabilities by in-
stitutional units through transactions or asi a result of other
events:
The capital account records acquisitions and disposals
of non-financial assets as a result of transactiorn with
other units or internal bookkeeping transactions linked
to production (changes in inventories and consumption
of fixed capital).
The financial account records acquisitions and dispos-
als of financial assets and liabilities, also through trans-
actions.
A third account, the other changes in assets account,
consists of two sub-accounts. The first, the other
changes in volume of assets account, records changes in
the amounts of the assets and liabilities held by institu-
tional units or sectors as a result of factors other than
transactions; for example, destruction of fixed assets by
natural disasters. The second, the revaluation account,
records those changes in the values of assets and liabil-
ities that result from changes in their prices.
1.10. The link between the accumulation accounts and the income
accounts is provided by the fact that saving-that is, dispos-
able income that is not spent on consumption goods or ser-
vices-must be used to acquire financial or non-financial
assets of one kind or another, if only cash, the most liquid fi-
nancial asset. when saving is negative, the excess of con-
sumption over disposable income must be financed by
disposing of assets or incurring liabilities. The financial ac-
count shows the way in which funds are channelled from one
group of units to another, especially through financial inter-
mediaries. Access to finance is a prerequisite for engaging in
many types of economic activitie.s
Bafance sheets
I . I I . The balance sheets show the values of the stocks of assets and
liabilities held by institutional units or sectors at the beginning
and end of an accounting period. As already noted, the values
of the assets and liabilities held at any moment in time vary au-
tomatically whenever any transactions, price changes or other
changes affecting the volume of assets or liabilities held take
place. These are all recorded in one or another of the accumu-
lation accounts so that the differcnce between the values in the
opening and closing balance sheets is entircly accounted for
within the System, provided, of course, that the assets and li-
abilities recorded in the balance sheets are valued consistently
with the transactions and other changes-that is, at current
prices.
Introduction
2. Activities and transactions
1.12. The accounts of the System are designed to provide analyti-
cally useful information about the behaviour of institutional
units and the activities in which they engage, such as produc-
tion, consumption and the accumulation of assets. Th"y usiu-
ally do this by recording the values of the goods, services or
assets involved in the transactions between institutional units
that are associated with these activities rather than by trying to
record or measure the physical processes dinectly. For exam-
Ple, the accounts do not record the physical corulumption of
goods and services by households-the eating of food or the
burning of fuel within a given time period. Instead, they record
the expendittues that households make on final consumption
goods and services or, more generally, the values of the goods
and services they acquire through transactions with other
units, whether purchased or not. Data on transactions provide
the basic source material from which the values of the various
elements in the accounts are built up or derived. The use of
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c. The institutional sectors of the economy
I . 13. The purpose of this section is to indicate very briefly what are
the main sectors of the economy for which it is possible to
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actors, are distinguished in the System-households and legal
entities. The latter are either entities created for purposes of
production, mainly corporations and non-profit institutions
(NPIs), or government units, including social security funds.
Institutional units are essentially units that are capable of own-
ing goods and assets, incurring liabilities and engaging in eco-
nomic activities and transactions with other units in their own
right. For the purposes of the System, institutional units that
are resident in the economy are grouped together into five mu-
tually exclusive sectons composed of the following types of
units:
Non-financial corporations
Financ ial corporations
Government units, including social security funds
NPIs serving households (NpISHs)
Households.
The five sectors together make up the total economy. Each sec-
D. Other features of the System
1.15. The SNA is a rich and detailed economic accounting system
that extends well beyond the main sequence of accounts to en-
compass other accounts or tables that either contain informa-
tion that cannot be included in the main accounts or present
information in alternative ways, such as matrices, that may be
3
tween buyens and sellers on markets prcvide the information
needed for valuhg, directly or indirectly, all the items in the
accounts. Secondly, 
" 
transaction that takes place between two
different institutional units has to be recorded for both parties
to the transaction and thercforc generally appears twice in a
system of macroeconomic accounts. This enables important
linkages to be established in the system. For example, output
is obtained by summing the amounts sold, bartered or hans-
fened to other units plus the amounts entered into, less the
amounts withdrawn from inventories. In effect, the value of
output is obtain"d by recording the various uses of that output
by means of data on transactions. Irr this way, flows of goods
and services can be traced through the economic system from
their producers to their eventual usels. Some transactions are
only internal bookkeeping transactions that are needed when
a single unit engages in two activities, such as the production
and consumption of the same good or service, but the great
majority of transactions take place between different units on
markets.
tor is also divided into sub-sectors. For example, the non-fi-
nancial and financial corporations sectors are divided to dis-
tinguish corporations subject to control by Governments or
foreign units from other corporations. The System makes prc-
vision for a complete set of flow accounts and balance sheets to
be compiled for each sector, and sub-sector if desired, as well as
for the total economy. The total number of accounts that may be
compiled is therefore potentially quite large, depending upon the
level of disaggregation that is required and feasible. Only by dis-
aggregation into sectons and sub-sectors is it possible to observe
the interactions between the diffe,rcnt parts of the economy that
need tobe measured and analyr"d forpurposes ofpolicy-making.
The complete set of accounts at the level of the five main sectors
is shown in annex V at the end of this manual.
1.14. Institutional units that are resident abroad form the rest of the
world. The System does not require accounts to be compiled
in respect of economic activities taking place in the rest of the
world, but all transactions between resident and non-nesident
units have to be recorded in order to obtain a complete ac-
counting for the economic behaviour of resident units. Trans-
actions between residents and non-residents are grouped
together in a single account, the rest of the world account.
more appropriate for certain types of analysis. It is not pro-
posed to list all these various elements at this point, as they are
described in chapter II, but it is useful to draw attention to two
specific elements which play a major role in the System.
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l. Supply and use tables
1.16. In addition to the flow accounts and balance sheets described
earlier, the central framework of the System also contains de-
tailed supply and use tables in the form of matrices that record
how supplies of different kinds of goods and services originate
from domestic industries and imports and how those supplies
are allocated between various intermediate or final uses, in-
cluding exports. These tables involve the compilation of a set
of integrated production and generation of income accounts
for industries-that is, groups of establishments as distinct
from institutional units-that are able to draw upon detailed
data from industrial censuses or surveys. The supply and use
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which the total supplies and uses of individual types of goods
and services have to be balanced with each other-can be sys-
tematically exploited. The supply and use tables also provide
the basic information for the derivation of detailed input-out-
put tables that are extensively used for purposes of economic
analysis and projections.
E. Goncepts and classifications
1.19. The contents of the SNA depend not only on the accounting
structure itself-that is, on the type and format of the ac-
counts-but also on the ways in which the items included in
the accounts are defined and classified. The issues involved
are not simply of a technical nature but raise fundamental
questions of economic theory and principles. The concepts
and classifications used in the System have a considerable im-
pact on the ways in which the data may be used and the inter-
pretations placed on them.
l. The production boundary
1.20. The activity of production is fundamental. In the Systemr pro-
duction is understood to be a physical process, carried out
under the responsibility, control and management of an insti-
tutional unit, in which labour and assets are used to transform
inputs of goods and services into outputs of other goods and
senrices. All goods and services produced as outputs must be
such that they can be sold on markets or at least be capable of
being provided by one unit to another, with or without charge.
The System includes within the production boundary all pro-
duction actually destined for the market, whether for sale or
barter. It also includes all goods or services provided free to
individual households or collectively to the conrmunity by
govemment units or NpISHs.
2. Price and volumo moaruto3
1.17. The System also provides specific guidance about the meth-
odology to be used to compile an integrated set of price and
volume indices for flows of goods and services, gross value
added and GDP that are consistent with the concepts and ac-
counting principles of the System. It is recommended that an-
nual chain indices should be used where possible, although
fixed base indices may also be used when the volume mea-
sures for components and aggregates have to be additively
consistent for Purposes of economic analysis and modelling.
1.18. Rates of inflation and economic growth appropriately mea-
sured by price and volume indices for the main aggregates of
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economic policy-making. They are an essential part of the
System, especially given the emergence of inflation as an en-
demic economic problem in many countries. The System also
recognizes that the growth in the volume of GDp and the
growth of an economy's real income are not the same because
of trading gains or losses resulting from changes in interna-
tional terms of trade.
Household production
l.zL The main problem for defining the range of activities recorded
in the production accounts of the System is to decide upon the
treatment of activities that produce goods or services that
could have been supplied to others on the market but are actu-
ally retained by their producers for their own use. These cover
a very wide range of productive activities, in particular:
(a) The production of agricultural goods by household en-
terprises for own final consumption;
(b) The production of other goods for own final use by
households: the construction of dwellings, the produc-
tion of foodstuffs and clothing, etc.;
(c) 
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forown fi ar con-
(ö The production of domestic and personal services for
consumption within the same household: the prepara-
tion of meals, care and training of children, cleaning, re-
pairs, etc.
All of these activities arc productive in an economic sense.
However, inclusion in the System is not simply a matterof es-
timating monetary values for the outputs of these activities. If
values are assigned to the outputs, values have also to be as-
signed to the incomes generated by their production and to the
consumption of the output. It is clearthat the economic signif-
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icance of these flows is very different from that of monetary
flows. For example, the incomes generated are automatically
tied to the consumption of the goods and services produced;
they have little relevance for the analysis of inflation or defla-
tion or other disequilibria within the economy. The inclusion
of large non-monetary flows of this kind in the accounts to-
gether with monetary flows can obscure what is happening on
markets and reduce the analytic usefulness of the data.
1.22. The SNA is a multi-purpose system. It is designed to meet a
wide range of analytical and policy needs. Abalance has to be
struck between the desire for the accounts to be as com-
prehensive as possible and the need to prevent flows used for
the analysis of market behaviour and disequilibria from being
swamped by non-monetary values. The System therefore in-
cludes all production of goods for own use within its produc-
tion boundary, äs goods can be switched between market and
non-market use even after they have been produced, but it ex-
cludes all production of services for own final consumption
within households (except for the services produced by em-
ploying paid domestic staff and the own-account production
of housing services by owner occupiers). These services are
consumed as they are produced and the links between their
production and market activities are more tenuous than for
goods production, such as agricultural goods which house-
holds may produce partly for own final consumption and
partly for sale, or barter, on the market. The location of the pro-
duction boundary in the System is a compromise, but a delib-
erate one that takes account of the needs of most users. In this
context it may be noted that in labour force statistics econom-
ically active persons are defined as those engaged in produc-
tive activities as defined in the SNA. If the production
boundary were extended to include the production of personal
and domestic services by members of households for their
own final consumption, all persons engaged in such activities
t would become self-employed, making unemployment virtu-
ally impossible by definition. This illustrates the need to con-
fine the production boundary in the SNA and other related
statistical systems to market activities or fairly close substi-
tutes for market activities.
0ther production boundary problems
1.23. Certain natural processes may or may not be counted as pro-
duction depending upon the circumstances in which they
occur. A necessary condition for an activity to be treated as
productive is that it must be carried out under the instigation,
control and responsibility of some institutional unit that exer-
cises owneßhip rights over whatever is produced. For exam-
ple, the natural growth of stocks of fish in open seas is not
counted as production: the process is not managed by any in-
stitutional unit and the fish do not belong to any institutional
unit. on the other hand, the growth of fish in fish farms is
treated as a process of production in much the same way that
rearing livestock is a process of production. Similarly, the nat-
ural growth of wild, uncultivated forests or wild fruits or ber-
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ries is not counted as production, whereas the cultivation of
crop-bearing trees, or trees grown for timber or other uses, is
counted in the same way as the growing of annual crops. How-
ever, the deliberate felling of trees in wild forests, and the gath-
ering of wild fiuit or berries, and also firewood, counts as
production. Similarln rainfall and the flow of waterdownnat-
ural watercourses are not processes of production, whereas
storing water in reservoirs or dams and the pipingr or carrying,
of water from one location to another all constitute production.
1.24. These examples show that many activities or processes that
may be of benefit to institutional units, both as producers and
consumels, atre not processes of production in an economic
sense. Rainfall may be vital to the agricultural production of a
country but it is not a process of production whose output can
be included in GDP.
2. The consumption boundary
1.25. The coverage of production in the System has ramifications
that extend considerably beyond the production account itself.
The boundary of production determines the amount of value
added recorded and hence the total amount of income gener-
ated by production. The range of goods and services that are
included in household final consumption expenditures, and
actual consumption, is similarly governed by the production
boundary; for example, these expenditures include the esti-
mated values of the agricultural products consum"d by house-
holds that they have produced themselves and also the values
of the housing services consumed by owner occupiers, but not
the values of "do-it-yourself' repairs and maintenance to ve-
hicles or household durables, the cleaning of dwellings, the
care and training of children, or similar domestic or personal
services produced for own final consumption. Only the expen-
ditures on goods utilized for these purposes-o.g., cleaning
materials-are included in household final consumption ex-
penditures.
3. The asset boundary
1.26. Balance sheets are compiled for institutional units, or sectors,
and record the values of the assets they own or the liabilities
they have incurred. Assets as defined in the System are entities
that must be own"d by some unit, or units, and from which
economic benefits are derived by their owner(s) by holding or
using them over a period of time. Financial assets and fixed
assets, such as maehinery, equipment and structures which
have themselves been produced as outputs in the past, are
clearly covered by this definition. However, the ownership
criterion is important for determining which naturally occur-
ring-i.e., non-produced-assets are included in the System.
Naturally occurring assets such as land, mineral deposits, fuel
reserves, uncultivated forests or other vegetation and wild an-
imals are included in the balance sheets provided that institu-
tional units are exercising effective ownership rights over
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them-that is, are actually in a position to be able to benefit
from them. Assets need not be privately owned and could be
owned by government units exercising ownership rights on
behalf of entire communities. Thus, many environmental as-
sets are included within the System. Assets that arc not in-
cluded are those such as the atmosphere or open seas, over
which no ownership rights can be exercised, ormineral orfuel
deposits that have not been discovered or that arre unwork-
able-i .e., incapable of bringing any benefits to theirownels,
given the technology and relative prices existing at the time.
1.27 . Changes in the values of naturally occurring assets owned by
institutional units between one balance sheet and the next are
recorded in the accumulation accounts of the System. For ex-
ample, the depletion of a natural asset as a result of its use in
production is recorded in the other changes in volume of assets
account, together with losses of fixed assets due to their dc-
struction by natural disasters (floods, earthquakes, etc.). Con-
versely, when deposits or reserves of minerals or fuels arc
discovered or previously unworkable deposits become work-
able, their aPpearance is recorded in this account and they
enter the balance sheets in this way.
F. Uses
t .29.
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4. iletional boundarier
1.28. The accounts of the System are compiled for resident institu-
tional units grouped into institutional sectors and sub-sectols.
The concept of residence is the same as that used in the Bal-
ance of Payntents Manualof the International Monetary Fund
(IMF). An institutional unit is said to be resident within the
economic territory of a country when it maintains a centne of
economic interest in that territory-that is, when it engages,
or intends to engage, in economic activities or transactions on
a significant scale either indefinitely or over a long period of
time, usually interprcted as one year. As an aggregate measure
of production, the GDP of a country is equal to the sum of the
gross values added of all resident institutional units engaged
in production (plrc any taxes, and minus any subsidies, 01
products not included in the value of theiroutputs). This is not
exactly the sarne as the sum of the gross values added of all
productive activities taking place within the geographical
boundaries of the national economy. Some of the production
of a resident institutional unit may take place abroad-for ex-
ample, the installation of some exported machinery or equip
ment or a consultancy project undertaken by 
" 
team of expert
advisers working temporarily abroad. Conversely, some ofthe
production taking place within a country may be attributable
to forcign institutional units.
to calculate only a small numberof accounts and tables forthe
total economy with little orno disaggregation into sectors, but
a reduced set of accounts or tables does not constitute an alter-
native system. It is not appropriate to try to lay down general
priorities for data collection when economic circumstances
may vary so much from one country to another, In practice,
priorities can onty be established country by country by eco-
nomic analysts or policy-makers familiar with the economic
situation, needs and problems of the individual countries in
question. It is not useful, for example, to try to specify general
priorities for developing countries when they constitute a very
heterogeneous group of countries at a world level. Data prior-
ities may vary as much between one developing country and
another as between a developing and a developed coun&y.
l. Specific urer
1.31. The main objective of the SNA is to provide a comprehensive
conceptual and accounting frarnework which can be used to
create a macroeconomic database suitable for analysing and
evaluating the performance of an @onomy. The existence of
such a database is a prerequisite for informed, rational policy-
making and decision-taking. Some of the morc specific uses
of the SNAare described in the following sections.
of the SNA
The sNA is a multi-purpose system, as stated above, designed
for economic analysis, decision-taking and policy-making,
whatever the industrial structure or stage of economic devel-
opment reached by . country. The basic concepts and defini-
tions of the System depend upon economic reasoning and
principles which should be universally valid and invariant to
the particular economic circumstances in which they are ap-
plied. Similarly, the classifications and accounting rules are
meant to be universally applicable. There is no justification,
forexample, for seeking to define the components of a produc-
tion account-output, intermediate consumption and gross
value added-differently in less developed than in morc de-
veloped economies, or in large relatively closed economies
than in small open economies, or in high-inflation economies
than in low-inflation economies. Certain definitions, or ac-
counting rules, specified in the System may become superflu-
ous in certain circumstances (e.g., when therc is no inflation),
but it is nevefiheless necessary for a general system such as the
sNAto include definitions and rules covering as wide a range
of circumstances as possible.
The fact that data needs and priorities, and also statistical ca-
pabilities, ffiäy vary considerably between different kinds of
countries does not j ust i fy the construction of d ifferent systems
with different concepts, definitions, classifications or ac-
counting rules. Some countries may be able, at feast initially,
1.30.
lntroduction
Monitoring the behaviour of the economy
1.32. National accounts data provide infiormation covering both dif-
ferent types of economic activities and the different sectors of
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government consumption, capital formation, exports, im-
poß, wages, profits, taxes, lending, borrowing, etc., the flows
of goods and services being recorded at both currcnt and con-
stant prices. Moreover, information is provided about certain
k"y balancing items and ratios which can only be defined and
measured within an accounting framework-for example, the
budget surplus or deficit, the sharc of income which is saved,
or investd, by individual sectors of the economy or the econ-
omy as a whole, the trade balance, etc. National accounts also
provide the background against which movements of short-
term indicators, such as monthly indices of industrial produc-
tion or of consumer or producer prices, can be interpreted and
evaluated. The monitoring of the behaviour of the economy
may be significantly improved if at least some of the main ag-
gregates of the System are compiled quarterly as well as annu-
allS although many of the accounts, tables or balance sheets
of the System are not usually compiled more frequently than
once a year.
Macroeconomic analysis
1.33. National accounts are also used to investigate the causal
mechanisms at work within an economy. Such analysis usu-
ally takes the form of the estimation of the parameters of func-
tional relationships between different economic variables by
applying econometric methods to time series of data at both
currcnt and constant prices compiled within a national ac-
counting framework. The types of macroeconomic models
used for such investigations may vary according to the school
of economic thought of the investigator as well as the objec-
tives of the analysis, but the System is sufficiently flexible to
accommodate the requirements of different economic theories
or models, provided only that they accept the basic concepts
of production, consumption, income, etc. on which the sys-
tem is based.
L.34. Advances in computer technology have rnade it possible for
the econometric analysis of large macroeconomic models to
be carried out on microcomputers. Many econometric soft-
ware packages have been developed for this purpose so that
this kind of modelling is no longer confined to a few govern-
ment departments, research institutes or universities with
large mainframe computers. It is increasingly being under-
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Economic policy-making and decision-taking
1.35. Economic policy in the short term is formulated on the basis
of an assessment of the recent behaviour and current state of
the economy and a view, or precise forecast, about likely fu-
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ture developments. Short-term forecasts arc typically made
using econometric models of the typejust dcscribed. Overthe
medium or long term, @onomic policy has to be formulated
in the context of a broad economic strategy which may need
to be quantified in the form of a plan. Most of the elements
which make up a medium- or long-term economic plan consist
of national accounts flows, änd it may be impossible to draw
up such a plan without them. A good mac(rcconomic model
which accurately reflects the past performanoe of the econ-
omy may be indispensable for planning as well as forecasting.
1.36. Economic policy-making and decision-taking take place at all
levels of government and also within public and privaüe cor-
Porations. l,arge corporations such as multinationals have the
ability to build their own macroerconomic models tailored to
their own requirements, for which they need national accountrs
data. The investment programmes of major corporations must
be based on long-term expectations about futurc economic de-
velopments that require national accounts data. Therc arc also,
of course, specialist agencies that provide forecasts for indi-
vidual clients in return for fees. Such agencies typically re-
quire very detailed national accounts data.
International comparisons
1.37. The SNA is the system used for reporting to international or
supranational organizations national accounts data that con-
form to standard, internationally accepted concepts, defini-
tions and classifications. The resulting data arc widely used
for international comparisons of the volumes of major aggre-
gates, such as GDPorGDPperhead, and also forcomparisons
of structural statistics, such as ratios of investment, taxes or
government expenditures to GDP. Such comparisons arc used
by economists, journalists or other analysts to evaluate the
performance of one economy against that of other similar
economies. They can influence popular and political judge-
ments about the relative success of economic programmes in
the same way as developments overtime within a single coun-
try. Databases consisting of sets of national accounts for
groups of countries can alsb be used for econometric analyses
in which time-series and cross-section data are pooled to pro-
vide a broader range of observations for the estimation of
functional relationsh ips.
1.38. lrvels of GDP or, alternatively, gross national income (GNI)
per head in different countries are also used by international
organizations to determine eligibility for loans, aid or other
funds or to determine the terms or conditions on which such
loans, aid or funds are made available. When the objective is
to compare the volumes of goods or services produced or con-
sumed per head, data in national currencies must be converted
into a common cunency by means of purchasing power pari-
ties and not exchange rates. It is well known that, in general,
neither market nor fixed exchange mtes reflect the relative in-
ternal purchasing powers of different currencies. lVhen ex-
change rates are used to convert GDR or other statistics, into
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a conrmon currency the prices at which goods and services in
high-income countries are valued tend to be higher than in
low-income countries, thus exaggerating the differences in
real incomes between them. Exchange rate converted data
must not, therefore, be interpreted as measures of the relative
volumes of goods and services concerned. I-evels of GDp, or
GDP per head, in different countries are also used to deter-
mine, in whole or in part, the size of the contributions which
the member countries of an international organization make to
finance the operations of the organization.
1'39, Although international organizations use the SNA in order to
be able to collect internationally comparable national ac-
counts data, the SNA has not been created for this purpose. It
has become the standard, or universal, system used with little
or no modification by most countries of the world for their
own national purposes. National statistical offices and gov-
ernment agencies have a strong vested interest in ensuring that
the SNAmeets theirown analytic and policy requirements and
have taken an active part in the development of the System for
this reason.
2. Flexibility of implementation and use
1.40. The SNAis designed to be sufficiently comprehensive that in-
dividual countries, whatever their economic structures, insti-
tutional anangements orlevel of development, can select from
within it those parts of the System which are considered to be
most relevant and useful to implement in the light of theirown
needs and capabilities. The SNA is meant to be implemented
in a flexible manner and the accounts and tables, classifica-
tions and sectoring presented in this volume should not be rc-
garded as fixed. In some cases, the System explicitly insists on
flexibility. For example, two alternative methods of sub-sec-
toring the general government sector ane proposed in chapter
IV without either being assigned priority. Similarly, although
the System suggests sub-sectoring the households sector on
the basis of the household's principal source of income, it
stresses that this is only one possible criterion for sub-sector-
ing. In some cases, it may be more appropriate to sub-sector
on the basis of socio-economic criteria or the type of area in
which the household is located or, indeed, to carry the disag-
gregation of the households sector further by using two or
G. Harmonization between different statistical systems
1.44. The SNA and related statistical systems need to be as consis-
tent as possible in respect of their basic concepts, definitions
and classifications. National accounts have always occupied
a central position in economic statistics because the data from
more specialized systems, such as balance of payments or la-
bour force statistics, typically have to be used in conjunction
with national accounts data. Consistency between the differ-
ent systems enhances the analytical usefulness of all the sta-
I
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circumstances and needs arc specifically addressed in chapter
XIX. For example, classifications of institutional units, trans-
actions and assets may be implemented flexibly in order to
adapt them to the data availability and special circumstances
of different countries. The flexible use of classifications does
not change the basic concepts and definitions of the System.
However, as explained in chapter xxl, flexibility may be
taken a stage further by developing satellite accounts that are
closely linked to the main System but are not bound to employ
exactly the same concepts or restricted to data expressed in
monetary terms. Satellite accounts are intended for special
PrrrPoses such as monitoring the community's health or the
state of environment. Th"y may also be used to explore new
methodologies and to work out new accounting procedures
that, when fully developed and accepted, may become ab-
sorbed into the main System in the course of time, in the way
that input-output analysis, for example, has been integrated
into the System.
1.42. Another way in which the System may be implemented flexi-
bly is by rearranging the data in the accounts in the form of a
social accounting matrix in order better to serve particular an-
alytical and policy needs. Such matrices should not be con-
strued as constituting different systems but as alternative ways
of presenting the mass of information contained in the System
which many users and analysts find more informative and
powerful for both monitoring and modelling social and eco-
nomic development.
3. The SltlA et t coordineting lramewor* lor dotirtics
1.43. The System also has a very important statistical function by
serving as a coordinating framework foreconomic statistics in
two different senses: first, as the conceptual frameworkforen-
suring the consistency of the definitions and classifications
used in different, but related, fields of statistics, and secondly,
as an accounting framework for ensuring the numerical con-
sistency of data drawn from different sources, such as indus-
trial inquiries, household surveys, merchandise trade
statistics, VAT returns and other administrative sources.
tistics involved. The harmonization of the SNA and rclated
statistical systems, such as financial statistics or balance of
payments statistics, has been one of the driving forces behind
the revision of the System.
1.45. Revisions of other statistical systems have been conducted in
parallel with, and in close collaboration with, that of the SNA
in order to eliminate conceptual differences between them
other than a few exceptions that can be specifically justified in
lntroduction
terms of the special characteristics of different kinds of data,
orthe special requirements of different kinds of users. Harmo-
nization between the SNA and other major systems has been
largely sucs*sful and has been achieved by making changes
to the SNA as well as to the other systems.
1.46. Because of the active involvement of IMF in the revision of
the SNA, the harmonization process has been particularly ef-
fective in respect of balance of payments statistics, govern-
ment finance statistics and money and banking statistics, for
which IMF has responsibility. Revisions of each of these three
systems are being undertaken by IMF in order not only to up-
date these systems but also to make them consistent with the
SNA to the fullest extent possible. Revised manuals on these
systems are being published at about the same time as, or in
the years immediately following, the 1993 SNA.
1.47 . Various otherrevised international guidelines are being issued
at about the same time as the revised SNA. These include, the
third revision of the United Nations International Standard In-
dustrial Classification of All Economic Activities (ISIC), the
industrial classification that is used in the SNA. The establish-
ment as described in ISIC is also the statistical unit used to
H. lmplementation f concepts and classifications
1.48. The contents of the accounts are determined not only by the
conceptual framework, definitions and classifications of the
System but also by the ways in which they are interpreted and
implemented in practice. However simple and precise con-
cepts and classifications may appear in principle, there are in-
evitably difficult borderline cases which cannot easily be
fitted into predetermined categories. These points may be
illustrat"d by considering a fundamental distinction in eco-
nomics and in the System, namely, the distinction between
consumption and gross fixed capital formation (or gross fixed
investment, as it is often described in other contexts).
l. Final consumption, intermediate consumption and
gross fixed capital formation
1.49. Consumption is an activity in which institutional units use up
goods or services. There are two quite different kinds of con-
sumption. Intermediate consrrnption consists of inputs into pnc-
cess€s of prrcduction that are used up within the accounting
period. Final consumption consists of goods and services used by
individual households or the community to satisfu their individ-
ual or collective needs or wants. The activity of grms fixed capital
formation, on the other hand, is restricted to institutional units in
theircapacity as producers, b"ing defined as the value of theirac-
quisitions less disposals of fixed assets. Fixed assets are produced
assets (mostly machinery, equipment, buildings or other struc-
tures but also including some intangible assets) that are used re-
peatedly or continuously in production over several accounting
periods (more than one year).
I
compile the production accounts by industry that make up
supply and use tables of the SNA, the concept of theestablish-
ment being the same in both the SNA and ISIC. The Intenra-
tional Labour Organisation (ILO) has issued revised standards
on labour statistics that define employment in a way that is
consistent with the boundary of production in the SNA, as
sunrmaizedearlier in this chapter. An extract from the resolu-
tion of the Fifteenth International Conference of l,abour Stat-
isticians concerning the distinction between the formal and
informal sectors is reproduced as an annex to chapter IV. fui-
other example is provided by the revised Handbook on Agrt-
cultural Accounfs, prepared by the Food and Agricultural
Organization of the United Nations (FAO), which has been
brought into line with the treatment of agricultural products
and activities in the SNA. It is neither necessary nor feasible
to list here all the revisions to international statistical systems
and standards that are being undertaken or planned as it is the
policy of all the various international agencies involved at a
world level to harmonize these systems with each other and
with the SNA to the fullest extent possible.
1.50. The general nature and purpose of the distinction between
gross fixed capital formation and consumption, whether inter-
mediate or final, is clear. The distinction is fundamental för
economic analysis and policy-making. Nevertheless, the bor-
derline between consumption and gross fixed capital forma-
tion is not always easy to determine in practice. Certain
activities contain some elements that appear to be consump
tion and at the same time others that appear to be capital for-
mation. In order to try to ensure that the System is
implemented in a uniform way decisions have to be taken
about the ways in which certain difficult, even controversial,
items are to be classified. Some examples are given below.
Training, research and development
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inputs whose consumption is determined by the level at which
production is carried out in the current period but are designed
to raise productivity or increase the range of production pos-
sibilities in the future, in much the same way as expenditures
on machinery, equipment, buildings and other structures.
However, expenditures on training and research or develop-
ment do not lead to the acquisition of assets that can be easily
identified, quantified and valued for balance sheet purposes.
Such expenditures continue to be classified as intermediate
consumption, therefore, even though it is reco gnizdthat they
may bring future benefits. In fact, many other expenditures
undertaken by enterprises may also have impacts in future pe-
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riods as well as the current period-for example, market re-
search, advertising and expenditures on health and safety that
affert the well-being and attitudes of the worKorce.
Education
L.52. It is often proposed that expenditures on education should also
be classified as gross fixed capital formation as a form of in-
vestment in human capital. The acquisition of knowledge,
skills and qualifications increases the productive potential of
the individuals concerned and is a source of futurc economic
benefit to them. However, while knowledge, skills and quali-
fications are clearly assets in a broad sense of the term, they
cannot be equated with fixed assets as understood in the Sys-
tem. Th"y are not produced because they are acquired through
learning, studying and practising-activities that are not
themselves processes of production. The education sewices
produced by schools, colleges, universities, etc. are consumed
by students in the process of their acquiring knowledge and
skills. Education assets are embodied in individuals as per-
sons. Th"y cannot be transferred to others and cannot be
shown in the balance sheets of the enterprises in which the in-
dividuals work (except in rare cases when certain highly
skilled individuals are under contract to work for particular
employers for specified periods). Education assets could pos-
sibly be shown in balance sheets for the individuals in which
they are embodied, but individuals are not enterprises. Th"y
would be difficult to value, bearing in mind that the remuner-
ation received by a skilled worker depends upon the amount
of time and effort expended and is not simply a return payable
to the owner of an asset.
1.53. It may also be noted that final consumption consists of the use
of goods and services for the direct satisfaction of human
needs or wants, individually or collectively. Education ser-
vices are undoubtedly consumed in this sense. Th"y increase
the welfare and improve the general quality of life of those
consuming them. Moreover, they are not the only services
consumed by individuals to bring long- as well as short-term
benefits. For example, the consumption of health services
brings long-term benefits and even the consumption of basic
items such as food and housing is necessary in order to keep
an individual in good health-and good working order.
Repairs, maintenance and gross
fixed capital formation
1.54. Another, less familiar, example of the intrinsic difficulty of
trying to draw a dichotomy between consumption and gross
fixed capital formation is provided by repairs and mainte-
nance. Ordinary maintenance and repairs undertaken by enter-
prises to keep fixed assets in good working order are
intermediate consumption. However, major improvements,
additions or extensions to fixed assets, both machinery and
structures, which improve their performance, increase their
capacity or prolong their expected working lives count as
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gross fixed capital formation. In practice it is not easy to draw
the line between ordinary repairs and major improvements, al-
though the System provides certain guidelines for this pur-
pose. Some analysts, however, consider that ttre distinction
between ordinary repains and maintenance and major im-
p'rovements and additions is neither operational nor defensible
and would favour a mone "gloss" method of recording in which
all such activitie are heated as grcss fixed capital formation.
2. Intcrprutrtion ol tho dhtinction between
Gon3umption and gros fixed capital formation
1.55. The examples given above show ttrat a simple dichotomy be-
tween consumption and gross fixed capital formation inevitably
presents problems when dealing with flowsofgoods andservices
that & not fit comfortably undereitherheading. The issue is not
simply how to classify certain flows, but also how to achieve an
economically meaningful and feasible set of accounting prcce-
dures forthe assets acquiredthrough gross fixedcapital formation
within an integrated, coherent set of accounts encompassing past
and futurc periods as well as the prcsent.
1.56. Some care and sophistication is needed in using the accounts.
For example, goods and services "consumed" by house-
holds-i.e., acquired for the satisfaction of their needs or
wants-are not suddenly "used up" and do not "vanish" at the
moment of acquisition. In particular, households "consum-
ing" services such as health and education may continue to de-
rive benefits over long periods of time. The *consumption"
of such services therefore has some points of similarity
with "investment" in assets. Similarly, enterprises may
continue to benefit over long periods of time from the in-
termediate consumption of services such as maintenance
and repairs, training, research and development, market re-
search, etc. Thus, while the acquisition of fixed assets by
enterprises-that is, gross fixed capital formation-is un-
dertaken specifically to enhance future production possi-
bilities, they are not the only types of expenditure that may
be expected to bring future benefits.
1.57 . The decision whether to classify certain types of expenditure
by households or government, such as education orhealth ser-
vices, as final consumption expenditures or gross fixed capital
formation does not affect the size of GDP, as both are final ex-
penditut€s. On the other hand, the decision to classify certain
expenditures by enterprises as intermediate consumption
rather than gross fixed capital formation does reduce the gross
value added and operating surplus of the enterprise and hence
GDP as a whole. However, treating certain expenditures as
intermediate reduces not only gross fixed capital formation
but also consumption of fixed capital in subsequent peri-
ods. It is therefore an open question as to how net value
added and net domestic product (NDP) are affected in the
longer term, depending upon the pattern of the relevant ex-
penditures over time.
lntroduction
l. Links with business accounting and economic theory
1.58. The accounting rules and procedures used in the System are
based on those long used in business accounting. The hadi-
tional double-entry bookkeeping principle, whercbf a trans-
action gives rise to a pair of matching debit and credit entries
within the accounts of each of the two parties to the transac-
tion, is a basic axiom of economic ornational accounting. For
example, recording the sale of output requires not only an
entry in the production account of the seller but also an entry
of equal value, often described as the counterpart, in the
seller's financial account to record the cash, or short-term fi-
nancial credit, received in exchange for the output sold. As
two entries are also needed for the buyer, the transaction must
give rise to four simultaneous entries of equal value in a sys-
tem of macroeconomic accounts covering both the seller and
the buyer. fn general, a transaction between two different in-
stitutional units always requires four equal, simultaneous en-
tries in the accounts of the System-i.e., quadruple entry
accounting-even if the transaction is a transfer and not an ex-
change and even if no money changes hands. These multiple
entries enable the economic interactions between different in-
stitutional units and sectors to berecorded and analysed. How-
ever, transactions within a single unit (such as the
consumption of output by the same unit that prduced it) re-
quire only two entries whose values have to be estimated.
1.59. The design and structure of the System draws heavily on eco-
nomic theory and principles as well as business accounting
practices. Basic concepts such as production, consumption
and capital formation are meant tobe rooted in economic the-
ory. When business accounting practices conflict with eco-
nomic principles, priority is given to the latter, as the System
is designed primarily for purposes of economic analysis and
policy-making. The difference between business accounting
and economic theory can be illustrated by the concept of cost
of production used in the System.
1.60. Business accounts commonly Out not invariably) record costs
on an historic basis, partly to ensure that they are completely
objective. Historic cost accounting requires goods or assets
used in production to be valued by the expenditures actually
incurred to acquire those goods or assets, however tar back in
the past those expenditures took place. In the System, how-
ever, the concept of opportunity cost as defined in economics
is employed. In other words, the cost of using, or using up,
some existing asset or good in one particular process of pro-
duction is measured by the amount of the benefits that could
have been secured by using the asset or good in alternative
ways. Opportunity cost is calculated with reference to the op-
portunities foregone at the time the asset or resource is used,
as distinct from the costs incurred at some time in the past to
acquire the asset. The best practical approximation to oppor-
tunity cost accounting is current cost accounting, whereby as-
sets and goods used in production are valued at their actual or
estimated currcnt market prices at the time the production
takes place. Current cost accounting is sometimes described
as replacement cost accounting, although there may be no in-
tention of actually replacing the asset in question after it has
been used.
1.61. When there is persistent inflation, even moderate inflation, the
use of historic costs tends to wrderestimate the opportunity
costs of production in an economic sense so that historic cost
profit may be much greater than the operating surplus as de-
fined in the System. Profits at historic costs are liable to give
very misleading signals as to the profitability of the produc-
tion processes to which they relate by systematically under-
valuing inputs compared with outputs. They can lead to
mistaken decisions at both a microeconomic and macro@o-
nomic level.
I.62. Current cost accounting has ramifications that permeate the
entire System. It affects all the accounts and balance sheets
and their balancing items. A fundamental principle underlying
the measurement of gross value added, and hence GDR is that
output and intermediate consumption must be valued at the
prices current at the time the production takes place. This im-
plies that goods withdrawn from inventories by producers
must be valued at the prices prevailing at the times the goods
are withdrawn and not at the prices at which they entered in-
ventories. This method of recording changes in inventories is
not commonly used in business accounting, however, and may
sometimes give very different results-especially when in-
ventory levels fluctuate while prices are rising. Similarly, con-
sumption of fixed capital in the System is calculated on the
basis of the estimated opportunity costs of using the assets at
the time they are used, as distinct from the prices at which the
assets were acquired. When there is persistent inflation, the
value of consumption of fixed capital is liable to be much
greater than depreciation at historic costs, even if the same as-
sumptions are made in the System and in business accounts
about the service lives of the assets and their rates of wear and
tear and obsolescence. To avoid confusion, the term "con-
sumption of fixed capital" is used in the System to distinguish
it from "depreciation" as typically measured in business ac-
counts, just as the term "operating surplus" is used instead of
"profit" or "operating profit".
1.63. Measuring consumption of fixed capital at current costs is
equivalent to measuring the operating surplus from produc-
tion after deducting the costs of maintaining intact the stock of
fixed assets used in production-that is, after deducting the
costs of replacing assets used up in production (as distinct
from the costs of replacing assets destroyed by events not con-
nected with production, such as earthquakes or other natural
disasters, or acts of war, such losses being recorded elsewhere
in the System in the capital accumulation accounts). Even
when the fixed assets used up are not actually replaced, the
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amount of consumption of fixed capital charged as a cost of
production should be sufficient to enable the assets to be rc-
placed, if desired. Similarly, the concept of disposable income
used in the System is based on the underlying idea that it rep-
resents the maximum amount available to a household for pur-
poses of consumption after maintaining its net worth intact,
i.e., its assets minus its liabilities valued at currcnt prices.
However, the System excludes from the calculation of income
any assets received or disposed of as a result of capital trans-
fers that merely redistribute wealth between differcnt units,
and also any assets received or disposed of as a result of *other
volume changes" as described in chapter XII. It also excludes
any real holding gains or losses on assets or liabilities due to
changes in theirrelative prices. At a macro level, the aggregate
income of a group of units is not changed by redishibuting
wealth within the group. The System takes account of capital
transfers, other volume changes and rcal holding gains or
losses by recording them in the accumulation accounts of the
units concerned and not in their income accounts.
Micro-macro links
l.&. The sequence of accounts and balance sheets of the System
could, in principle, be compiled at any level of aggregation,
even that of an individual institutional unit. It might therefore
appear desirable if the macr@conomic accounts for sectors or
the total economy could be obtained directly by aggregating
conesponding data for individual units. There would be con-
siderable analytical advantages in having microdatabases
that are fully compatible with the corresponding macr@co-
nomic accounts for sectors or the total economy. Data in the
form of aggregates, or averages, often conceal a great deal of
useful information about changes occurring within the popu-
lations to which they relate. For example, economic theory in-
dicates that changes in the size of distribution of income may
be expected to have an impact on aggregate consumption over
and above that due to change.s in the aggregate level of income.
Information relating to individual units may be needed not
only to obtain a better understanding of the working of the
economy but also to monitor the impact of government poli-
cies, or other events, or selected types of units about which
there may be special conceffi, such as households with very
low incomes. Micro-data sets also make it possible to follow
the behaviour of individual units over time. Given the contin-
uing improvements in computers and communications, the
management and analysis of very large microdatabascs is be-
coming progressively easier. Data can be derived from a vari-
ety of different sources, such as administrative and business
records, as well as specially conducted censuses and surveys.
1.65. In practice, however, macroeconomic accounts can seldom be
built up by simply aggregating the relevant micro-data. Even
when individual institutional units ke"p accounts or records
the concepts that are needed or appropriate at a micro level
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may not be suitable at a macro level. Individual units may be
obliged to use conoepts designed for other purposes, such as
taxation. The accounting conventions and valuation methods
used at a micro level typically differ from those required by
the System. For example, s already noted, the widespread use
of historic cost accounting means that the accounts of individ-
ual enterprises may differ significantly from those used in the
System. Depreciation as calculated for tax purposes may be
quite arbitrary and unacceptable from an @onomic viewpoint.
ln such situations, it is impractical to try to adjust the individ-
ual accounts of thousands of enterprises before aggregating
them. It may be much easier to adjust the data after they have
been agpg ted to some extent. Of course, the data do not
have to be ^ Egregated to the level of the total economy, or even
complete sectors or industries, before being adjusted and it is
likcly to be morc efficient to make the adjustments for smaller
and more homogenous groups of units. This may involve
compiling so-called intermediate systems of accounts. At
whatever level of aggregation the adjustments are made, the
inevitable consequence is to make the resulting macro-data no
longer equivalent to simple aggregations of the microdata
from which they are derived. When the microdata arc not de-
rived from business accounts or administrative records but
from censuses or surveys designed for statistical purposes, the
concepts used should be closer to those required, but the re-
sults may still require adjustment at a macro level because of
incomplete coverage (the surveys being confined to enter-
prises above a certain size, for example) and bias from rc-
sPonse erons.
1.66. Most households are unlikely to keep accounts of the kind
needed by the System. Micro-data for households are typi-
cally derived from sample surveys that may be subject to sig-
nificant response and reporting erors. It may be particularly
difficult to obtain reliable and meaningful data about the ac-
tivities of small unincorporated enterprises own"d by house-
holds. Aggrcgates based on household surveys have to be
adjusted for certain typical biases, such as the under-rcporting
of certain types of expenditure (on tobacco, alcoholic drinlc,
gambling, etc.) and also to make them consistent with macro-
data from other sources, such as imports. The systematic ex-
ploitation of micro-data may also be restricted by the
increasin g concerns about confi dential ity and poss ible misuse
of such databases.
1.6'l . It may be concluded thereforc that, for various neasons, it may
be difficult, if not impossible, to achieve micro-databases and
macroeconomic accounts that are fully compatible with each
other in practice. Nevertheless, as a general objective, the con-
cepts, definitions and classifications used in economic ac-
counting should, so far as possible, be the same at both a micro
and macro level to facititate the interface between the two
kinds of data.
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J. The aggregates of the system as indicators of sconomic activity and welfare
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1.68. The SNA consists of a cohercnt, consistent set of macr@co-
nomic accounts and tables designed for a variety of analytical
and policy purposes. Nevertheless, certain key aggregates of
the system, such as GDP and GDP per head of population,
have acquired an identity of their own and are widely used by
analysts, politicians, the press, the business community and
the public at large as summary, global indicators of economic
activity and welfare. Movements of such aggregates, and their
associated price and volume measures, äE used to evaluate the
overall performance of the economy and hence to judge the
relative success or failure of economic policies pursued by
Governments.
1.69. GDP is a measure of production. The level of production is im-
portant because it largely determines how much a country can
afford to consume and it also affects the level of employment.
The consumption of goods and services, both individually and
collectively, is one of the most important factors influencing
the welfare of a community, but it is only one of several fac-
tors. There are also others, such as epidemics, natural disasters
or wars, that can have major negative impacts on welfare,
while otherc, such as scientific discoveries, inventions or sim-
ply god weather, ffiäy have significant positive impacts.
These factors obviously do not enter into the measurement of
GDR which refers only to the flow of goods and services pro-
duced within a given period. Thus, movements of GDp on
their own cannot be expected to be good indicatom of changes
in total welfare unless all the other factors influencing welfare
happen to remain constantn which history shows is never the
case. These points are elaborated further in this section be-
cause of common misunderstandings about GDPas an indica-
tor of welfare.
1.70. There are two aspects that need to be separated. The first is the
adequacy of the main aggr€gates of the System as summary
indicators of economic activities taking place within the econ-
omy as a whole and flows of goods and services produced or
consumed. The second is the more general question of the va-
lidity of using measures of aggregate production or consump-
tion as indicators of welfare.
2. The coverage of GDP and the
role of estimates and imputations
I.7l. Adistinction needs to be drawn between activities such as pro-
duction and consumption taking place in the economy and the
transactions associated with those activities that are recorded
in the accounts. As noted, transactions are interactions be-
tween institutional units, such as the exchange of ownership
of a god. The physical process by which a good is produced
is quite separate from the subsequent ransaction in which it
may be sold or supplied to another unit.
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1.72. When goods and services produced are sold in monetary trans-
actions, their values are automatically included in the ac-
counts of the System. Many goods or services are not actually
sold but arc nevertheless supplied to other units: for example,
th"y may be bartered for other goods or services or provided
free as transfers in kind. Such goods and services must be in-
cluded in the accounts even though their values have to be es-
timated. The goods or services involved are produced by
activities that are no different from those used to produce
goods or services for sale. Moreover, the transactions in which
the goods and services are supplied to other units are also
proper transactions even though the producels do not receive
money in exchange. It is misleading to describe such output as
"imputed". For example, the senrices of financial intermedi-
aries which are indirectly measured in the System arc not im-
puted. However, their values have to be estimated.
1.73. When goods or services are retained for own use, no transac-
tions with other units take place. In such cases, in order to be
able to record the goods or services in the accounts, internal
transactions have to be imputed whereby producers allocate
the goods or services for their own consumption or capital for-
mation and values also have to be estimated for them. Never-
theless, as in the case of non-monetary transactions between
units, the goods and services themselves are not imputed.
1.14. Thus, estimates and imputations are needed in order to be able
to record in the accounts productive activities whose outputs
are not disposed of in monetary transactions with other units.
Such estimates and imputations should therefore not be inter-
preted as introducing hypothetical activities or flows of goods
and services into the System. Their purpose is the opposite-
namely, to capture in the accounts major flows of goods and
services actually taking place in the economy that would oth-
erwise be omitted. In order to obtain comprehensive mea-
sures, values have to be estimated for all outputs of goods and
services that are not sold but disposed of in other ways.
1.75. In practice the System does not record all outputs, however,
because domestic and personal services produced and con-
sumed by members of the same household are omitted. Sub-
ject to this one major exception, GDP is intended to be a
comprehensive measure of the total gross value added pro-
duced by all resident institutional units. GDP is, of course,
confined to outputs produced by economic activities that are
capable of being provided by one unit to another. Not all ac-
tivilies that require the expenditure of time and effort by p"t-
sons are productive in an economic sense-for example,
activities such as eating, drinking or sleeping cannot be pro-
duced by one person for the benefit of another. Consistent with
this principle, the activity of studying and learning also does
not qualify as production, as already noted. Pupils and stu-
dents are consumers of the educational services produced by
teachers and educational establishments.
System of National Accounts 1993
3. Ghanges in welfare
l.'16. In a market @onomy, the prices used to value different goods
and services should reflect not only their relative costs of pro-
duction but also the relative benefits or utilities to be derived
from using them for production or consumption. This estab-
lishe.s the link between changes in aggregate production and
consumption and changes in welfare. However, changes in the
volume of consumption, for example, arc not the same as
changes in welfare. The distinction between the quantity of
some good or service and the utility derived from consuming
it is clear enough at the level of an individual good or sewice.
For example, the quantity of sugar consum"d by households
is measured in physical units. It is measured quite indepen-
dently of any utility that the households may, or may not, de-
rive from consuming it.
Interaction with non-economic factors
1.77 . As already noted, total welfare depends on many other factors
besides the amounts of goods and services consumed. Apart
from natural events such as epidemics, droughts or floods,
welfare also depends on political factors, such as freedom and
security. Obviously, as a measure of production, GDP is not
intended to embrace non-economic events, such as political
revolutions, wars, natural disasters or epidemics.
1.78. Consider the effects of an exceptionally severe winter com-
bined with an influenza epidemic. other things being equal,
the production and consumption of a numberof goods and ser-
vices may be expected to rise in response to extra demands cre-
ated by the cold and the epidemic; the production and
consumption of fuels, clothing and medical services will tend
to increase. As compared with the previous yür, people may
consider themselves to be worse off overall because of the ex-
ceptionally bad weather and the epidemic, notwithstanding
the fact that production and consumption may have increased
in response to the additional demand for heating and health
services. Total welfare could fall even though GDP could in-
crease in volume terms.
1.79. This kind of situation does not mean that welfare cannot be ex-
pected to increase as GDP increases, other things being equal.
Given the occunence of the cold and the epidemic, the com-
munity presumably finds itself much better off with the extra
production and consumption of heating and health services
than without them. There may even be a general tendency for
production to rise to remedy the harmful effects of events that
reduce people's welfare in a broad sense. For example, pro-
duction may be expected to increase in orderto repairthe dam-
age caused by such natural disasters as earthquakes,
hurricanes and floods. Given that the disasterhas occurred, the
extra production presurnably increases welfare.
1.80. GDPmay also be expected to rise in response to disasters other
than natural ones. In particular, the production and consump-
tion of goods and services typically rises as a result of wars.
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The same reasoning applies as fornatural disastcts. Given that
a state of war exists, any consequential increase in the produc-
tion and consumption of armaments or defence services may
well increase welfare by affording extra protection to the com-
munity. Whether such increased welfare is sufficient to com-
pensate for the loss of welfare caused by the war itself is quite
another matter. The fact that the volume of GDPmay increase
as a result of the outbreak of war when the consumption of in-
dividual goods and services by households may be falling
does not expose a deficiency in national accounts concepts, as
is sometimes maintained. It has been argued that collective de-
fence scrvices should be classified as intermediate rather than
final consumption, but there are in fact no firtherprocesscs of
production in which such services are consumed. It is clear
that the total level of production in the economy is likely to risc
in response to the cornmunity's increased corurumption ofcol-
lective defence services, even though the community would
presumably prefer the output to be used for other purposes if
there were no war.
1.81. Similar considerations arise with respect to so-called "rcgret-
table necessities" in general. When production and consump
tion increase in order to compensate for the loss of welfare
created by damage or "bads" that did not previously exist, the
community may be no better off than if the damage had not
occurred. However, this should not be allowed to obscure the
fact that without the extra production and consumption the
community would actually be worse off still. The extra pro-
duction and consumption, in itself, actually increases welfare.
Goods and services are consumed by households to satis$
their needs and wants. Some of these needs or wants may be
created or increased by factors or events over which house-
holds have little or no control and which they may resent-bad
weather, natural disasters, pollution, etc.-but this in no way
diminishes the fact that they do derive benefits from consum-
ing the goods and services in question. Quite ordinary con-
surner goods such as food and drink could be characterized as
"regrettable necessities" which mercly satisfy the recurrcnt
basic needs of hunger and thirst without leaving the individu-
als any better off than beforc the onset of the hungerand thist.
Pushed to its logical conclusion, scarcely any consumption
improves welfare in this line of argument.
Welfare, economic analysis and policy-making
1.82. Although movements in GDP and other aggregates for the
total economy can be useful indicators of changes in both ec(F
nomic activity and welfarc, the calculation of such aggregates
is not the main reason for compiling national accounts. The
SNA is an integrated system of accounts embracing different
kinds of activities and sectors. It is intended for purposes of
economic analysis, decision-taking and policy-making. It is a
multi-purpose system designed to meet the requircments of
different kinds of ubrs: governments, businesses, rcsearch in-
stitutes, univercities, the press and the general public. No sin-
gle user, or group of users, can take priority overall othets. fire
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use of one or two aggrcgates to gauge changes in welfarc may
be one of the more important uses of the System, but it is only
one use. The System is primarily intended to provide data at
different levels of aggregation to meet the needs of analysts
and policy makers interested in the behaviour of the economy
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and the factors responsible for major market disequilibria,
such as inflation and unemployment. The System is inevitably
a compromise intended to yield the maximum benefits to dif-
ferent kinds of users and may not thercforc be optimal forany
one purpose taken in isolation.

ll. 0verview
A. Introduction
2.1. This chapter provides an overall picture of the central frame-
workofthe System of National Accounts (SNA).It introduces
the main categories, which are in a sense the backbone of the
System, and the rules of accounting to be followed when re-
cording the various entries. It then describes the System's ac-
counting structure and discusses some of the ways in which
the central framework may be applied flexibly, depending on
specific country requirements. These presentations are based
on the point of view that national accounts are an integrated
system of accounts for which complete consistency is re-
quired. This is the traditional point of view on national ac-
counting and it remains the central one. Thereafter, the chapter
proceeds from a second point of view, one that regards na-
tional accounts as a set of interrelated subsystems, each of
which is fully consistent internally and all of which, although
differing from one another in some aspects, are compatible in
a loose sense. Satellite accounts are introduced. These are con-
structs that are semi-integrated with the central framework.
2.2. As stated in chapter I, the central framework describes the es-
sential phenomena which constitute economic life: produc-
tion, income, consumption, accumulation and wealth. It
provides an understandable and simplified but complete rep-
resentation of this set of phenomena and their interrelations.
2.3. T\e central framework is an integrated system. That is, the
same concepts, definitions and classifications are applied to
all accounts and sub-accounts. For example, all dwellings are
treated as assets used to produce goods and services. As a con-
sequence, all housing services, whether sold or consumed by
the owners, are included within the production boundary, and
all of the corresponding income originating from the produc-
tion of housing services appears in the System in the same ac-
counts using the same definitions and classifications.
2.4. Nevertheless, integrated does not mean restricted to a single
point of view. The central framework includes several points
of view-for example, stocks and flows, the nature of transac-
tions and the purposes of transactions, institutional units and
establishment-type units, market output, output produced for
own final use and other non-market output, consumption ex-
penditure and actual consumption. All of them are mutually
consistent.
2.5. The central framework is also consistent. That is, each eco-
nomic flow or stock is measured identically for the parties in-
volved. This consistency is achieved by applying throughout
the System the same concepts and definitions and also by
using a single set of accounting rules for all entries in the Sys-
tem. Of course, the actual data coming from the accounts or
statistics provided by elementary units will not be fully consis-
tent for various reasons. In practice, achieving consistency in
national accounts requires a large amount of additional work
2.6. Integration and consistency are basic requirements origina-
ting from the fundamental characteristics of economic lifeand
coherent accounting. These features allow the central frame-
work to serve as a basis for the coordination of economic, and
in part social, statistics.
l. Analysing flows and stocks
2.'l . Basically, the purpose of a system of national accounts is to
record economic flows and stocks. Economic flows can be
thought of in various ways. Consider the question "Who does
what?" "'W'ho" refers to the economic agent engaged in doing
something, the operator. "'What" is connected with the kind of
action this agent is undertaking. In a few cases, the answer to
this simple question provides a good preliminary character-
ization of an economic flow.
2.8. But in general the question is too simple to provide even a
rough economic description of a specific flow. Täke the exam-
ple of somebody buying a loaf of bread. ln order to charac-
tenzethe flow, it is necessary to consider from whom this loaf
of bread is bought (a retailer or a superrnarket) and what is
given in exchange (a coin or a note). So the starting question
is transformed into "'Who does what with whom in exchange
for what?" This rather simple flow involves two operators (a
buyer, a seller), two main actions (a purchase, a sale), two sec-
ondary actions (a payment, a receipt) and two objects (bread,
a coin or a note). Again, a complete description would require
more information: at least the weight, kind and price of the
bread.
2.g. The picture in the real world is still more complicated. Before
this flow occured, the seller had a certain quantity of bread in
his shop; afterward he has less bread but more money. The
17
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buyer had a certain amount of money, now he has less money
but some head (before eating it). So the flow between them
has changed their initial situations. This means that flows can-
not be looked at in isolation; the situations beforc and after a
flow occun need to be considered. At those two points in time,
one must ask the question "Who has what?" The baker not
only has bread and cunency, he also has a house with the shop,
a kneading-trough, some flour, a deposit in a bank, a car, etc.
In other words, he has (he owns) a certain stock of objects. The
same is true forthe buyer. In addition to what they arc in them-
selves, flows modify stocks. Flows and changes in stocks arc
intrinsically connected. The previous question is again trans-
formed into "'Who does what with whom in exchange for what
with what changes in stocks?"
2.10. However, the various ways of looking at this example have not
yet been exhausted. Before the baker can sell b'read, he has to
bake it. He uses flour, water, electricity, a kneading-trough,
etc. So, an additional question is "Who does what by what
means?" What he does can also be characterized in two ways:
his activity (to bake) and the result of it (a product: brcad).
z.lL with respect to the buyer one can ask "why does he buy
bread?" The obvious purpose is for eating it, as food; however,
it could be different- for giving it to a beggar, as charity. This
raises the question "'Who does what for what purpose?"
2.I2. Mixing all the questions together results in a rather complex
combination of simple links: "'Who does what by what means
for what purpose with whom in exchange for what with what
changes in stocks?" Answering these questions for all eco-
nomic flows and stocks and operators in a given economy
would provide an enorrnous amount of information describing
the complete network of economic interrelations. However, it
would require an enonnous amount of basic data, which are
not always available, nor complete (i.e., they cover only cer-
tain aspects of the complex chain of questions). In addition, it
is necessary to organize the recording of economic flows and
stocks in an intelligible way, as discussed in the next section.
It will become apparent that full articulation of all the ques-
tions raised by the analysis of economic flows is not necessary.
2. Recording flows and stocks
2.13. LJsers' needs set certain requirements for the accounting
framework. First, it should provide a picture of the economy,
but the picture, to be intelligible and manageable, must be sim-
plified. Secondly, it should faithfully represent economic life
by covering all important aspects in a balanced way without
neglecting orgiving too little emphasis to some aspects orgiv-
ing others too much prominence. Finally, it should portray all
significant economic behaviour, interrelations and the results
of economic activity. Although meeting these requircments is
neccssary, they are contradictory to a certain extent. d,chiev-
ing the right balance among them is not easy. Too great a sim-
plification can lose sight of or neglect important aspects of
1 8
ffiffilT:ffi ::""-*äffi *#'ffffi:T:il
lower intelligibility and mislead some users, and so on.
2.14. To meet these requirements, the System llses, first, a limited
number of basic categories to analyse and a1gr:99ate certain
aspects (lVho? What? V[hat purpose? What stocks?) of the
very numerous elementary flows. This is explained briefly in
the next part of this chapter and in detail in the relevant chap-
ters. Secondly, the System simplifies the picture it gives of the
economic interrclations by not recording systematically the
"who with whom?" question; that is, it does not depict the net-
work of flows between the various types of operators. How-
ever, the "who with whom?" relation, which is not introduced
in the accounting frameworlq is obvious in a number of cases
and neeommended in practice in some others. Also, the System
does not record at all the "what in exchange for what?" ques-
tion; that is, it does not indicate, for example, the specific na-
turc of the financial counterpart (currency or deposit or
short-term loan, etc.) of the purchases of goods and services
or the payment of taxes.
2.15. Thus, in lieu of showing the network of direct economic rela-
tions between pairs of operators, the System is structured to
avoid the need to rerord relations between pairs of operators
and to make it sufficient to record each type of relation be-
tween a given operator (or group of operators) and all the other
operators indiscriminately. The dummy, or scr@n, accounts
that accomplish this objective are presented below in para-
graphs 2.152 and 2.154 to 2.160.
2.16. The fact that the System is integrated, although not fully artic-
ulated, does not reduce its consistency requirements. In effect,
::Hffi ;:iTyi:T;T,?",,:il:::ili,;'tr*ilä:
each economic flow or stock should be measured identically
for both parties involved. The consistency in the System is
achieved by applying throughout the same concepts and defi-
nitions and also by using a single strict set of accounting rules.
These accounting rules arc also presented briefly in section C
below and more completely in chapter III.
2.17. The recording of flows and stocks is made in accounts, each
account referring to a certain aspect of economic life. National
accounts may be presented in several ways. The System
mainly follows the classical presentation in the form of bal-
ancing statements with incomings on one side and outgoings
on the other side. The accounts of the System are described in
section D of this chapter and, with more detail, in each relevant
chapter. The other main way of presenting the accounts is a
matrix, in which each account is represented by a row and
column pair. The matrix presentation is introduced in the
annex to this chapter (and is used systematically in social
accounting matrices, which are discussed in chapter XX).
The annex also introduces presentations in the form of dia-
grams and equations.
Overview
B. Main categories
2.18. the SNAcontains a number of classifications which in a sense
constitute the skeleton of the System and permit various as-
pects of the questions raised above to be answered:
Institutional units and sectors (who?)
Transactions and other flows (what?)
Assets and liabilities (what stocks?)
Activities, establishments, products (other aspects of
who and what?)
Purposes (what for?).
They are prcsented in turn.
l. lnstitutional units and rectors
2.19. The fundamental units identified are the economic units which
are capable of owning assets and incurring liabilities on their
own behalf. Th"y can engage in the full range of transactions.
These units are called institntional units. In addition, being
centres of legal responsibility, institutional units are centres of
decision-making for all aspects of economic life. In practice,
some institutional units control others and thus in such cases
autonomy of decision is not total and may vary over time. t e-
gally independent holding of assets and liabilities and auton-
omous behaviour do not always coincide. In the System,
preference is generally given to the first aspect because it pro-
vides a better way to organize the collection and presentation
of statistics even if its usefulness is limited in some cases.
Institutional sectors
2.20. The institutional units are grouped together to form institu-
tional sectors, on the basis of their principal functions, behavi-
our, and objectives:
Non-financial corporations: institutional units which
are principally engaged in the production of market
goods and non-financial services
Financial corporations: institutional units which are
principally engaged in financial intermediation or in
auxiliary fi nancial activities
General govertrn,ent: institutional units which, in addi-
tion to fulfilling their political responsibilities and their
role of economic regulation, produce principally non-
market services (possibly goods) for individual or col-
lective consumption and redistribute income and wealth
Households: all physical persons in the economy, with
the institutional unit in the household sector consisting
of one individual or a group of individuals. According
to the criteria given fordefining the institutional unit, the
household of the owner of an unincorporated enterprise
in general includes this enterprise, which is not consid-
ered an institutional unit (except under certain condi-
tions). the principal functions of households are the
supply of labour, final consumption ild, as entnepre-
neuns, the production of market goods and non-financial
(possibly financial) services
Non-profit institutions serving households (NPISHs):
legal entities which arc principally engaged in the pro-
duction of non-market services for households and
whose main resources arc volun@ contributions by
households.
2.2L Each sector, except NPISHS, contains a number of sub-sectors
(with various levels) distinguished according to a hierarchical
classification (see chapter IV). A sub-sector comprises entire
institutional units, and each institutional unit belongs to only
one sub-sector. In addition, the distinction between pub-
lic, national private and foreign controlled corporations
and between various socio-economic groups of house-
holds is emphasized in the System in order to respond to
policy concerns.
Delimitation of the total economy and the rest 0f the world
2.22. The total economy is defined in terms of institutional units. It
consists of all the institutional units which are resident in the
economic territory of a country. The economic territory of a
country, although consisting essentially of the geographical
territory, does not coincide exactly; some additions and sub-
tractions are made (see chapter xIV). The concept of resi-
dence in the System is not based on nationality orlegal criteria.
An institutional unit is said to be a resident unit of a country
when it has a centrc of economic interest in the economic ter-
ritory of that country-that is, when it engages for an extended
period (one year or more being taken as a practical guideline)
in economic activities on this territory. The institutional sec-
tors referred to above are groups of resident units.
2.23. Resident units engage in transactions with non-resident units
(that is, units which are residents of other economies). These
transactions are the external transactions of the sconomy and
are grouped in the account of the rest of the world. Strictly
speaking, the rest of the world is the account of transactions
occurring between resident and non-resident units, but it may
also be seen as the whole of non-resident units that enter into
transactions with resident units. So, in the System's account-
ing structure, the rest of the world plays a role similar to that
of an institutional sector, although non-resident units are in-
cluded only in so far as they are engaged in transactions with
resident institutional units. Consequently, as far as coding of
classifications is concerned, a specific item for the rest of the
world is included at the end of the classification of sectors.
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2. Transactions and other flows
2.24. Institutional units and their members fulfil various economic
functions; that is, they produce, consuffie, save, invest, etc.
Th"y engage in various economic activities (agriculture, man-
ufacturing, etc.) as entrcpreneurs or wage-earners or suppliers
of capital, or they are unemployed. In all aspects of their eco-
nomic functions and activities, they undertake a great number
of elementary economic actions. These actions rcsult in eco-
nomic flows, which, in addition to their specific nature
(wages, taxes, fixed capital formation) crcate, transform, ex-
change, transfer or extinguish economic value; they involve
changes in the volume, composition or value of an institu-
tional unit's assets or liabilities. The economic value may take
the form of ownership rights on concrcte objects (a loaf of
bread, a dwellitg) or intangible assets (a film original) or of
financial claims (liabilities being understood as negative eoo-
nomic value). In all cases, it represents a certain quantum of
abstract economic value which is potentially usable to acquire
goods or services, pay wages or taxes, etc.
2.25. Most economic actions are undertaken by mutual agreement
between institutional units. Th"y are either an exchange of
economic value or a voluntary transfer by one unit to another
of a certain amount of economic value without a counterpart.
These actions undertaken by mutual agreement between two
institutional units are called transactions in the System. The
System also treats as transactions certain economic actions in-
volving only a single institutional unit which are similar in na-
ture to actions undertaken by mutual agreement by two
different institutional units, such as own-account fixed capital
formation. They are internal, or intra-unit, transactions.
2.26. However, not all economic flows are transactions. For exam-
ple, certain actions undertaken unilaterally by one institu-
tional unit have consequences on other institutional units(s)
without the latter's consent. The System records such actions
only to a limited extent, essentially when governments or
other institutional units take possession of the assets of other
institutional units, including non-resident units, without full
compensation. In real life, unilateral economic actions bearing
consequences, either positively or negatively, on other eco-
nomic units (externalities) are much broader. However, such
externalities are not recorded in the System. Also, human ac-
tion may result in the transfer of natural assets to economic ac-
tivities and the subsequent transformation of these assets.
These phenomena are recorded in the System as economic
flows, changing the amount of economic value. Moreover,
non-economic phenomena, such as wars and natural disasters,
may destroy economic assets, and this extinction of economic
value must be accounted for. Also, the value of economic as-
sets and liabilities may change during the time they arc held as
stocks, as a consequence of changes in prices. These and sim-
ilar flows that are not transactions, which are called other eco-
nomic flows in the System, are described in chapter XII.
2.2'1 . The economic flows can be actual, observable flows or they
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can be built up or estimated for analytical purposes. Certain
flows may be directly observed in value terms. This is the case
for monetary hansactions between two institutional units,
such as a purchase/sale of a good or the payment of a tax. Other
two-unit flows arc observable but cannot be immediately val-
ued. These flows include barter of goods and services or edu-
cation services consumed by students and provided free of
charge by government; a value in money terms has to be attrib-
uted to them. Both of these types of two-unit transactions may
ormay not involve a "quid pro quo"-that is, a flow in one di-
rection is linked to a counterpart flow in the oppositedirection.
Barter is an example of a two-unit flow involving a quid pro
quo; a social assistance benefit in cash is a two-unit flow that
does not involve a quid pro quo. Another kind of flow involves
only one institutional unit. Th"y may be physically observ-
able, as in the case of output, own-account consumption or
capital formation, or destruction by natural catastrophes. A
value has to be attributed to them (this may be fairly easy in
certain cases, such as when output is mostly sold). Other intra-
unit, or internal, flows may not be observable as such; ac-
counting entries are then constructed for the sake of measuring
economic performance correctly. This is the case for the con-
sumption of fixed capital or the revaluation of assets and lia-
bilities. Certain inter-units flows, like the reinvested earnings
on direct foreign investment, are also accounting entries cre-
ated for analytical purposes. Finally, some observable mone-
tary transactions are not recorded as they are observed in
practice because they are of a composite nature (nominal in-
terest, total insurance premiums) or their legal nature does not
corespond to their economic one (financial leasing). Conse-
quently, for the System, they are split up into various compo-
nents and/or their classification and routing is modified.
2.28. In modern market economies, most transactions are monetary
and take place between different institutional units. They con-
stitute the fundamental basis for valuing flows in national ac-
counts. The relative importance of non-monetary transactions
varies according to the type of economy and the objectives
pursued by the accounting system. It is generally greater for
less developed economies than for develop"d ones, in which,
however, it is not negligible.
Main types of transactions and other flows
2.29. Elementary transactions and other flows are innumerable.
They are grouped into a relatively small number of types ac-
cording to their nature. The System's main classification of
transactions and other flows includes four first-level types,
with each suMivided according to a hierarchical classifica-
tion. It is designed to be used systematically in the accounts
and tables of the central framework and cross-classified with
institutional sectors, industry and product, and purpose classi-
fications.
2.30. Transactions in goods and services (products) describe the or-
igin (domestic output or imports) and use (intermediate con-
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sumption, final consumption, capital formation or exports) of
goods and services. By definition, goods and services in the
System arc always a result of production, either domestically
or abroad, in the current period or in a previous one. The term
products is thus a synonym for goods and services.
2.31. Dßtributive transactions consist of transactions by which the
value added generat"d by production is distributed to labour,
capital and govemment and of transactions involving the rc-
distribution of income and wealth (taxes on income and
wealth and other transfers). The System draws a distinction
between cwrent and capital transfers, with the latter deemed
to redistribute saving or wealth rather than income (see chap-
ter VII|.
2.32. Tlansactions in financial instruments (or financial transac-
tions) refer to the net acquisition of financial assets or the net
incurrence of liabilities for each type of financial instrument.
Such changes often occur as counterparts of non-financial
transactions. Th"y also occur as transactions involving only
financial instruments. Transactions in contingent assets and li-
abilitiqs are not considered transactions in the SNA (see chap-
ter XI).
2.33. Other accumulation entries cover transactions and other eco-
nomic flows not taken into account before which change the
quantity or value of assets and liabilities. First, they include
consumption of fixed capital and acquisitions less disposals of
non-produced non-financial assets. Then, they cover other
economic flows of non-produced assets, such as discovery or
depletion of subsoil resources or transfers of other natural as-
sets to economic activities. They also cover the effects of non-
economic phenomena such as natural catastrophes and
political events (wars for example). Finally, they include hold-
ing gains or losses, due to changes in prices, and some minor
items (see chapter XII).
Characteristics of transactions in the System
2.34. In orderto provide more useful answers to the questions raised
in the analysis of flows, some transactions are not recorded in
the System as they might be directly observed. First, the Sys-
tem often uses categories which are more closely identified
with an economic concept. For example, gross fixed capital
formation, a sub-category of transactions in goods and ser-
vices, is broader than the limited coverage thought of as "pur-
chases of fixed assets". In order to be ctoser to an economic
concept, it covers the acquisition of new and existing fixed as-
sets, through purchases, barter transactions, own-account cap-
ital formation or investment grants received in kind, less the
disposal of existing assets, through sales, barter transactions
or investment grants made in kind.
2.35. Secondly, as the previous example shows, the System also
often uses categories which are compacted, that is, are the re-
sult of combining a number of elementary transactions.
"Changes in inventories", for example, is the difference be-
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tween entries into and withdrawals from inventories and re-
current losses. The same netting happens fortransactions in fi-
nancial instnrments. All transactions in an instrument held as
an asset (or as a liability) are grouped under the heading of this
instrument. The item "loans", for example, covers issuance of
new loans, convensions, and redemptions or cancellations of
existing loans. Finally, some categories of transactions in the
System, such as distributive transactions concerning interest
and net non-life insruance prcmiums, requirc an actual fans-
action to be split into parts.
2.36. Although monetary transactions have a basic role in the valu-
ation of flows in the System, non-monetary transactions are
also significant. They include flows of goods and services that
take place between institutional unitrs for which values have to
be estimated and also some flows that are assumed to take
placc within units. It is often desirable, therefore, to show
monetary transactions separately from non-monetary in the
broad sense, with in-kind transactions as an additional sub-
category.
Complementary classification of transactions and other flows
2.37 . Since introducing all relevant distinctions throughout the clas-
sification of transactions and other flows would overburden
the picture, the System provides a complementary classifica-
tion to facilitate additional presentations and analysis. The
complementary classification is not intended for regular use
but for use when a more detailed analysis of certain accounts
or of certain transactions is needed and when users need help
in understanding the results. Moreover, it is not intended to
limit the extension of national complementary classifications:
the latter may indeed have a broader coveffig€, according to
specific needs.
2.38. The complementary classification of transactions and other
flows shows, first, a number of transactions in kind explicitly,
such as own-account final consumption, barter transactions
and wages and salaries in kind. Secondly, it shows the compo-
nents of compacted flows, such as output and intermediate
consumption. Also, it includes observed composite transac-
tions, such as nominal interest or total insurance premiums,
that are split into components for use in the System. FinallS it
provides additional details and complements. As stressed in
chapter XIX, countries are invited to use both the main and
complementary classifications in a flexible way. In particular,
they may want to subdivide some headings of the main classi-
fication to analyse specific transactions; the complementary
classification provides a useful reference.
2.39. The main and complementary classifications are in annex V at
the end of this manual.
3. Assets and liabilities
2.40. Assets and liabilities are the components of the balance sheets
of the total economy and institutional sectors. In contrast to the
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unit or sector or the economy as a whole. However, stocks are
connected with flows: they result from the accumulation of
prior transactions and other flows, and th"y are modified by
futurc transactions and other flows. Generally recorded at the
point in time when an inventory is drawn up, they result in fact
from a continuum of entries and withdrawals, plus some
changes, either in substanoe or in value, occurring during the
perid a given assetor liability is held. Thus stocks and flows
arc closely rclated.
2.4L The coverage of assets is limited to those assets which arc sub-
ject to ownership rights and from which @onomic benefits
may be derivedby theirownem by holding them orusing them
in economic activity as defined in thc System. Most @nsumer
durables, human capital, culture as such and natural tresorupes
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2.42. The classification of assets distinguishes, at the first level, fi-
nancial and non-financial (produced and non-produced) as-
sets (see chapter X). Most non-financial assets generally serve
two purposes. They are primarily objects usable in economic
activity and, at the same time, serve as stores of value. Finan-
cial assets are directly stores of value, although they may also
fulfil other functions.
4. Producing units and products
Producing units
2.43. Institutional units such as corporations may produce various
types of goods and services. These goods and services rpsult
from processes of production which may dif,feras regards ma-
terials and supplies consumed, kind of equipment and labour
employed and techniques used. In other words, they may
come from differcnt economic activities.
2.M. To study production and production functions in detail, it is
necessary to refer to more homogeneous units. The ideal solu-
tion would be to delineate, among institutional units, units
which would be totally homogeneous-that is, engaged in
only one economic activity-and observable. In practice, it is
not always feasible to distinguish, inside multi-activity units,
units of production engaged in a single activity and for which
the necessary data are available so that some secondary activ-
ities that cannot be separated are covered. For that reason, the
SNAuses forthe detailed study of production a unit which, in
addition to its principal activily, may cover secondary activi-
ties. As it is also necessary to give a picture of the distribution
of production in space, this unit also has to be in a single loca-
tion or nearby sites. This unit is the establishment.
2.45. Establishments that have' the same principal activity arc
grouped in industries according to the International Standard
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Industrial Classification of All Economic Activities (ISIC, Re-
vision 3).
2.46. Given the fundamental role played by the market in modern
economies, the SNA distinguishes, as an essential feature of
its stnrcture, between establishments which arc market pto-
ducers, producers for own final use and other non-market
ptoducers. Ivtarket establishments produce mostly goods and
services for sale at prices which arc economically significant.
Producers for own final use produse mostly goods and ser-
vices for final consumption or fixed capital formation by the
owners of the enterprises in which they arc produced. Other
non-market establishments supply most of the goods and ser-
ff"*äffiäil:f't 
charge orat prices which arcnot
2.47. firere is a hierarchical rclationship between institutional units
and establishments. An institutional unit contains one ormore
entire establishment(s), either market, producers for own final
use or other non-market. An establishment belongs to one and
only one institutional unit.
2.48. For more refined analysis of the production process, use is
made of an analytical unit of production. This unit, which is
not always observable, is the unit of homogeneous produc-
tion, defined as covering no secondary activities. These units
constitute homogeneous activities.
Products
2.49. Goods and services, also calledp roducts, äre the result of pro-
duction. They are exchanged and used for various purposes:
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conceptual distinction between market, own final use and
other non-market goods and services, allowing in principle
any kind of good or service to be either type. In order to study
transactions in goods and services in detail, the System uses
the Central hoduct Classification (CPC).
5. Purposes
2.50. The concept of purpose, or function, relates to the type of need
a transaction or group of transactions aims to satisfy or the
kind of objective it pursues. Transactions are first analysed in
the System according to their nature. Then, for certain sectors
or kind of transactions, they are analysed from the expenditury
side, by purpose, answering the earlierquestion "forwhatpur-
pose?" In any analysis by purpose, the transaction or group of
transactions is, in principle, the statistical unit to which a clas-
sificatipn is applied. The classifications used in the System are
described in chapter XVI[.
2.5L In the case ofhouseholds, consumption expenditurc and/orac-
tual consumption are traditionally classified by purpose in
household surveys and national accounts. Such analysis may
cover other parts of household accounts, like fixed capital for-
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mation, interest paid and some transfers. All expenditure by
NPISHS is broken down by purpose.
2.52. For govemment, the analysis by purpose applies to all trans-
actions except, in most instances, to transactions in financial
claims and interest on the public debt.
2.53. Normally, the analysis by purpose of market goods and ser-
vices has to be made from the users' side. A market producer
is normally not dircctly concerned with the purpose for which
a purchase is made, even if the purpose is of interest formarket
C. Rules of accounting
l. lntroduction
Terminology for the two sides of the accounts
2.54. The SNA utilizes the term resources for the side of the current
accounts where transactions which add to the amount of eco-
nomic value of a unit or a sector appear. For example, wages
and salaries are a resource for the unit or sector receiving them.
Resources are by convention put on the right side. The left side
of the accounts, which relates to transactions that reduce the
amount of economic value of a unit or sector, is termed üses.
To continue the example, wages and salaries arc a use for the
unit or sector that must pay them.
2.55. Balance sheets are presented with liabilities and networth(the
difference betw@n assets and liabilities) on the right side and
assefs on the left. Comparing two successive balance sheets,
one gets changes in liabilities and net worth and changes in as-
sets.
2.56. The accumulation accounts and balance sheets being fully in-
tegrated, the right side of the accumulation accounts is called
changes in liabilities and net worthand their left side is called
changes in assets. In the case of transactions in financial in-
struments, the changes in liabilities are often referred to as
(net) incurrence of liabilities and the changes in assets as (net)
acquisition of financial assets.
Double entry/quadruple entry
2.57. For a unit or sector, national accounting is based on the prin-
ciple of double entry, as in business accounting. Each transac-
tion must be recorded twice, once as a resource (or a change in
liabilities) and once as a use (or a change in assets). The total
of transactions recorded as resources or changes in liabilities
and the total of transactions recorded as uses or changes in as-
sets must be equal, thus permitting a check of the consistency
of the accounts. Economic flows that are not transactions have
their counterpart directly as changes in net worth, by construc-
tion. This is shown in section D below (and also in chapterXll,
which describes the other changes in volume of assets account
and the revaluation account).
2.58. The implications of the double entry principle are easy to
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research. For market , the problem is diffsent in
some instances producers may incur costs (int€rmediate, la-
bour, capital) which contribute to market prie but servo a
purpose that is differcnt ftom the one the market good or setr-
vice itself is destined to satisfy. This is the case, for example,
for expenditures for environmental protection or employee
training. The System provides for additional analysis in this
connection.
grasp in a number of cases: a household's purchase on credit
of a consumer good will appear as a use under final con$lmp-
tion expenditureand as an incumenceof a liability underlmns,
for example. If this good is paid for in cash, however, the pic-
ture is less simple: the counterpart of a use under final con-
sumption is now a negative acquisition of assets, under
curency and deposits, for instance. Other transactions are
even morc complicated. Output of goods is recorded as a
nesource in the account of a producer, its counterpart among
uses is recorded as a positive change in inventories. lVhen the
output is sold, there is a negative change in inventories-that
is, a negative acquisition of assets-balanced by a positive ac-
quisition of assets, for instance under curency and deposits.
2.59. In many instances, as explained earlier, the difficulty of seeing
how the double entry principle applies is due to the fact that
the categories of transactions in the System arc compacted.
2.ffi. In principle, national accounts-with all units and all see-
tors-are based on a principle of quadruple entry because
most transactions involve two institutional units. Each trans-
action of this type must be recorded twice by the two transac-
tors involved. For example, a social benefit in cash paid by .
government unit to a household is recorded in the accounts of
government as a use under the relevant type of transfers and a
negative acquisition of assets under curency and deposits; in
the accounts of the household sector, it is recorded as a
resource under transfers and an acquisition of assets under cur-
rency and deposits.
2.6L The principle of quadruple entry does not imply that the rela-
tions between sectors (from whom to whom?) are directly
shown in the accounts. Recording correctly the four transac-
tions involved results in full consistency.
2.62. Although these accounting principles are the conceptual
basis for the consistency of national accounts, national ac-
counting cannot always take advantage of them in practice.
The accounts of the nation are not kept in the same way
as a business unit or government-that is, by actually re-
cording all flows occurring in a given perid. They rely on
accounts of various units that are not always consistent,
complete or even available. For household accounts in par-
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ticular, other statistics such as those from household surveys
have to be used. However, the quadruple entry principle
remains fundamental.
2. Time of recording
2.63. One implication of the quadruple entry principle is that trans-
actions, or other flows, when relevant, have to be recorded at
the same point of time in the various accounts in question for
both units involved. The same applies to stocks of financial as-
sets and liabilities.
2.&. The general principle in national accounting is that trans-
actions between institutional units have to be recorded when
claims and obligations arise, are transformed or are can-
celled-that is, on an accnnl basis. Transactions internal to
one institutional unit are equivalently recorded when eco-
nomic value is created, transformed or extinguished. Gener-
ally speaking, all transactions, apart from their intrinsic
nature, can always be viewed as dealing with economic value.
2.65. One has thus to distinguish carefully between a transaction
and the corresponding cash movement which takes place, ex-
cept for a transaction in kind, at a given point of time. Even
when a transaction (a purchase/sale of a good, for example)
and the payment/receipt are simultaneous, the two aspects
exist. The purchaser is incurring a liability, the seller acquiring
a claim as a counterpart of the delivery of the good. Then
liability and claim ane cancelled by the payment. In most cases
there is a delay between the actual transaction and the corre-
sponding payment/receipt. In principle, national accounts re-
cord actual transactions, not on a cash basis, but on an accrual
lllli,i;, lpt 
ua II v thev fol I ow th e same pri nc iple as bus iness
2.66. If the principle is clear, its implementation is far from simple.
Institutional units do not always apply the same mles. Even
when they do, differences in actual recording may occur for
practical reasons such as delays in communication. Conse-
quently, transactions may be recorded at different times by the
transactors involved, sometimes not even in the same account-
ing period. Discrepancies exist which national accounts must
eliminate by after-the-fact adjustments. In addition, because
the time at which a claim/liability arises is not always unam-
biguous, further implementation problems arise. The rules
and conventions adopted in the System for particular transac-
tions are specified in the relevant chapters (see also chapter
uD.
3. Ualuation
General principles
2.67. Again, following the quadruple ntry principle, a transaction
must be recorded at the same value through all the accounts of
both sectors involved. The same principle applies to assets and
liabilities. It means that a financial asset and,its liability coun-
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terpart have to be rccorded for the same amount in the creditor
and the debtor accounts.
2.68. Transactions are valued at the actual price agreed upon by the
transactos. Market priccs are thus the basic rcfercnce for val-
uation in the System. In the absence of market transactions,
valuation is made according to costs incuned (non-market ser-
vices produced by government) or by refercnce to market
prices for analogous goods or services (services of owner-oc-
cupied dwellings).
2.69. Assets and liabilities are valued at current prices at the time to
which the balance sheet relates, not at their original prices.
Theorctically, national accounts arc based on the assumption
that assets and liabilities are continuously rcvalued at currcnt
prices, even if e.stimates are in fact made only periodically. The
appropriate valuation basis for assets and liabilities is the price
at which they might be bought in markets at the time the valu-
ation is required. Prices observed in markets or estimated from
observed market prices should preferably b" used. Current
prices may be approximated for balance sheet valuation in two
other ways: by accumulating and revaluing tmnsactions over
time or by estimating the discounted present value of future re-
turns expected from a given asset (see also chapter XIII).
2.10. Internal transactions are valued at current prices at the time
these transactions occur, not at original prices. These internal
transactions include entries in inventories, withdrawals from
inventories, intermediate consumption and consumption of
fixed capital.
Methods of valuation
2.TL Various methods of treating taxes on products, subsidies, and
trade and transport margins in valuing transactions on prod-
ucts (goods and services) exist. For the sake of integrating the
System, the same methods are followed in the institutional
sector accounts and the central supply and use tables (see sec-
tion D below).
2.72. The preferred method of valuation of output is at basic prices,
although producens' prices may be used when valuation at
basic prices is not feasible. The distinction is rclated to the
trcatment of taxes and subsidies on products. Basic prices arc
prices before taxes on products are added and subsidies on
products are subtracted. Producers'prices include, in addition
to basic prices, taxes less subsidies on products other than
value added type taxes. This means, to be specific, that three
valuations of output may be encountered: at basic prices, at
producers'prices in the absence of value added type taxes, and
at producers'prices in the presence of value added type taxes.l
2.73. In the same set of accounts and tables, all transactions on the
uses of goods and services (ike final consumption, intermedi-
ate consumption, capital formation) arc valued at purchasets'
prices. Purchasers'prices are the amounts paid by the prnchas-
ens, excluding the deductible part of value added type taxes.
Purchasers'prices are the actual costs to the usels.
Overview
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quences for the content and rrses of value added (the differcnce
between output and intermediate consumption) by a producer
or a sector or an industry. In the same set of accounts and ta-
bles, uses of value added at basic prices include, besides pri-
mary incomes to labour and capital, only taxes less subsidies
on production other than taxes less subsidies on products; uses
of value added at producers'prices include, in addition, taxes,
less subsidies, on products other than value added type taxes
(which means all taxes, less subsidies, or products2 when
value added type taxes do not exist). A complementary defi-
nition of value added is at factor cost, which excludes taxes
on production of any kind.
2.75. When looking at the economy as a whole, that part of taxes on
products (less sutnidies) not included in value added is added
to the sum of value added of all producers (either institutional
sectors or industries) in order to reach the main aggr€gate of
product and income generated in the economy.
2.76. Other methods of valuation may be used in other versions of
the supply and use tables and symmetric input-output tables.
In particular, valuation at basic prices may be used for output,
when not already done in the central supply and use tables, and
for uses of goods and services detailed by product. (In the lat-
ter case, an additional row for taxes, less subsidies, on prod-
ucts is introduced to get, for each typ" of use, the total at
purchasers' prices.) Another alternative valuation of uses by
product excludes trade and transport margins, the latter being
directly channelled to the users.
Volume measures and measures in real terms
2.17. To this point, only current prices have been described. In ad-
dition, the System emphasizes calculation at constant prices,
that is, use of the system(s) of prices which prevailed in a past
period(s). The changes over time in the current values of flows
of goods and services and of many kinds of assets can be de-
composed into changes in the prices of these goods and ser-
vices or assets and changes in their volumes. Flows or stocks
at constant prices take into account the changes in the price of
each item covered. Th"y are said to be rn vofunre terms. How-
ever, many flows or stocks do not have price and quantity dimen-
sions of their own. Their current values may be deflated by taking
into account the change in the prices of some relevant basket of
goods and serices or assets, or the change in the general price
level. In that case, flows or stocks are said to be n real terms (at
constant purchasing po*er). For example, the System provides
for the calculation of income in real terms.
2.78. Inter-spatial comparisons raise similar but even more complex
problems than inter-temporal comparisons. The additional
difficulty is due mainly to the fact that many countries are in-
volved. Purchasing power parities (the ratios between prices
prevailing in various countries) are calculated and indicators
of relations in volume between various groups of items and na-
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tional aggregates for differcnt countries are obtained by using
a great many elementary calculations at prices constant-in-
sPaqe.
2.79. Both inter-temporal and inter-spatial measures are discussed
in chapter XVI.
4. Gonrotidation and netting
2.80. Consolidation may cover various accounting procedures. In
general, it rcfers to the elimination, both from uses and re-
sources, of transactions which occur between units when the
latterare grouped and to the elimination ofreciprocal financial
assets and liabilities.
2.8L For institutional units, normally only transactions with other
institutional units arc recorded. However, when it isnecessary
to give meaningful measuries of economic phenomena, the
System records internal flows. This is done for consumption
of fixed capital and for output used for own final uses. As re-
gards internal intermediate uses, the System follows a conven-
tion: deliveries among technical units of an establishment are
consolidated with the corresponding output, but deliveries
among establishments belonging to the same enterprise are
not. Consequently, output and intermediate consumption,
once measured at the establishment level, are not modified
whatever level of aggregation is used.
2.82. For sub-sectors or sectors, flows between constituent units are
not consolidated as a matter of principle. However, consoli-
dated accounts may be built up for complementary presenta-
tions and analyses. This may be useful, for example, for the
govenrment sector as a whole, thus showing the net relations
between government and the rest of the economy. Even then,
transactions appearing in different accounts are never consoli-
dated to avoid changing the balancing items.
2.83. Accounts for the total economy, when fully consolidated, give
rise to the rest of the world account (external transactions ac-
count).
2.84. Consolidation must be distinguished from netting. Forcurrent
transactions, netting refers, outside the context of consolida-
tion of various units, to offsetting uses against resources. The
System does this only in a few specific presentations; for ex-
ample, taxes on products may be shown net of subsidies on
products. For changes in assets or changes in liabilities, net-
ting may be envisaged in two ways. First, various types of
changes in assets (for example, entries in inventories and
withdrawals from inventories) or various types of liabili-
ties (for example, incurrence of a new debt and redemption
of an existing debt) are netted. Secondly, by changes in fi-
nancial assets and changes in liabilities (or, in the balance
sheet, financial assets and liabilities themselves) related to
a given financial instrument are netted. As a matter of prin-
ciple, the System discourages netting beyond the degree
shown in the classifications of the System. Netting financial
assets (changes in financial assets) against liabilities (changes
System of National Accounts 1gg3
in liabilities) is especially to be avoided. Netting is discussed
in chapters III and XI.
D. The accounts
|. Introduction
2-85- With the tools introduced in sections B and C above, all flows
and stocks can be recorded. This is done in the accounts of the
System. An account is a tool which records, fora given aspect
of economic life, the uses and resourees or the changes in as-
sets and the changes in liabilities and/or the stock of assets and
liabilities existing at a certain time.
2.86. Accounts can be built up for the categories presented in sec-
tion B above:
Institutional units and sectors
Transactions
Rest of the world (external transactions)
Assets and liabilities
Establishments and industries
Products
hrrposes.
2.87 - For units (institutional units; establishments) or groups of
units (institutional sectors and, by extension, the rest of the
world; industries), different sub-accounts record the transac-
tions or other flows which are connected to some specific as-
pect of the economic life (for instance, production). Such a set
of transactions usually does not balance; the total amounts re-
corded as rcceivable and payable usually differ. Thercforc, a
balancing item must be introduced. Usually, a balancing item
must also be introduced between the total of assets and the
total of liabilities of an institutional unit or sector. Balancing
items are meaningful measures of economic performance in
themselves. When summed up for the whole economy, they
constitute significant aggregates.
2.88. Before entering into the details of the accounts, it is useful to
survey the structure of the central framework. This can be
done by looking at figure z.l.The central framework thus con-
sists of the following:
(a) The integrated economic accounts in which are prc-
sented the full set of accounts of institutional sectors and
the rest of the world, together with the accounts for
transactions (and other flows) and the accounts for as-
sets and liabilities; it is worth noting at this preliminary
stage that the relations between sectors (*from whom to
whom?") are not directly depicted in this table;
(b) The supply and use table in which are integrated the ac-
counts of industries, according to kind of economic ac-
Fgun 21. Survey of the central framework
Integrtted rconomic rccountr
Institutional sectors and rest of üre world
X
Accounts
x
Transactions and other flows
x
Assetsniabilities
Supply rnd urc trblc
Accounts of industries by kind of economic activity
Accounts of hansactions in goods and services by
type of products
Thrue-dimcnrional rnrlyrir of:
Financ ial tansact io trs
Institutional sectors
x
Institutional sectors
x
Transactions in types of financial assets and liabilities
Stocks offinancial assets and liabilities
Institutional sectors
x
Institutional sectors
x
Tper of fiancial assets and liabilities
Functionrl rnalyrit
Institutional sectors
x
Purposes
x
Transactions
Populrtion and employment tablor
Note-"x" indicates ocross-classified by".
tivity, and the accounts of transactions in goods and ser-
vices, according to type of product;
(c) The threedimensional analysis of financial hansactions
and stocks of financial assets and liabiliti*, in which the
rclations between sectors (*from whom to whom?') are
directly depicted;
(d) The functional analysis, in which ccrtain transactions of
26
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Integrated economic accounts (simplified presentation)
Goods
and
services
Best of
the wodd
Total
economy
lnstitutional
sSclors
Tnnrrctionr
brlrncing itrmr,
mrotr rnd Institutional
lirbilitim sgctors
Resources
Total Rest of
Economy the wodd
- -
Goods
and
serYices
-- -
Current accounts
Uses
Accumulation accounts
Changes in assets Changes in liabfities and nst worth
Balance sheets
Assets Liabilities and net worth
institutional sectors are presented according to the pur-
pose they serve;
(e) The population and employment tables.
2.89. These various blocks, which altogether constitute the central
framework, are interlinked in various ways that are described
later. fir"y are fully consistent because they use the same set
of concepts, definitions, classifications and accounting rules.
2.9O. TWo sections are devoted successively to:
(a'l The integrated economic accounts and their compo-
nents; and
(b) The other parts of the accounting structure.
2. The integrated economic accounts
and their components
2.9L This section starts with a preliminary view of the integrated
@onomic accounts. Then it presents:
(a) The full sequence of accounts for institutional units and
sectors and their balancing items;
(b) The transactions accounts;
(c) The assets and liabilities accounts;
(ö The rest of the world accounts;
(e) The aggregates; and
A The integrated economic accounts: a complete view.
A first glance at the integrated economic accounts
2.92, The integrated economic accounts are at the centre of the ac-
counting framework. Th"y provide an overall view of a given
economy. It is useful to take a first glance at them through the
simplified presentation in figure 2.2. Th"y will be described
more completely after the various accounts have been inho-
duced in detail.
2.g3. Figure 2.2 shows that, in columns, the integrated @onomic ac-
counts include the accounts of institutional sectors (on both
sides, there is, of course, a column for each sector, which is not
shown separately here). These accounts are structured in tlree
sub-sets, for current accounts, accumulation accounts and bal-
ance sheets. The current accounts record production and the
distribution and redistribution of income; they show how dis-
posable income is used for final consumption; they end with
saving. The accumulation accounts record all changes in as-
sets and liabilities, and consequently all changes in the differ-
ence between assets and liabilities-that is, in net
worth-which occur in a given period. Balance sheets record
the stocks of assets and liabilities, and the differcnce between
them, which exist at the opening and the closing of the ac-
counting period. There is also a column for the rest of the
world.
2.94. The central column includes the tmnsactions, balancing items
and assets and liabilities ordered according to the structure of
the accounts referred to above. Thus, in a row fora given trans-
action, such as interest, the chart shows the payables and the
receivables by the various institutional sectors and the rest of
the world. Each account for a given transaction is in principle
balanced: the sum of interest payable is equal to the sum of in-
terest receivable. A transactions account is a dummy account.
It does not show how much interest is payable/receivable by
an institutional sector to/from each of the institutional sectors
or the rest of the world, but only how much interest is payable
and receivable in total by each sector. Transactions in goods
and services are a special case, because there is a unique bal-
ance for all transactions in goods and services and not foreach
of them. For this reason, a special column corresponds to the
goods and services account. As explained later, each transac-
tion in goods and services (production, final consumption,
28
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Overview
etc.) appearing in the accounts of the institutional sectors is re-
flected in this column.
2.95. The integrated economic accounts also include a column for
the sum of the (resident) institutional sectors, i.e., the total
economy as a whole. Thus the aggregates for the total econ-
omy arc directly visible. These aggregates arc the sums of var-
ious transactions and, more importantly, of balancing items.
2.96. The detailed presentation of the elements which are shown in
the integrated economic accounts is considered next. As this
is a lengthy explanation, it is useful to referto figure 2.3,which
includes a synoptic presentation of the accowrts, balancing
items and main aggregates and shows how th"y are articu-
lated. The various elements appearing in figurc 2.3 arc pre-
sented in the following sub-sections.
The full sequence of accounts for institutional units and sectors
and their balancing i tems
2.97. Before presenting the full sequence of accounts for institu-
tional units and sectors, some preliminary remarks are useful.
The purpose of this sub-section is to e*plain the accounting
structure of the System in general, not to show the precise con-
tent of the accounts for each specific unit or sector. The ac-
counting structure is uniform throughout the System. It
applies to all institutional units, sub-sectors, sectors and the
total economy. However, some accounts may not be relevant
for certain sectors. Similarly, not all transactions are relevant
for each sector and, when they are, they may constitute re-
sources for some sectors and uses for others. The precise con-
tent of the accounts for each sector is presented in the
following chapters, dealing in detail with the various types of
accounts.
2.98. Another remark relates to the way the classification of trans-
actions is used when presenting the general structure of the ac-
counts. Section B above shows only the main categories of
transactions, not the detailed ones which are displayed in the
relevant chapters of the manual. However, in order to make the
accounts clear, it is necessary to include a number of transac-
tions. This is done by using the actual classification of
transactions in the System at a level of detail sufficient for
a good understanding of the accounts. However, defini-
tions of these transactions are not given at this stage, unless
absolutely necessary.
2.99.It is also worth noting that balancing items can be expressed
gross or net, the difference being the consumption of fixed
capital. Conceptually, net'balancing items are much more
meaningful. However, gross concepts, specifically gross ag-
gregates, are widely used and gross accounts are often esti-
mated more easily, accurately and promptly than the net ones.
In order to accommodate both solutions and to ease the inte-
grated presentation of the accounts and aggregates, a double
presentation of balancing items is allowed.
2.100. Finally, it has to be said that the sequence of accounts shows
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the accounting structure of the System; it is not necessarily ^
format for publishing the results.
2.101. The accoturts are grouped into three categories: cutrent ac-
counts, accumulation accounts, balance sheets.
2.102. Current accounts deal with production, income and use of in-
some. Accumulation accounts cover changes in assets and li-
abilities and changes in net worttr (the differcnce for any
institutional unit or group of units between its assets and lia-
bilities). Balance sheets present stocks of assets and liabilities
and net worth.
Current accounts: hoduction, distribution of income,
use of income
Accumulation accounts: Changes in assets and liabili-
ties and changes in net worth
Balance sheets: Stocks of assets and liabilities and net
worth.
2.103. Accumulation accounts show all changes which occur be-
tween two balance sheets. Even when balance sheets are not
compiled, a clear understanding of the conceptual relationship
between accumulation accounts and balance sheets is neces-
sary if the accumulation accounts themselves are to be cor-
rectly elaborated.
2.104. The relation between curent accounts and accumulation ac-
counts is a little more complex. All current transactions make
net worth vary either positively (in the case of resources) or
negatively (uses). The recording of a transaction as a current
resource means an increase in the amount of economic value
a unit or a sector has at its disposal; conversely, a transaction
recorded as a current use means a decrease in this amount of
economic value. The difference between all current uses and
all current resources (saving) represents, for a given period,
the change in net worth resulting from current transactions.
However, the latter are not the only source of changes in net
worth. These points are elaborated further below.
2.105. These three broad kinds of accounts are examined in turn.
current accounts
2.10f.. Current accounts deal with production, distribution of income
and use of income. Each account starts with the recording, as
resources, of the balancing item of the previous one. The last
balancing item is saving which, in the SNAcontext, is that part
of income originating in production, domestically or abroad,
which is not used for final consumption.
2.107 . Production, distribution of income and use of income are con-
sidered successively.
Proütction account (Account I)
2.108. The production account (see table 2.l,Account I) is designed
to emphasize value added as one of the main balancing items
in the System. Consequently, it does not cover all transactions
linked with the production process, but only the result of pro-
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Account l: Production account
Uses ßesoulces
P.2 Intermediate consumption P.l Output l
B. lg Value adde{ gross 2
K. l Consumption of fixed capital
B . ln Value adde{ net 2
I For tlrc valuation of output, refer to chapter vI, paragraphs
6.210-6.227.
2 For thc total aconomy this item conesporrds to gross dorncstic
ptodrrct, nct &mestic product respectivcly. It is cqrnl to thc veluc addcd
of thc irrstitutional sectons plus taxes less subsidies on products.
duction (output) and the using up of gmds and serices when
producing this output (intermedi ate consumpt ion ). Intermedi -
ate consumption does not cover the progressive wear and tear
of fixed capital. The latter is recorded as a separate transaction
(consumption of fixed capital) making the differcnce between
the gross and net balancing items. Thus:
Production account value added
2,109. Thus the production account shows only output as resources
and intermediate consumption as uses; the balancing item is
value added, which is measured both gross and net.3 As al-
rcady explained (see section C.3 above), different types of val-
uation of output may be used according to the choice made
between basic prices and producers'prices and, in the latter
cias{e, the existence or absence of value added type taxes. Con-
sequently, the extent to which taxes (less subsidies) on prd-
ucts are included in value added differs.
2.ll0. All institutional sectors have a production account. However,
in the production account of institutionat sectots, output and
intermediate consumption are shown in total only, not broken
down by products.
Distribution of inconte accounts
2.lll. The process of distribution and redistribution of income is so
important that it is worth distinguishing various steps and de-
picting them separately in different accounts. As long as all
kinds of distributive current transactions included in the Sys-
tem arc actually measurcd, increasing the number of accounts
adds very little to the work already done, but it allows the in-
troduction of balancing items that are meaningful concepts of
income.
2.112. The distribution of income is decomposed into three main
steps: primary distribution, secondary distribution and redis-
tribution in kind. The first rcfers to the distribution of value
added to factors of labour and capital and to government
(through taxes, less subsidies, on ploduction and imports). It
measures the balance of primary incomes. The second covers
redistribution of income through, essentially, transfers in cash.
It measucs disposable income. The last one relates to further
redistribution through transfers in kind. It measures adjusted
disposable income, s shown below:
Distribution f income
Primary distribution f ihcome --+ balance of primary incomes
Secondary distribution f income disposable income
Redistribution of income in kind --) adjusted disposable income
a. Primary distribution of income account
(Account II.l)
2.113. The Prim"ry distribution of income account shows how gross
value added is distributed to factors of labourand capital, gov-
ernment and, where necessary, flows to and from the rest of
the world. Its balancing item is the balance of primary in-
comes.
2.114. In fact Account II.l is subdivided between two sub-accounts,
in order to measure, in addition, operating surplus/mixed in-
come, a balancing item which is important both for institu-
tional sectors and industries.
2.115. The generation of income account (see table 2.1, Account
II. l. l) records, from the point of view of produeels, distribu-
tive transactions which are directly linked to the process of
ploduction. The nesources consist of value added; its trses in-
clude compensation of employees, and taxes on production
and imports, less subsidis, 6 far as they arc included in the
valuation of output (see paragraph2.T l). The balancing item
is operating surplus/mixed income.4
2.116. The allocation of primary income account (see table 2.lrAc-
count II.l.2) shows the remaining part of the primary distribu-
tion of income. It records, for each sector, property income
receivable and payable, and compensation of employees and
taxes, less subsidies, on production and imports receivable, rc-
spectively, by households and govemment. Since transactions
of this kind may appear in the rest of the world account, these
must be included also. Account U.1.2 has operating sur-
plus/mixed income as resources and balance of primary in-
comes as a balancing item. Thus primary income sovels
Overview
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Account ll.l: Primary distribution f income account
ll.l.l: Generation of income account
Uses
D. l Compensation of employees 8.1 Value added 12
D.2 Täxes on production and imports 3
D.3 Subsidies(-) 3
I Thc operating and the closing balance item of this account can be
expre.ssed in $oss or in net tenns.
2 For tlrc total economy this item coresponds to domestic product.
It is equal to the value added of the institutional sectots plus taxes less
subsidies on products.
3 For the conüents of the items 'taxes on production and imports and
subsidies", refer to chapter VI, paragraphs 6.210 to 6.227
11.1.2: Allocation of primary income account
Uses Resources
D.4 Property income 8.2.18.3 Operating surplus/nüxed incomel
D.l Compensation of employees
D.2 Täxes on production and imports
D.3 Subsidies (-)
D.4 Property income
8.5 Balance of prinmry inconrcs | 2
Resources
I The opening and the closing balancing item of this account can be
expressed in gross or in net terms.
2 For the total economy this item conesponds to national income.
operating surplus/mixed income, net property income, com-
pensation of employees and taxes, less subsidies, on produc-
tion and imports receivable.
2.117 . Forsectors which are important market producers-that is, for
non-financial and financial corporations, and households-
the allocation of primary income account is furthersubdivided
in order to show an additional balancing item, entrepreneurial
income, which is closer to the concept of current profit famil-
iar in business accounting. This balancing item and the related
sub-accounts are shown in chapter VII.
ä. Secondary distribution of income account
(Account II.2)
2.118. The secondary distribution of income account, (see table 2.1,
Account II.2) covers in principle redistribution of income
through transfers in cash only, in order to distinguish two steps
in the redistribution process, one through transfers in cash, the
other through transfers in kind. This distinction is made in the
relations between households from one side, general govern-
ment and NPISHs from the other. However, it is not significant
in the case of corporations and the rest of the world. For this
reason, transfers in kind to and from corporations or the rest of
the world are recorded in the secondary distribution of insome
account, as if they were in cash. This does not prevent showing
them separately.
2.119. This account records as resources, in addition to balance of
primary incomes, current taxes on inco[lo, wealth, etc. and
other current transfers except social transfers in kind. On the
uses side, the same types of transfers are also recorded. Since
these transfers are nesources for some sectors and uses for oth-
ers also, their precise content varies from one sectorto another.
2.120. It is worth explaining in some detail here the way social con-
tributions are recorded in the System. Although employers
normally pay social contributions on behalf of their employ-
ees directly to the social insurance schemes, in the System
these payments are treated as if they were made to employees
who then make payments to social insurance schemes. I:n
terms of the accounts, this means that they first appear asr a
component of compensation of employees in the use side of
the generation of income account (Account [I.1.1) of employ-
ers and the resource side of allocation of primary income ac-
Table 21.
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Account ll.2: secondary distribution of income account
Uses
count (Account II. 1.2) of households (adjusted of course for
external flows in compensation of employees). Then they arc
recorded as uses in the secondary distribution of income ac-
count (Account II.2) of households (and possibly of the rest of
the world), and as resources of the sectors managing social in-
surance schemes (essentially government). All employers' so-
cial contributions follow this route. This way of recording
transactions as if they followed another course is often called
"rerouting".
2.121. The balancing item of Account II.2 is disposable income. This
is the income which can be used for final consumption expen-
diture and saving. Disposable income is mainly in cash. How-
ever it also involves an in-kind component. The latter includes
compensation of employees in kind, transfers in kind from the
rest of the world and corporations (if any), own final consump-
tion, own-account fixed capital formation and that part of out-
put which has not yet been sold or otherwise disposed of and
is recorded under changes in inventories. For non-financial
and financial corporations, disposable income is income after
tax not distributed to owners of equity.
c. Redistribution of income in kind account
(Account II.3)
2.122. The redistribution of income in kind account (see table 2.1,
Account II.3) shows two more elements in the description of
the redistribution process. First, it records social benefits in
kind, which include both benefits for which the recipient
household does not incur the expense and benefits for which
the household makes the initial outlay and is later reimbursed.
Secondly, it records the transfer of individual non-market
goods and services, such as education, not included in social
benefits in kind. All these transactions are included under the
heading of social transfers in kind in the classification of dis-
tributive transact ion s.
2.123. Account II.3 records as resources disposable income and, for
households, social transfers in kind. Then, on the uses side, so-
cial transfers in kind appear for government and NPISHs. The
balancing item is adjusted disposable income.S Because of the
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naturc of the transactions concerned, this account is signifi-
cant only for government, households and NPISHs.
2.124. The purpose of this account is fourfold. First, it aims at giving
a clearer picture of the role of government. Secondly, it deliv-
ers a more complete measure of household income. Thirdln it
facilitates international comparisons and comparisons over
time when economic and social arrangements differ or
change. Fourthly, it gives a more complete view of the redis-
tribution process between sub-sectors or other groupings of
households. Redistribution of income in kind is a tertiary dis-
tribution of income.
d. Use of income account (Account II.4)
2.125. The use of income account (see table z.l,Account II.4) shows,
for those sectors which have some final consumption, how
disposable income or adjusted disposable income is allocated
between final consumption and saving. In the System, only
goverrlment, NPISHs and households have final consump-
tion. In addition, the use of income account includes, for
households and for pension funds, an adjustment item (D.8
Adjustment for the change in net equity of households on pen-
sion funds) which relates to the way transactions between
households and pension funds are recorded in the System.
This adjustment item, which is explained in chapter IX, is not
discussed here. There are two variants of Account II.4.
2.126. The use of disposable income account (see table z.l,Account
l[.4.l) records disposable income as resources and final con-
sumption expenditure as uses, as well as the adjustment item
referred to above, when relevant.
2.127. Final consumption expenditure covers transactions on final
consumption of goods and services for which a sector is the
ultimate bearer of the expense. Government and NPISHs pro-
duce non-market goods and services in their production ac-
count, where intermediate consumption or compensation of
employ@s are recorded as uses. Final consumption expendi-
ture of these producers relates to the value of their output of
non-market goods and services, less their receipts from the
sale of non-market goods and services at prices which are not
D.5 Current taxes on incoffie, wealth, etc. B.5 fuhnce of primary incomes l2
D.61 Social contributions D.5 Current taxes on income, wealth, etc.
D.62 social benefits other than social transfers in kind D.6l Social contributions
D.7 Other current transfers D.62 Social benefits other than social transfers in kind
D.7 Other current transfers
9.6 DW"*bl, *"rt t
I Thc opening and thc closing balarrcing itcm of thig account can bc
crpr.ssd in groes ot in nct terms.
2 For thc totrl cconomy this item corrcsponds to nationel incorne.
0verview
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Account ll.3: Redistribution f income in kind account
Uses Besources
D.63 Social hansfers in kind 8.6 Dßposable incomer
8.63 Social transfers in kind
8.7 Adjtuted disposable incomet
I Thc opcning and thc clooing balarcing item of this account can bc
cxpresscd in grcss ot in rpt üerms.
economically significant. However, it also covets goods and
services that are purchas"d by govemment or NPISHS for ul-
timate hansfer, without trarrsformation, to households.
2.128. The use of adjusted disposable ineome accourt (see table 2.1,
Account 11.4.2) records adjusted disposable income as re-
sources and actual final consumption as llses, as well as the ad-
jushnent item referred to above, when relevant. Actual final
consumption of households covets goods and services which
are effectively available for individual consumption by house-
holds, regardless of whether the ultimate bearer of the expense
is government, NPISHS or households themselves. Conse-
quentln actual final consumption of government refers only
to collective consumption, whereas NPISHS, whose final con-
sumption expenditure is deemed to be in total individual, have
no actual final consumption.
2.129. At the total economy level, disposable income and adjusted
disposable income are equal, as are final consumption expen-
diture and actual final consumption. Th"y differ only when
considering the relevant sectors. For each sectoq the differ-
ense between final consumption expenditure and actual final
consumption is equal to social transfers in kind, provided or
received. It is also equal to the difference between disposable
income and adjusted disposable income.
2.130. The balancing item of the use of income account, in its two
variants, is saving. The figures for saving are the same in Ac-
counts II.4.l and 11.4.2 as income in the resources side and
consumption on the uses side differ by the same amount. Sav-
ing ends the sub-sequence of current accounts, as follows:
Use of income
Use of disposable income -* final consumption expenditure
\
, 
ottnt
Use of adusted disposable income *actual final consumption
Accumulation accounts
2.t31. Because the present accounting system is fully integrated, ac-
cumulation accounts coverall changes in assets,liabilities and
net worth (the difference for any sector between its assets and
liabilities).
2.132. As accumulation accounts show changes in assets, liabilities
and net worth, they follow a presentation similar to balance
sheets themselves. Balance sheets are conventionally pre-
sented with assets on the left side, liabilities and net worth on
the right side. Consistently, in the accumulation accounts, all
changes in assets, either positive or negative, are recorded on
the left side; all changes in liabilities, either positive or nega-
tive, and changes in net worth, either positive or negative, are
recorded on the right side. So, as already explained in section
B, the left side is called "Changes in assets" and the right side
"Changes in liabilities and net worth".
2.133. Saving, being thebalancing itgm ofall current transactions/ae-
counts, is, of course, the starting element of accumulation ac-
counts.
2.134. Accumulation accounts are structured in a way which permits
various types of changes in assets, liabilities and net worth to
be distinguished.
2.135. Afimt group of accounts covers transactions which would cor-
respond to all changes in assets/liabilities and net worth if sav-
ing and voluntary transfers of wealth were the only sources of
changes in net worth. A second group of accounts relates to
changes in assets, liabilities and net worth due to other factors.
2.t36. The first group of accumulation accounts contains the capital
account and the financial account. These two accounts are dis-
tinguished in order to show a balancing item which is useful
for economic analysis, that is, net lending/net borrowing.
a. Capital account (Account III.1)
2.137. The capital account (see table 2.1, Account III.I) records
transactions linked to acquisitions of non-financial assets and
capital transfers involving the redistribution of wealth. The
right side includes saving, net, and capital transfers receivable
and capital transfers payable (with a minus sign) in order to ar-
rive at that part of changes in net worth due to saving and cap-
ital transfers. Account III.I includes among uses the various
types of investment in non-financial assets. Because con-
sumption of fixed capital is a negative change in fixed assets,
it is recorded, with a negative sign, or the left side of the ac-
count. Entering gross fixed capital formation (+; and con-
sumption of fixed capital (-) on this side is equivalent to
entering net fixed capital formation. The balancing item is ei-
Table 21.
System of National Accounts 1993
Account ll.4: Use of income account
ll.4.l: Use of disposable income account
Uses
P.3 Final consumption expenditure
D.8 Adjustment for the change in net equity
of households on pension funds
11.4.2: Use of adjusted isposable income account
Uses
P.4 Actual final consumption
D.8 Adjustment for the change in net equity
of households on pension funds
I The opening and the closing balancing item of this account can
be expressed in gross or in net tenns.
thernet lending (+;, which measures the net amount a unit or
a sector final ly has avai labl e to fi nance, d irectly or indirectly,
otherunitsorsectors,ornetborrowing (-), wh ich corresponds
to the amount a unit or a sector finally is obliged to borrow
fromothers.
b. Financial account (Account III.2)
2.138. The financial account (see table 2.1, Account III.2) records
transactions in financial instruments for each financial instru-
ment. These transactions in the System show net acquisition
of financial assets on the left side or net incurrence of liabilities
on the right side. The balancing item is again net lending (+)
ornet borrowing (-), which appears this time on the right side
of the account.
2.139. In principle, net lending or net borrowing is measured identi-
cally whichever account is considered. In practice, achieving
this identity is one of the most difficult targets of national ac-
counts.
c. other changes in volume assets account and
revaluation account (Accounts III.3.l and III.3.2)
2.140. The second group of accumulation accounts (see table 2.l,Ac-
count III.3.I) covers changes in assets, liabilities and net
worth which are due to factors other than the accumulation
transactions recorded in the previous group of accounts. Ex-
amples are discoveries or depletion of subsoil resources, de-
stnrction by political events, such as war, or by natural
catastroPhes, such as earthquakes. Other changes in assets
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Resources
B.6 Disposable inconrcr
D.g Adjustment for the change in net equity
of households on pension funds
Resources
8.7 Adjusted disposable incomer
D.8 Adjustment for the change in net equity
of households on pension funds
may also be linked with changes in the level and structure of
prices. In the latter case, only the value of assets and liabilities
is modified, not their volume. Factors such as discoveries of
subsoil resources or earthquakes actually change the volume
of assets, in the SNAsense. Thus the second group of accumu-
lation accounts is subdivided between an account for other
changes in volume of assets and an account for rcvaluation.
2.141. The other changes in volume of assets account (see table 2.1,
Account III.3.l) records those exceptional eventrs which cause
not only the value but also the volume of assets and liabilities
to vary. In addition to the kind of events referred to above, sueh
as the consequences of war or earthquakes, this account also
includes some adjustment elements like changes in classifica-
tion and structure which may ormay not have an influence on
nel worth (see chapter XII). The balancing item, changes in net
worth due to other changes in volume of assets, is recorded on
the right side.
2.142. The rcvaluation account (see table 2.1, Account III.3.2) re-
cords holding gains or tosses. It shows first nominal holding
gains/losses. This item records the full change of value due to
the change in specific prices of the various assets or liabilities
since the beginning of the accounting period or the time of
entry and the time of exit or the end of the accounting period.
2.143. Just as transactions and other flows in assets appear on the left'
of the account and transactions in liabilities on the right, $
nominal gains or losses on assets appear on the left side of Ac-
count 111.3.2, while nominal gains/losses on financial liabili-
ties are recorded on the right side. For a given unit or group of
B.8 Saving I
I Thc opening and thc clocing balrncing itcm of thL rccount cen bc
exprcsscd in groes ot in nct tcrms.
B.8 Savinsr
Overview
Table 21. Account lll.l:
Changes in
Capital account
assets
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Changes in liabilities and net wonh
P.5l Gross fixed capital formation 8.8 Saving, net
K. l Consumption of fixed capital(-) D.9 Capital transfers, receivable(+)
P.52 Changes in inventories D.9 Capital transfers, payable(-)
P.53 Acquisitions less disposals of valuables
K.2 Acquisitions less disposals of non-produced
non-financial assets
l0. l Clnnges in net worth üte to saving
ard capital transfersr 2
8.9 Net lending (+ynet borrowingH
I 'Changes in net wotth due to saving arrd capital transfers' is rrot a
balancirrg item" but cortesponds to the total of the right-herd sidc of the
capital account.
2 "Changes in net worth due to saving and capital transfers" for the rest
of the world refers to changes in net worth due to current external balance
and capital transfers.
Table 21. Account lll.2: Financial ccount
Changes in assets
Net acquisition of financial assets
F.1 Monetary gold and SDRs
F.2 Currency and depositsl
F.3 Securities other than shares
F.4 [.oans2
F.5 Shares and other equity2
F.6 Insurance technical reserves
F.7 Other accounts receivable2
F Net incurence of liabilities
Changes in liabilit ies and nel worth
F.2 Currency and depositsl
F.3 Securitiös other than shares
F.4 [.oans2
F.5 Shares and other equity2
F.6 Insurance technical reserves
F.7 Other accounts payable2
I The following memoiandum items related to the elements of the category
F.2 "Cuttency and deposits":
mll denominated in national currency
ml2 denominated in foreign currency
m2l liability of resident institutions
m22liability of rest of the world.
2 Memorandum item: F.m. Direct foreign investment.
units, a positive revaluation of its financial liabilities is equiv-
alent to a nominal holding loss; a negative revaluation of its
liabilities is equivalent to a nominal holding gain. The balanc-
ing item of the account is changes in net worth due to nominal
holding gains/losses.
2.144. The revaluation account is then subdivided between two sub-
accounts. The first sub-account (see table 2.1, Account
III.3.2.l) shows the revaluation in proportion to the general
price level which is obtained by applying, during the same pe-
riods of time, an index of the change in general price level to
the initial value of all assets or liabilities, even to those that are
fixed in monetary terms. The results of this operation are
called neutral holding gains/losses because all assets and lia-
bilities are revalued in exactly the same proportion. The bal-
ancing item of Account III.3.2.l is called changes in net worth
due to neutral holding gains/losses.
2.145. The second sub-account (see table 2.1, Account 111.3.2.2)
shows tlre difference between the nominal holding
gains/losses (see table 2.1, Account III.3.2) and the neutral
holding gains/losses (see Account III.3.2.l). This difference is
called real holding gains/losses. For instance, considering the
left side (changes in assets) of this sub-account fora given urit
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Account l l l .3.1: Other changes in volume of assets account
Changes in assets
AI{ Non-financial assets
AN.I hoduced assets
K.4
K.7
K.g Uncompensated seizures
K.9 Other volume changes in non-financial
assets n.e.c.
K. t2 Changes in classifications and structure
AI{.2 Non-produced assets
K.3 Economic appearance of non-produced
assets
K.5 Natural growth of non-cultivated biological
resources
K.6 Economic disappearance of non-produced
assets
K,7 Catastrophic losses
K.8 Uncompensated seizures
K.9 Other volume changes in non-financial
assets n.e.c.
K.r2 Changes in classifications and structure
AF Financial assets
K.7 Catastrophic losses
K.8 Uncompensated seizures
K. l0 Other volume changes in financial assets
and liabilities n.e.c.
K. t2 Changes in classifications and structure
Changes in liabilities and net worth
AF Liabilities
Other volume changes in financial assets and
liabilities n.e.c.
K. l2 Changes in classifications and structure
36
Table 21.
K.7 Catastrophic losses
Economic appearance of produced assets K.8 Uncompensated seizures
Catastrophic losses K. l0
8.10.2 Changes in net worth due to other changes
in volunte of asses
or group of units, if the nominal holding gains/losses are
higher than the neutral holding gains/losses, there is a real
holding gain, due to the fact that on average the actual prices
of its assets have increased more (or decreased less) than the
general price level. In other words, the relative prices of its as-
sets have increased. Correspondingly, . decrease in relative
prices of its assets leads to a real holding loss. The balancing
item of Account III.3 .2.2 is the total of real holding gains or
losses, which is called changes in real net worth due to real
holding gains/losses.
2.146. Each of the three types of holding gains or losses are suMi-
vided according to the main groups of assets and liabilities, a
decomposition which is necessary even in a simplified ac-
counting presentation.
Bahnce sheets (Accoum In
2.147. The opening and closing balance sheets (see table 2.1, Ac-
counts IV.l and IV.3), display assets on the left side, liabilities
and net worth on the right side. Assets and liabilities, as pre-
viously explained, are valued at the prices of the date a balance
sheet is established. Net worth, the difference between assets
and liabilities, is the balancing item of balance sheets. It is
equivalent to the present value of the stock of economic value
a unit or a sector holds. In more detailed presentations of bal-
ance sheets, the various types of assets and liabilities are
shown using the morc detailed classification of assets and lia-
bilities.
2.148. For each group of assets and liabilities, changes between the
Overview
Table 21.
37
Account lll.3.2: Revaluation account
lll.3.2: Revaluation account
Changes in assets Changes in liabilities and net worth
K.ll Nominal holding gains(+)/losses(-) K.l I Nominal holding gains(-)/losses(+)
AI{ Non-financial assets AF Liabilities
Al.I.l Prrrduced assets
Af.L2 Non-produced assets
AF Financial assets
8.10.3 Clnnges in net worth due to
nonünal hoWing gains/losses
111.3.2.1: Neutral holding ainVlosses account
Changes in assets Changes in liabilit ies and net worth
K.l1.1 Neutral holding gains(+)/losses(-) K.l l.l Neutral holding gains(-)/losses(+;
Al.I Non-financial assets Liabilities
Af.I.l Produced assets
Al.I.2 Non-produced assets
AF Financial assets
8.10.3 Changes in net worth due to
neutal holding gainqllosses
AF
111.3.2.2: Real holding ains/losses account
Changes in assets Changes in liabilit ies and net worth
K.11.2 Real holding gains(+)/losses(-) K.l 1.2 Real holding gains(-)/losses(+;
Atl Non-financial assets AF Liabilities
Al.I.l Produced assets
AI{.2 Non-produced assets
AF Financial assets
8.10.3 Changes in net wonh due to
rea I holdirrg gains/losses
opening and closing balance sheets result from the transac-
tions and other flows recorded in the accumulation accounts,
including the changes in classification of assets and liabilities.
Changes in net worth are equal to changes in assets less
changes in liabilities.
2.149. The changes in balance she,et account (see table 2.lrAccount
IV.2) recapitulates the content of the accumulation accounts,
that is, the total changes in assets and liabilities and the
changes in net worth by main sources: saving and capital
transfers, other changes in volume of assets and nominal hold-
ing gains/losses which can be subdivided between neutral and
real holding gains and losses. Saving and capital transfers,
other changes in volume of assets and rcal holding
gains/losses contribute to changes in real net worth; neutral
holding gains/losses convert real net worth to nominal general
purchasing poweras of the end of the accounting period. Com-
bined with the opening balance sheet (Account IV.l), Account
IV.2 leads to the closing balance sheet (Account IV.3).
2.150. Account IV.2 shows the relation in the SNAbetween saving
(net) and changes in net worth. Saving (net) is equal to changes
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in net worth less capital transfers, less otherchanges in volume
of assets, less nominal holding gains/losses. Considering only
changes in real net worth, saving (net) is equal to changes in
real net worth less capital transfers, less other changes in vol-
ume of assets, less rcal holding gains/losses. This relation be-
tween saving and changes in real net worth implies that the
relation between disposable income or adjusted disposable in-
come and changes in real net worth differs from Hicks's con-
cept of income (see chapter VIII).
2.151. Because saving is a source of changes in real net worth, it fol-
lows naturally that all current transactions, of which saving is
the balancing item, make rcal net worth vary either positively
(resources) or negatively (uses). This illustrates the definition
of net worth given above as a stock of (abstract) economic
value. Most transaetions in assets and liabilities do not change
the magnitude of net worth, but only the naturc of its compo-
nents. Transactions in assets and liabilities conesponding to
capital transfers and other accumulation flows also change the
magnitude of net worth. In general, both current and accumu-
lation transactions and other flows deal with creation, trans-
formation, exchange, transfer or extinction of economic
value.
Transactions accounts
2.152. Atransactions account shows, for a given transaction or group
of transactions (for example, interest), resources and uses for
each sector (or industry if relevant) engaged in this type of
transaction, but it does not show direct relations between
transacting sectors. In other words, the account shows rela-
tions of the "whatffrom whom?" type and "wh at?ltowhom?"
type, not relations of the "whatffrom whomlto whom?"
type. Transactions accounts are basically dummy accounts, or
scr@n accounts, in the System. Totals of resources and totals
of uses balance by definition (practical difficulties might be
encountered, of course); there is no balancing item. Atransac-
tions account is thus a way for recapitulating what may be
found for a given transaction in the accounts of the various
sectors/industries. The general structure of a transactions ac-
count is shown in tabl e2.6 (see the appendix to this chapter for
tables 2.6-2.12) using property income as an example. The
type of transaction is indicated in the central colurm. There is
a column for each institutional sector, for the total economy
and for the rest of the world. The column total allows the iden-
tity between total uses and total resources in each row to be
' verified.
2.153. In order to make this structure workable systematically, the
classification of transactions, referred to above, has been built
up according to the nature of the transaction without specific
rcference to sector of origin or sector of destination.
2.154. In the case of transactions in goods and services (products),
the transactions account, shown in table 2.2,Account 0, is par-
ticularly important. The goods and services account (Account
0) shows, for the economy as a whole or for groups of prod-
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ucts, the total resources (output and imports) and uses of goods
and services (intermediate consumption, final eonsumption,
changes in inventories, gross fixed capital formation, acquisi-
tions less disposals of valuables and exports). Thxes on prod-
ucts (less subsidies) are also included on the resource side of
the accounts. The coverage of this item varies according to the
way output is valued (see section C.3, "Valuation" above). The
part (possibly the total) of taxes on products (less subsidies),
that is not included in the value of output does not originate in
any specific sector or industry; it is a resource of the total @on-
omy as such.
2.155. The goods and services account can show either final con-
sumption expenditure or actual final consumption. For the
economy as a whole, the data for the two items arc identical.
However, they differ for the sectots involved when the goods
and services account is cross-classified with the classification
of institutional sectors in order to show the resources and uses
according to the institutional sector of origin or use.
2.156. An important feature of the goods and service.s account is that
it is balanced globally-that is, there is a balance between all
uses and all resources-not for each kind of transaction.
2.157. When looking at the goods and services account by type of
products, output and intermediate consumption may be allo-
cated by industry of origin or use, while other transactions
may be shown in various ways (see the description of supply
and use tables below).
2.158. Because it plays an extremely important role in the System, the
goods and services account receives a special coding, Account
0. The other transactions accounts are identified, if necessary,
by the code of the relevant transaction.
2.159. Another feature of the goods and services account is that uses
are shown on the right side and resources on the left side. This
is done in order to reflect transactions on the opposite side as
compared to institutional sector accounts.
2.1@. Accounts for other transactions simply follow the general
model (see paragraphs 2. 152 and 2.154 above). For taxes, So-
cial contributions, social benefits and a number of other trans-
actions, the nature of the recorded transaction easily identifies
the "from whom to whom?" relation or a good approximation
of it. In other cases, all sectors may have resources and uses
and the interrelations are not shown explicitly. For interest,
dividends and transactions in financial instruments, which are
the most important cases, it is very useful, in addition to the
dummy account procedure, to follow a "ftrom whom to
whom?" approach for practical and analytical purposes.
Assets and liabilit ies accounts
2.161. Transactions in assets and liabilities and other changes in as-
sets appear in the accounts of institutional sectors and the
transactions accounts already described. Stocks of assets and
liabilities at the beginning and the end of the accounting period
appear in the opening and closing balance sheets, respectively.
0verview
Table 21.
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Account lV: Balance sheets
lV.l: Opening balance sheet
Assets Liabilit ies and net worth
AI{ Non-financial assets AF Liabilities
AI{.1 hoduced assets
AI{.2 Non-produced assets
AF Financial assets
B.9O Net wonh
lV.2: Changes in balance sheet
Assets Liabilities and net worth
Total changes in assets Total changes in liabilities
AN Non-financial assets AF Liabilities
AN.I Produced assets
AN.2 Non-produced assets
AF Financial assets
B. l0 Changes in net worth, total
B. l0 . l Changes in net worth üte to saving
and capital trarsfers
8.10.2 Changes in net worth due to other
changes in vohrnte of assets
8.10.3 Changes in net worth due to nominal
holding gairs/losses
lV.3: Closing balance sheet
Assets Liabilit ies and net worth
AN Non-financial assets AF Liabilities
AN.I Produced assets
AN.2 Non-produced assets
AF Financial assets
B.90 Net wortlr
Al l  those data are combined in the assets and l iabi l i t ies
accounts.
2.162. The assets and liabilities accounts, shown in table 2.'l,record
for each type of asset and liability, the opening stock at the be-
ginning of the accounting period, the various types of changes
which occur during this period and the closing stock at the end
of it, as illustrated below:
Opening stock
plus transactions recorded in the capital account, by type
of transactions
plus transactions recorded in the financial account
plus other changes in volume of assets, by type of changes
plus nominal holding gains/losses
of which:
neutral holding gains/losses
real holding gains/losses
equal
closing stock.
System of National Accounts 1993
Account 0: Goods and services account
Resources Uses
P.l Output I P.2 Intermediate consumption
P.',l Imports of goods and services P.3lP.4 Final consumption expenditure/actual
final consumption
D.2r Täxes on products I P.5 Gross capital formation
D.3l Subsidies on products (-) t P.51 Crross fixed capital formation
P.52 Changes in inventories
P.53 Acquisitions less disposals of valuables
P.6 Exports of goods and sewices
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Table?2
I For the valuation of output and the resulting contents of the items
'"Taxes on products" and 'subsidies on prodrrcts-, rcfer to
chapter VI, paragraphs 6.210 to 6.227.
Of course, changes may be positive or negative. In the se-
quence of accounts for institutional units and sectols, this re-
lationship between balance sheets and accumulation accounts
has been presented, for sake of simplicity, only for broad typ"t
of assets (non-financial assets, distinguishing produced and
non-produced ones, and financial assets) and for liabilities as
a whole. However, in the structure of the System, this relation-
ship exists for each type of asset and liability, according to the
System's classification. Conceptually it exists for each ele-
mentary asset (a given dwelling or loan for example) or liabil-
ity. Assets and liabilities accounts are identified by the code of
the relevant asset.
Rest of the world account (external transactions account)
(Account V)
2.163. The rest of the world account covers transactions between res-
ident and non-resident institutional units and the related stocks
of assets and liabilities when relevant.
2.19. As the rest of the world plays a role in the accounting structure
similar to that of an institutional sector, the rest of the world
account is established from the point of view of the rest of the
world. Aresource for the rest of the world is a use for the nation
and vice versa. If a balancing item is positive, it means a sur-
plus of the rest of the world and a deficit of the nation, and vice
versa if the balancing item is negative.
2.165. The rest of the world account (see table 2.3, Account V) fol-
lows the general accounting structure, but it differs slightly in
order to focus on the relevant characteristics of external trans-
actions.
2.1ffi. Current transactions are recorded irr only two accounts. The
first account, the external account of goods and services (see
table 2.3, Account V.I), shows imports of goods and services
as resources and exports of goods and services as uses. The
balancing item is the external balance of goods and services.
If positive, it is a surplus for the rest of the world and a deficit
for the nation.
2.167. The second account, the external account of primary incomes
and current transfers (see table 2.3, Account V.U), shows the
following entries on both sides: compensation of employees;
taxes, tess subsidies, on production and imports; property in-
come; current taxes on income, wealth, etc., and other current
transfers, receivable and payable, respectively, by the rest of
the world. The balancing item of this account is the current ex-
ternal balance. It plays a role in the structure of the System
equivalent to saving for institutional sectors.
2.168. The accumulation accounts are relevant, although for only a
limited set of flows out of fitrancial transactions. For example,
table 2. l,Account V. UI. 3. l, tecords uncompensated seizures.
The external assets and liabilities account is essentially equiv-
alent, with a reverse sign, to the part of the consolidated bal-
ance sheet of the economy which relates to financial assets and
liabilities. For non-financial assets which are own"d by non-
residents in the economic territory, a notional institutional unit
is always created. The rest of the world is deemed to have ac-
quired a financial asset (and vice versa for assets owned in
other economies by resident units).
The aggregates
2.169. The aggregates of the System-for example, value added, in-
come, consumption and saving-are composite values which
measure the result of the activity of the entire economy con-
sidered from a particular point of view. Th"y are summary
indicators and key magnitudes for purposes of macroeco-
nomic analysis and comparisons over time and space. The
SNA aims to provide a simplified but complete and detailed
picture of complex economies, so the calculation of the aggre-
gates is neither the sole nor the main purpose of national ac-
counting. Nevertheless, summary figures are very important.
2.170. Some aggregates may be obtained directly as totals of partic-
ular transactions in the System; examples are final consump-
tion, gross fixed capital formation and social contributions.
Others may result from summing up balancing items for the
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institutional sectors; examples are value added, balance of pri-
mary incomes, disposable income and saving. firey may need
some frrther elaboration. Some of them ar€ so oommonly used
that th"y deserve additional explanation at this early stage.
2.171. Gross domestic product (GDP) at market pricesrepresents the
final result of the production activity of resident producer
units.
2.172. Basically, GDP is a concept of value added. It is the sum of
gross value added of all resident producer units (institutional
sectors or, alternatively, industries) plw that part (possibly the
total) of taxes, less subsidies, on products which is not in-
cluded in the valuation of output.6 Gross value added is the dif-
ference between output and intermediate consumption.
2.1'13. Next, GDP is also equal to the sum of the final uses of goods
and services (all uses except intermediate con$lmption) mea-
sured in purchasets' prices, less the value of imports of goods
and services.
2.1'14. Finally, GDP is also equal to the sum of primary incomes dis-
tributed by resident producer units.
2.175. Net domestic product at market prices (NDP) is obtained by
deducting the consumption of fixed capital from GDP.
2.116. The concept of value added should conceptually exclude the
counterpart of consumption of fixed capital. The latter, in ef-
fect, is not newly created value, but a reduction in the value of
previously created fixed assets when they are used up in the
production process. Thus, theoretically, value added is a net
concept.
2.177 . This conclusion applies to domestic product as well. Theoret-
ically, domestic product should be a net concept. However,
GDP is commonly used for various reasons. The depreciation
of fixed assets as calculated in business accounting does not
generally meet the requirements of SNA concepts. The calcu-
lation of consumption of fixed capital requires that statisti-
cians estimate the present value of the stock of fixed assets, the
lifetime of various types of assets, patterns of depreciation,
etc. Not all countries make such calculations, and when they
do there may be differences in methodology (with some of
them using business data even when inadequate). Conse-
quentlyr groSS figures are more often available, or available
earlier, and they are generally considered more comparable
between countries. So GDP is broadly used even if it,is, on a
conceptual basis, less relevant than net domestic product.
However, net domestic product should also be calculated,
with improved estimates of consumption offixed capital when
necessary, in order to provide a significant tool for various
types of analysis.
2.178. Neither gross nor net domestic product is a measure of wel-
fare. Domestic product is an indicator of overall production
activity. As such, its interpretation relies heavily on the con-
cept of production that is used in the System and the way the
borderline between intermediate consumption and final uses
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is drawn. Foi example, non-remunerated housekeeping ser-
vices are not included within the production boundary and so
arc not reflected in domestic product, and in-house haining ac-
tivities by enterprises ane considered intermediate consump-
tion, resulting in lower domestic product than would be the
case if they were treated as final llses.
2.179. On the other hand, the significance of market prices deter-
mines the meaning of the values which arc measured when
compiling GDP. First, no different value judgements are at-
tached to certain goods or services in comparison with others:
a given amount of tobacco consumption is equivalent to the
same amount of milk consumption; the same is true for educa-
tion and defence, etc. Secondly, externalities, like the nui-
sanoes in urban buildings caused by noise, are not taken into
account.
2.180. In addition it should be noted that domestic product is not a
concept of sustainable income to the extent that economic
growth may depend on natural resources and changes in
human capital and that exceptional events, such as wars or
floods, are treated as directly affecting assets and net worth
without influencing the measures of product and income.
2.181. Primary incomes generated in the production activity of resi-
dent producer units are distributed mostly to other resident in-
stitutional units; however, part of them may go to non-resident
units. Symmetrically, some primary incomes generated in the
rest of the world may go to resident units. This leads to the def-
inition and measurement of gross national income (GNI) at
market prices. GNI is equal to GDP less primary incomes pay-
able to non-resident units plus primary incomes receivable
from non-resident units. In other words, GNI is equal to GDP
less taxes (less subsidies) on production and imports, compen-
sation of employees and property income payable to the rest
of the world plus the corresponding items receivable from the
rest of the world. Thus GNI at market prices is the sum of gross
primary incomes receivable by resident institutional
units/sectors. It is worth noting that GNI at market prices was
called gross national product in the 1953 SNA, and it is com-
monly denominated GNP. In contrast to GDR GNI is not a
concept of value added, but a concept of income (primary in-
come).
2.182. By deducting the consumption of fixed capital from GNI, net
national income (NNI) at market prices is obtained. The re-
marks above about the conceptual relevance of the net concept
in case of product apply even more strongly to national in-
come. The remarks about welfare or sustainability also apply.
2.183. Primary incomes receivable by resident institutional units
may be used in part to make transfers to non-resident units; re-
ciprocally, resident units may receive transfers originating out
of primary incomes in the rest of the world. Gross national dis-
posable income is equal to GNI at market prices less current
transfers (other than taxes, less subsidies, on production and
imports) payable to non-resident units, plus the corresponding
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Table 23 Account V: Rest of the world account (external transactions accountl
V.l: External account of goods and services
Uses
Adjustment for the change in net equity
of households on pension funds
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Resoulces
P.6 Exports of goods and services P.7 Imports of goods and services
P.6l Exports of goods P.7r Imports of goods
P.62 Exports of services P.72 Imports of services
B.ll Erternal bahnce of goods and senices
V.ll: Erternal account of primary incomeq and current fansfers
Uses
B . l l External balance of goods and services
D.1 Compensation of employees D.l Compensation of employees
D.2-D.3 Thxes less subsidies on production and imports D.2-D.3 Thxe.s less subsidies on production and imports
D.4 Property income D.4 Property income
D.5 Current taxes on income, wealth, etc. D.5 Current taxes on incoffie, wealth, etc.
D.6 Social contributions and bönefits D.6 Social contributions and benefits
D.7 Other current transfers D.7 Other current transfers
D.8
ßesources
D.8 Adjustment for the change in net equity
of households on pension funds
B. l2 Current external balance
V.lll: External ccumulation accounts
V.ll l . l : Capital account
Changes in assets Changes in liabilit ies and net wonh
K.2 Acquisitions less disposals of non-produced
non-financial assets B. l2 Current external balance
D.9 Capital transfers, receivable(+;
D.9 Capital transfers, payable (-)
8.10. I Clnnges in net wonh due to wving
and capital transfersr 2
8.9 Net lending(+)/net borrowins\)
I *Changes in net worth due to saving and capital transfers" is
not a balancing item, but coresponds to the total of the
right-hand side of the capital account.
2 "Changes in net worth due to saving and capital ransfers- for
the rest of the world refers to changes in net worth due to current external
balance and capital transfers.
transfers receivable by resident units from the rest of the
world. Gross national disposable income measures the in-
come available to the nation for final consumption and gross
saving. National disposable income is the sum of disposable
income of all resident institutional units/sectors.T
2.184. By deducting the consumption of fixed capital from gross na-
tional disposal income, nbt national disposable income is ob-
tained.
2.185. All the aggreyates referrcd to above are calculated in currcnt
values. The influence of changes in prices may also be elimi-
nated. Domestic prrcduct is calculated at constant prices in
order to measure the change in volume which occum from one
perid to another . This may be done because output, interme-
Overview
Table 2.3.
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Account V: Rest of the world account (external transactions accountl (contl
V.lll.2: Financial ccount
Changes in assets Changes in liabilities and net worth
F Net acquisition of financial assets F Net incurrence of liabililies
F.t Monetary gold and SDRs
F.2 Currency and depositsl F.2 Currcncy and depositsl
F.3 Securities other than shares F.3 Securities other than shares
F.4 [.oans2 F.4 [.oans2
F.5 Shares and other equity2 n5 Shares and other equity2
F.6 Insurance technical reserves F.6 Insurance technical reserves
F.7 Other accounts receivable2 F.7 Other accounts receivable2
Net lending(+ynet
I The following memorandum items are related to the elements of the
category F.2 "Curency and deposits":
ml I denominated in national currency
ml2 denominated in foreign curency
m2l liability of resident institutions
rrro2liability of rest of the world,
2 Memorandum item: F.m. Direct foreign investment.
V.lll.3.l: Other changes in volume of assets account
Changes in assets
AN Non-financial assets
K.r2 Changes in classifications and structure
AF Financial assets
Changes in liabilit ies and net worth
AF Liabilities
K.7 Catastrophic losses
K.8 Uncompensated seizures
K. l0 Other volume changes in financial assets
and liabilities n.e.c.
K.12 Changes in classifications and structure
K.8 Uncompensated seizures
K.7 Catastrophic losses
K.8 Uncompensated seizures
K. l0 Other volume changes in financial assets and
liabilities n.e.c.
K. l2 Changes in classifications and structure
8.10.2 Changes in net worth due to other changes
in volume of assets
diate consumption and taxes, less subsidies, oD products can
all be calculated at constant prices. On the other hand, aggre-
gates of income may not be expressed in volume (at constant
prices) because income flows may not, strictly speaking, be
broken down between a quantity and a price component. They
may be calculated at constant purchasing power, or in real
terms. When moving from domestic product at constant prices
to national income in real terms, the effect of changes in the
terms of trade between the total economy and the rest of the
world is taken into account (see chapter XVI).
(table 2.3 continues overleaf)
2.186. The analysis of net worth is an integral part of the System.
Changes in real national net worth is the sum of changes in net
worth of all resident institutional sectors less the neutral hold-
ing gains/losses (that is, in proportion to general price level).
Th"y are equal to the sum of saving and capital transfers, other
changes in volume of assets and real holding gains or losses.
2.187. Capital formation and final consumption grouped together
constitute national expenditure-gross if gross fixed capital
formation is included, net if only net fixed capital formation is
considered.
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Table 23. Account V: Rest of the world account (extemal tansactions accountl (contl
V.lll.3.2: Revaluation account
Changes in assets
M
AF Financial assets
K.l l Nominal holding gains(+)/losses(-)
Changes in liabilit ies and net worth
AF Liabilities
K.l I Norninal holding gains(-)/losses(+)
K. I l. 1 Neutral holding gains(-)/losses(+)
K.l1.2 Real holding gains(-)/losses(+)
8.10.3 Changes in net wonh worth due to
nominal holding gainsflosses
B.l0.3l Changes in net worth due to neutral holding
gainsflosses
K.l1.l Neutral holding gains(+)/losses(-)
K.l1.2 Real holding gains(+)/losses(-)
8.10.32 Changes in net wonh due to real holding
gainsflosses
V.lV: External ssets and liabilities account
V.lV.l: Opening balance sheet
Assets Liabilit ies and net worth
AN Non-financial assets Af Liabilities
AN.2 Non-produced assets
AF Financial assets
8.90 Net worth
V.lV.2: Changes inbalance sheet
Assets Liabilit ies and net wonh
Total changes in assets Total changes in liabilities
AN Non-financial assets AF Liabilities
AN.2 Non-produced assets
AF Financial assets
B.l0 Changes in net worth, total
V.lV.3: Closing balance sheet
Assets Liabilit ies and net worth
AN Non-financial assets AF Liabilities
AN.2 Non-produced assets
AF Financial assets
8.90 Net wonh
Overview
Integrated economic accounts: a complete view
2.188" It is now possible to put together the various elements which
have been inhoduc€d in the previous sub-sections and to pres-
ent in detail the integrated economic accounts.
2.189. The integrated economic accounts shown in table 2.8 give a
complete picture of the accounts of the total economn includ-
ing balance sheets, in a way which permits the principal eoo-
nomic rclations and the main aggregates to be shown. This
table shows, simultaneously, the general accounting stmcturc
of the System and presents a set of data for the institutional
sectors, the economy as a whole and the rest of the world.
2.1n. The table takes its name from the fact that it assembles institu-
tional sector accounts, the rest of the world accounts, transac-
tions accounts and simplified assets and liabilities accounts"
LJses, changes in assets and assets are on the left side; lcsourc-
es, changes in liabilities and net worth and liabilities are on the
right side.
2.191. The columns refer to the institutional sectors and the rest of the
world. There is also a column for the total economy and one
for goods and services. As a matter of convention, a neverse
order is followed on the two sides.
2.192. The rows show the transactions and other flows, assets and li-
abilities for balance sheets, balancing items and some import-
ant aggregates. The presentation of transactions and other
flows follows the structure of the sequence of accounts for in-
stitutional sectors. With a few exceptions that are explained
below, the row for a given transaction (compensation of em-
ployees or social benefits in cash, for example) shows the
transactions account for this transaction.
2.193. In order to make this table simple but comprehensive,
classifications of sectors, transactions and other flows, assets
and liabilitiqs are at the highest level of aggregation compati-
ble with understanding the structure of the System. It should
be understood that columns and rows can be subdivided to in-
troduce sub-sectors or more detailed classifications of trans-
actions and other flows, assets and liabilities.
2.194. Ipoking first at the institutional sectors current accounts, one
can consider, for example, the columns for non-financiat cor-
pomtions. The production account shows output (1,753) on
the right side, intermediate consumption (899) and value
added (854 gross, 7l7 net, the difference referring to con-
sumption of fixed capital 137) on the left side. Value added,
the balancing item of the production account, appears again in
the same row as a resource of the generation of income ac-
count. Then the uses of this latter account-compensation of
employees (545) and othertaxes,less subsidies, on production
(5 l)E-are shown on the left side, the balancing item being op-
erating surplus (258 gross, l2l net),e which appears again as
a resource of the allocation of primary income account. After
recording property income receivable on the right (86), and
payable on the left (135), balance of primary incomes (ZOg
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gross, 7?net)appears as the balancing item of this account and
again asi a nesouroe of the secondary distribution of income ac-
count. This latter shows eurrent taxes on income, wealth, etc.,
other eurrcnt transfers, when appropriate, snd disposable in-
come (185 gross,48 net) that is undistributcd income of non-
financial corporations, which for this sector is then equal to
saving, the balancing item of the use of income ac@unt.
2.195. The accounts for other institutional sectors may be read the
satne way, the relevant transactions varying according to the
sector involved.
2.196. Apeculiarity of the presentation of the use of income account
needs to be explained. Accounts II.4.l and 11.4.2 are com-
bined, both figures for disposable income and final consump
tion appearing in these accounts being shown side by side. On
the right side of the use of ihcome acoount, adjusted ditp*-
able income and disposable income, the balancing items, rro-
spectively, of Accounts II.2 and II.3, appearon two successive
rows. On the left side, actual final consumption and final con-
sumption expenditure are also shown on two successive rows.
Disposable incorne, net, is 358 for general government,4O for
NPISHs and 1,164 for households. Social transfers in kind are
212 as uses by government and 16 by NPISHS. Thgyln" t-
ceived (228) by households. Final consumption expenditurc
is 368 for goverrrment, 16 for NPISHs and 1,015 for house-
holds. Thus adjusted disposable income, net, is 146 for gov-
ernment (358-212), 24 for NPISHs (40-16) and 1,392 for
households (l ,164 + 228). Actual final consumption for gov-
emment is 156 and for households is 1243. NPISHs have no
actual final consumption because the goods and services com-
posing their final consumption expenditure are transferred in
total to households as social transfers in kind.
2.197 . Now we may look at the rest of the world accounts. They are
presented from the viewpoint of the rest of the world; a
rqsource of the rest of the world is shown on the right side, a
use on the left side. The external account of goods and services
is shown at the same level as the production account for insti-
tutional sectors. Imports of goods and services (499) are a
resource for the rest of the world, exports (540) are a use. The
external balance of goods and services is (-41). With a posi-
tive sign, it is a surplus of the rest of the world (a deficit of the
nation) and vice versa. The external account of primary in-
comes and current transfers covens all other cunent transac-
tions. Starting with the external balance of goods and services
(-41) as a resource on the right side, it shows the various kinds
of taxes, compensation of employees and other current trans-
fers when appropriate. The current external balance remains
4l . Again, with a positive sign, it is a surplus of the rest of the
world (a deficit of the nation) and vice versa.
2.198. As stated above, the row for a given transaction generally
shows the corresponding transactions account. For example,
the row for property income shows that property income was
payable by non-financial corporations (135), financial corpo-
rations (167), general government (42), households (41),
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NPISHS (6) and the resl of the world (68). In turn, it was re-
ceivable by non-financial corporations (86), financial corpo-
rations (l4l), general government (32), households (150),
NPISHS (7) and therest ofthe world (38).Thetotal of payables
is, of coulse, equal to the total of receivables (454).
2.199. The presentation of transactions on goods and services is dif-
fetent. In this case, as explained when presenting transactions
accounts (see paragraphs 2.154 and 2.156 above), therc is no
balance for each type of transaction, such as exports or gross
fixed capital formation, but only a global one between all uses
and all resources of a good or service. Consequentln in the in-
tegrated @onomic accounts, the goods and services account
is shown as a column, not in a row. It rcflects the various trans-
actions on goods and services which appear in the accounts of
the institutional sectors. lJses of goods and serviccs in the in-
stitutional sectors accounts arc rcflected on the right-hand col-
umn for goods and seruices; in turn, tresources of goods and
services in the institutional sectors accounts are reflected on
the left-hand column forgoods and services. On the resources
side of the table, the figures appearing in the column for
goods and services are the counterparts of the uses made by
the various sectors and the rest of the world: exports (540),
intermediate consumption ( 1,883), final consumption expen-
diture/actual final consumption (1,399), tro!ilr fixed capital
formation (376), changes in inventories (28) and acquisitions
less disposals of valuables (10). On the use side of the table,
the figures in the column for goods and services are the
counterparts of the resources of the various sectors and the
rest of the world: imports (499) and output (3,604). On the
same side taxes, less subsidies, on products (133) are
shown directly in the column for goods and services. They
are a component of the value of the supply of goods and ser-
vices which has no counterpart in the value of the output of
any institutional sector. lo
2. 2OO. The columns for the total economy remain. Except for taxes
less subsidies on products and domestic product, the figures
in these columns are simply the sum of the coresponding fig-
ures for the institutional sectors. The production account for
the total economy includes, as resources, output-that is, the
total output of the economy-(3,6M) and taxes less subsidies
on products (133), the latterbeing the counterpart of the figure
appearing on the left side in the column forgoods and sewices.
The uses side of the production account for the total economy
shows intermediate consumption (1,883) and domestic prod-
uct at market prices (1,854 gross, 1,632 net). The latter is the
sum of value added of the various sectors and taxes less sub-
sidies on products. Domestic product then appears on the right
side as a rqsource of the generation of income account for the
total @onomy. Täxes less subsidies on products are shown
again on the left side in the column for total economy and on
the right side as a resource of government (and the rest of the
world if rclevant). This double routing of taxes less subsidies
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on products is made in order to get domestic product, gross and
net, directly in the overallaccounts, as explained above.
2.2OL The other items in the columns for total economy are self-ex-
planatory. National income at market prices (1,883 gross,
1,661 net) is shown directly ar the sum of balance of primary
incomes of the various sectors; national disposable income,
national saving, etc. are also obtained directly.
2.202. The accumulation accounts follow the sequence of accounts
for the institutional sectors.
2.203. It may be seen, for example, that saving, net of households is
160. Households receive 23 and pay 5 as capital transfers.
Thus changes in their net worth due to saving and capital trans-
fers is 178. Households have 6l as gross fixed capital forma-
tion (19 as net fixed capital formation after deduction of
consumption of fixed capital) ,2 aschanges in inventories and
5 as acquisitions less disposals of valuables. Their acquisi-
tions less disposals of non-produced non-financial assets
(land actually) are 4. The net lending of households is 148.
Th"y incurred financial liabilities (net) of 33 and acquired fi-
nancial assets (net) of 181. Other changes in volume of assets
arc2. The value of the assets held by households increased by
96 due to changes in the actual prices of both non-financial as-
sets (80) and financial assets (16); there are no nominal
gains/losses on their liabilities, which means that all their lia-
bilities are denominated in mone taryterms and probably in the
national currency of the economy in question.
2.2U. The columns for goods and services record the counterparts of
gross fixed capital formation, changes in inventories, and ac-
quisitions less disposals of valuables on the right side. Trans-
actions appear in the columns for the rest of the world only
when it is relevant (mainly capital transfers and financial
transactions).
2.205. The balance sheets also are presented. The rest of the world
columns show the assets and liabilities position of the rest of
the world vis-ri-vrs the nation (external assets and liabilities ac-
count). The row "changes in net worth due to saving and cap-
ital transfers" coresponds, for the rest of the world, to the
current external balance and capital transfers.
2.2M, In order to see the relations between accumulation accounts
and balance sheets, general government may be taken as the
example. The opening assets are I ,987 (1,591 non-financial
assets and 396financial assets) and the opening liabilities 687,
net worth thus being 1,300. The total value of non-financial
assets increase by 56, which results from all changes in these
assets recorded in the accumulation accountsr gross fixed cap-
ital formation,37, consumption of fixed capital, -30, acquisi-
tions less disposals of valuabls, 3, acquisitions less disposals
of non-produced non-financial assets, 2, other volume
changes (0 in balance) and nominal holding gains,44. Finan-
cial assets increase by 123 (net acquisition of financial assets,
l2O, other volume changes, l, nominal holding gains, 2). On
the right side, liabilities increase by 176, which results again
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from all changes in liabilities recorded in the accumulation ac-
counts (net incurrence of liabilities, 170, other volume
changes, - l, revaluation of liabilities 7). So the closing assets
are2,166 (l ,&7 + 519) and the closing liabilities arc 863;
closing net worth ,1,302 shows an incrcase over the year of 2.
The souroes of this change in net worth are summarizßÄin the
right side of Account IV.2: changes in net worth due to saving
and capital transfers, -38 (see also the right side of the capital
account), to other changes in volume of assets, 2 (see also the
right side of the other changes in volume of assets account)
and to nominal holding gains/losses, 38 (see also the right side
of the revaluation account).
2.207. Thken in their entirety, the columns for the total economy
show the sequence of accounts applied to the nation as a
whole. In the table, these accounts correspond generally, in
each row, to the sum of the values for the resident institutional
sectors. This means that they are not consolidated. It is possi-
ble, outside the table itself, to show the sequence of accounts
for the total economy after consolidation of the relations be-
tween resident institutional sectors.
2.208. The integrated economic accounts provide an overview of the
economy as a whole. As already indicated, the integrated pre-
sentation contains much more than what has actually been in-
cluded in the table and may be used for giving a more detailed
view if so desired. Columns might be introduced for sub-sec-
tors. The rest of the world column could be subdivided accord-
ing to various geographical zones. The column for goods and
services may show market goods and services separately. The
classification of transactions in the rows rnight be used at more
detailed levels (see chapter XIX) for further elaboration of
these suggestions).
2.2W. However, putting more directly in this scheme at the same
time would result in a very complicated and unmanageable
table. For this reason, more detailed analysis of production
and transactions in goods and services, transactions in finan-
cial instruments, detailed balance sheets, as well as analysis by
purpose are done in other frameworks. These are presented
successively, and their links with the integrated economic ac-
counts also explained.
3. The other parts of the accounting structure
The central supply and use table and other input-output tables
2.210. The detailed analysis of production by industries and flows of
goods and services by kind of products is an integral part of
the integrated central framework. It would be feasible to in-
clude certain details in the integrated economic accounts table.
For example, the rows for output, intermediate consumption
and value added might be subdivided by kind of economic ac-
tivity; the columns for goods and services might be subdivided
by type of products. However, the System does not adopt this
solution, because the table would become cumbersome. It pro-
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vides a systematic cross-classification by institutional sectors
and industries of output, intermediate consumption, ffid value
added and its components (see table 15.3, chapter XV).
2.211. The integrated economic accounts contain only production
and generation of income accounts by institutional sectors as
well as a global balance of transactions on goods and sewices.
the detailed analysis of production activities and goods and
services balances is made in the input-output tables. The
input-output framework of the System includes a number of
different approaches as rcgards producing units, valuation of
transactions, etc. They are presented in the rclevant chapter.
2.212. The central input-output table (supply and tne table) of the
System presentst 
, ?ftre resources and uses of goods and services for each
:t* 
of Product
fhe production and generation of income accounts for
each industry according to kind of economic activity.
The goods and services account has already been presented
(see paragraphs 2.154 to 2.159 in section D.2 above). The
sequence of accounts for establishments and industries is
limited to the production account (Account I) and the gen-
eration of income account (Account II. 1 . I ). These accounts,
shown in table 2.7, are identical in format to the core-
sponding accounts for institutional units or sectors. How-
ever, in the supply and use table, the output and
intermediate consumption of industries are broken down by
products. Data on factors of production (labour and fixed
capital) used by industries are also provided.
2.213. The supply and use table is presented fully in chapter XV (see
table l5.l). It includes a number of specifications which are
not necessary at this stage of the presentation of the accounting
structure. Thble z.l0shows a reduced format of the supply and
use table. This reduced format is not a simplified version ofthe
normal one and should not be used as such. It is intended only
to introduce the overall structure of the supply and use tables.
2.214. The upper part of the table shows the origin of the resources of
goods and services. In the rows, the various types of products
are presented according to a classification which can be used
at various levels of detail. In the columns, starting from the
right side, imports are shown first. Then a matrix showing the
output of industries, according to the activity classification,
appears. This is the make matrix. It may be valued either at
basic prices or at producers' prices in the absence of a value
added tax (VAT), or at producers' prices in the presence of
VAT. The actuat figures in the table are at basic prices which
is the preferred method of valuation for output. The column
for total industries records the total output of industries for
each kind of product. The output of a given industry may cover
a number of different products, the principal and the second-
ary ones.
2.215. Thxes, less subsidies, on products-with varying content
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according to the valuation of output-and trade and transport
margins are r@orded in two columns in order to get total sup-
ply of each type of product valued at purchasers' prices. The
corresponding trade and transport services arc deducted glob-
ally at the intersection between the relevant rows and the col-
umn fortrade and transport margins. Thus the total of the latter
is zero.
2.216. Below, uses of goods and services are recorded at purchasers'
aprices (i.e., including taxes, less subsidies, on p,roducts except
deductible taxes) in a use or absorption matrix. The same clas-
sification of products is used in the rows. For each product,
of course, total supply and total use in purchasers' prices
are equal. Columns inctude sequentially intermediate con-
sumption of industries, again using the same classification
as in the upper part; exports; final consumption expendi-
ture and gross capital formation. The column for total in-
dustries records total intermediate consumption of
industries for each kind of product.
2.217. As the columns for final consumption record first final con-
sumption expenditure by institutional sectors, the column for
government is further subdivided between individual con-
sumption expenditure and collective consumption expendi-
ture, in order to allow actual final consumption for households
and government to be calculated.
2.218. The lower part of table 2.lO refers to gross value added and its
components: compensation of employees, taxes, less subsi-
dies, on products, other taxes, less subsidies, on production,
operating surplus/mixed income (which is shown gross and
net) and consumption of fixed capital. These rows appearonly
in the columns for industries and the total economy.
2.219. It is easy to recognize in table 2.lO the shortened sequence of
accounts for industries (production and generation of income
accounts) that has been presented above. For each industry,
the composition of its output by product appears in the upper
part of the table; below is intermediate consumption by prod-
uct, and components of value added can be seen. Data on fac-
tors of production of each industry are also shown below:
labour inputs, gross fixed capital formation and stocks of fixed
assets.
2.220. The total gross value added of industries differs from GDP by
the amount of taxes, less subsidies, or products not included
in the value added of any industry. In order to get GDPdirectly
in the supply and use table, a column for the total economy,
distinct from total industries, is added in the lowest part of the
table. It records first the components of value added which al-
ready appear in the column for total industries, and then taxes,
less subsidies, on products. The latter are conveyed to the low-
est part of the table through the column taxes, less subsidies,
on products. This can be shown in the table: total value added
of industries is 1,721. It excludes all taxes, less subsidies, otr
products because output is valued at basic prices. GDP (1,854)
appeaF at the intersection between the row,total gross value
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added/GDP and the column total economy. It is the sum of
total gross value added (1,721) and taxes, less subsidies, on
products (133), which appears at the intersection between the
row "Täxes, less subsidies, oD products" and the column
*Total economy-.1I
2.221. Table 2.10 as it stands provides simple links with the inte-
grated economic accounts. Exactly the same conoepts and def-
initions and the same valuation are used for the central supply
and use table and the institutional sector accounts. Conse-
quently, the global figures for output, imports of goods and
services, taxes, less subsidies, on products, intermediate con-
sumption, exports of goods and services, final national expen-
diture, gross value added and its components and of course
GDPare the same in both tables. Uses at purchasets'prices are
close to the way economic units generally look at them and
provide figures most current analysts require in the first in-
stance.
2.222. The three approaches to GDP (1,854) appear in the supply and
use table, as well as in the integrated economic accounts:
From the production side, GDP is equal to total output
(3,604) minus total intennediate consumption (1,883)
plus taxes, less subsidies, on products (133) not in-
cluded in the value of output.
From the demand side, GDP is equal to final consump-
tion expenditure (1,015 + 16 + 156 + 212) plus gross
capital formation (376 + 28 + l0) plus exports (540)
minus imports (499).
From the income side, GDP is equal to compensation of
employees (762) plus taxes, less subsidies, or produc-
tion and imports (l9l), plus mixed income, gro$ (442),
plus operating surplus, gross (459).
2.223. The central supply and use table integrates various approaches
which often are only followed in part on an annual basis. The
lower part of table 2.lO includes the breakdown of GDPby in-
dustry of origin which is familiar to many people. The two
upper parts of the table conespond to the so-called commod-
ity-flerw approach. If one does not break down the interme-
diate consumption by industry of use, keeping only the total
by product (column for total industries), a simplified com-
modity flow approach may be followed. This permits the bal-
ancing of supply and disposition to be undertaken on a regular
annual basis, even when intermediate consumption can not be
analysed with lhe same frequency for each industry according
to its cost structure. Additionally, if detailed complete input-
output tables are established from time to time, intermediate
consumption cross-classified by industry and by product may
be estimated for other years as a checking procedure for the
balancing of the accounts. In brief, the central supply and use
table (which is in fact an input-output table) may provide
means of integrating regular analysis of production by indus-
tries and flows of goods and services, in the absence of more
refined input-output analysis.
Overview
2.224. In addition to what is included in the central supply and use
table (see table l5.l in chapter XV), the System allows for a
number of derived and analytical input-output tables, where
the use table may be valued at basic prices, or domestic and
import components of uses shown separately and supply and
use tables converted into syrnmetric tables.
The tables 0f financial transactions and
financial assets and liabilit ies
2.225. The System provides for an indepth analysis of financial
transactions and financial assets and liabilities. In the inte-
grated economic accounts, transactions in financial instru-
ments are shown using the most aggregated level of their
classification and the institutional sectors arc also shown at the
first level. Opening and closing financial assets and liabilities
arc shown only globally. This is a first overview of an inte-
grated presentation of all financial transactions, other changes
and stocks of assets and liabilities of the various institutional
sectors in the context of accounts and balance sheets covering
all aspects of economic life in the SNA sense. The juxtaposi-
tion of the accounts for all institutional sectors and the rest of
the world allows the derivation of a balance of transactions in
financial instruments for each main category of the latter. In
total, the integrated economic accounts give an overall sum-
mary of the results of financial life.
2.226. However, one may want to know more about the financial
transactions undertaken by a given sector. In that case, a more
detailed level of the classification of financial instruments
must be used. The financial account of each institutional sec-
tor showing the relevant details is presented in chapter XI. It
is also necessary for financial analysis purposes to use the
classification of institutional sectors at a more detailed level,
especially in the case of financial corporations.
2.227. Grouping together the financial accounts for detailed sectors
and sub-sectors and the detailed category of transactions in fi-
nancial instruments results in a detailed table of financial
transactions. In fact, this table is no more than an expansion of
the financial part of the integrated economic accounts. This
table (or conceivable variants) uses the full classification of
transactions and mor€ detailed levels of the sectors classifica-
tion, especially for financial corporations. In addition, many
of the categories of financial instruments, but particularly cur-
rency and deposits, are subdivided according to positions de-
nominated in foreign currency and those denominated in
national currency. Direct investment is recorded as a
memorandum item (see chapter XI).
2.228. Tables cross-classify in g financ ial instruments with debtor and
creditor sectors, respectively, exhibit direct connections be-
tween debtors and creditors except when only one debtor sec-
tor or one creditor sector is involved. In order to show these
links, which are very important for financial analysis, an addi-
tional three-dimensional approach is followed in the System.
The objective is to show, first, for a given debtor sector and
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each type of financial instrument, which sectors have changed
their creditor position toward the given one in the perid. Sec-
ondly, converseln the objective is to show, for a given creditor
sector and each type of financial instnrment, which sectors
have changed their debtor position toward the given one in this
perid. Schematicalln these relations may be summariz€d in
the reduced format of table z.lL Therc is a column for each
financial instrument. Then, for each debtor sector, changes in
its debtor position toward each of the sectors (including itself
when transactions between units composing this sector have
not been consolidated) are shown suosessively. Of course, the
symmetric information (changes in creditor position of a
given sector toward the various sectors, including itself) is au-
tomatically provided for. The lowerparts of the tableshow the
totals which conespond exactly to those found in a twodi-
mensional table of the kind referred to previously.
2.22g.In fact, the three-dimensional table of financial transactions
assembles a number of matrices of the type sectors/sectors,
one for each kind of financial instrument.
2.230. As such a presentation is not necessarily useful for actually
presenting the data, other presentation(s) may be preferred in
practice for publication. For example, a detailed classification
of financial instruments combined with a sector classification
may be cross-classified twice with the sector classification, in
order to show, from one side, changes in the debtor positions
' of the debtor sectors and, from the other side, changes in the
creditor positions of the creditor sectors. As compared to the
presentation of the financial accounts made in the integrated
economic accounts, this means, in short, introducing a sector
distinction below headings of financial instruments when rel-
evant (for a more complete explanation see ehapter XI).
2.231. For financial analysis, tables showing stocks of financial as-
sets and liabilities are very useful. As for transactions in finan-
cial instruments, these tables may show simply the assets
position and the liabilities position of the various sectors with-
out indicating which sector is the creditor or debtor of other
sectors. In addition, three-dimensional tables may be elabo-
rated showing the "from whom to whom?" links for each type
of financial instrument, to permit better analysis. The pre,sen-
tation of such tables is exactly the same as,for tables of finan-
cial transactions except that assets/liabilities are shown
instead of changes in assets/liabilities and the net financial po-
sition of each sector appears instead of its net lending/-
borrowing.
Complete balance sheets and assets and liabilit ies accounts
2.232. Balance sheets in the integrated economic accounts are pre-
sented in a very aggregated way. For each sector or sub-sector
more complete balance sheets may be built up using the de-
tailed classification of assets and liabilities when appropriate.
Changes in assets and liabilities for each sector may also be
analysed for each type of asset and liability and each source of
change, as in table z.lz,which is an integrated presentation of
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balance sheet and accumulation accounts, that is, a full presen-
tation of the assets and liabilities accounts as described in
paragraph2.162 above.
2.233. Assets, liabilities, and net worth are shown in the rows. The
first column rclates to the opening'balance sheet (at prices as
of the beginning of the period), the last one to the closing bal-
ance sheet (at prices as of the end of the period). The columns
in between indicate the changes in assets, liabilities, and net
worth described in the accumulation accounts. Thus this table
is a cross-classification of assets/liabilities/net worth and
sources of change in them, which can be done systematically
if so desired.
2.234. Such tables for all institutional sectors, the total econorny and
the rest of the world may all be put together in a synoptic table.
Functional nalysis
2.235. As explained in section B above, the purpose of a transaction
is a different dimension from the ones which are dealt with in
the previous tables. Some tables cross-classify, for certain sec-
tors or sub-sectors, purposes and types of transactions when it
is relevant (see chapter XVID. As compatible but different
classifications are used according to the sector concerned,
these partial analyses by purpose cannot be integrated in a sin-
gle table and, in most cases, no exhaustive total for the total
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economy may be calculated in the ccntral framework. The
functional analysis can be further developed, outside the cen-
tral framework, in satellite accounts in which significant na-
tional aggregates are calculated (see chapter XXI).
Population and labour inputs tables
2.236. A dimension is added to the usefulness of a number of national
accounts figures by calculating these figures per head. For
broad aggregates such as GDP, GNI or household final con-
sumption, the denominator commonly used is the total (resi-
den$ population. When sub-sectoring the accounts or part of
the accounts of the household sector, data on the number of
households and the numberof persons living in each sub-sec-
tor are also necessary.
2.237 .In productivity studies, data on the labour inputs used by each
industry in the process of production are indispensable. Total
hours worked is the preferred rneasure of labour inputs for the
System. Inferior alternatives are full-time equivalent jobs, the
number ofjobs or the number of persons employed.
2.238. Data on population and labour inputs must generally be ad-
justed in order to be consistent with the System's concepts,
definitions and classifications. The resulting tables are an in-
tegral part of the SNA (see chapter XVII).
E, The integrated Gentral framework and flexibility
l. Applying the central framework in a flexible way
2.239. The central framework presented in this chapter is coherent in
terms of its concepts and its accounting structure. Links be-
tween the various elements of the integrated System have been
emphasizedin order to depict its structure in a simple but com-
plete way. That presentation does not imply any order of pri-
ority or frequency (quarterly, annually, etc.) for implementing
national accounts. Priorities in compiling national accounts
are a matter of statistical policy; no universal recommendation
can be made. (However, some indications relevant to specific
circumstances are provided in the relevant handbooks.) Simi-
larly, the accounting structure does not imply that results al-
ways have to be presented exactly as they stand in this or other
chapters. Acountry may choose to publish mainly time series,
to prepare only some accounts oraggregates, etc. However, at-
tention needs to be drawn to the following point. Because
usens may find it difficult to fully understand the conceptual
and practical links between the various parts of the System, it
is advisable to use the kind of presentation made in table 2.8,
with the appropriate adaptations to a country's circumstances
and n@ds.
2.240. In general, the System has to be looked at in a consistent but
flexible way. According to analytical requirements and data
availability, emphasis put on various aspects within the central
framework may vary. In general, emphasis may be varied by
using the System's classifications of institutional sectors,
industries, products, transactions (including the complemen-
tary classification), sequence of accounts, etc. at various levels
of detail (including additional ones); by using different meth-
ods of valuation; by using different priorities for various parts
of the accounts and different frequencies; by rearranging the
results; by introducing some additional elements, etc.
2.241 . The household sector provides a good illustration of what may
be done in order to provide an in-depth analysis of the house-
hold conditions and the functioning of the economy as a
whole. The necessary detailed approach to the household sec-
tor may be undertaken, first, by deconsolidating the household
sector beyond the sub-sectors included in the main classifica-
tion of the System, distinguishing, for instance, the type of
economic activity carried out (formaflinformal), the location
of the household (urbar/rural) or the level of skill. Serondly,
it is possible to adapt the way household activities are por-
trayed in the sequence of accounts. For instance, a concept of
discretionary income may be used, which relates to that part
of disposable income which is provided in cash and on the use
of which households may take decisions, or the classification
of household transactions may be complementd, for exam-
ple, to isolate in-kind components or to show the industry of
origin of various types of income.
Overuiew
2.242. Theflexibility of the System is furtherillustrated with thepub-
lic sector, whose components are systematically shown at var-
ious levels of detail in the classification of institutional
sectors. The components of the public sector may be re-ar-
ranged to group the accounts of the overall public sector.
These accounts may be shown before consolidation and after
consolidation to describe the rclations between the public sec-
tor and the private sector and between the public sector and the
rest of the world (by separating out the external transactions
of the public sector).
2.243. Chapter XIX provides a mor€ detailed analysis of the above
examples. It also presents illustrations of flexible uses of the
central framework in the field of key sector accounting, exter-
nal accounts problems and high inflation analysis. Finalln it
touches briefly upon quarterly and regional accounts.
2. lntroducing social accounting matrices
2.244. A social accounting matrix (SAM) is a presentation of the
SNA in matrix terms that incorporates whatever degree of de-
tail is of special interest. To date, builders of SAMs have ex-
ploited the available flexibility to highlight special interests
and concerns more than compilers of regular national aq-
counts, displaying the interconnections, disaggregating the
household sector, showing the link between income genera-
tion and consumption, etc. The power of a SAM, as well as of
the SNA, comes from choosing the appropriate type of disag-
gregation to study the topic of interest. In addition to a flexible
application and the inclusion of various complements, SAMs
may incorporate more extensive adjustments, which are of a
satellite accounting nature, in order to serve specific analytical
purposes. For furlher explanation of the matrix presentation
and SAMs, see the annex to this chapter and chapter XX.
3. Introducing satellite accounts
2.245. In some cases, working with the central framework, even in a
flexible wä/, is not sufficient. Even when conceptually con-
sistent, the central framework could be overburdened with de-
tails. Moreover, some requirements may conflict with the
central conceptual framework and its architecture.
2.246. In certain types of analysis, the basic intention is not to use al-
ternative economic concepts, but sirnply to focus on a certain
field or aspect of economic ancl social life in the context of na-
tional accounts. The intent is to rnake apparent and to describe
in more depth aspects that are hidden in the accounts of the
central framework or surface only in a limited number of
points. Tourism is a good example. Various aspects of produc-
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ing and sonsuming activities connected with tourism may aF
pear in detailed classifications of activities, productrs and pur-
poses. However, specific tourism transactions and purposes
appear separately only in a few cases. ln order to describe and
measure tourism in a national accounts frameworlc, it is nec-
essary to make a choice between two approaches: either sub-
divide many elements in the accounts of the central
framework to get the required figures for tourism and pay the
price of overburdening and imbalancing the various compo-
nents of the accounts, or elaborate a specific framework for
tourism. The latter approach, the only feasible one actually,
also allows adaptation of the various classifications and mea-
sur€ment of additional aggregates, such as national expendi-
ture on tourism, which may cover intermediate as well as final
corxiumption.
2.247 .In other types of analysis, more emphasis is given to alterna-
tive concepts. For instance, the production boundary may be
changed, generally by enlarging it. For example, the produc-
tion of domestic services by members of the household for
their own final consumption may be brought within the pro-
duction boundary. The concept of fixed assets and the related
fixed capital formation may be broadened, by covering re-
search ancl development expenditures, consumer durables or
human capital. It is also possible in environmental accounting
to record the relations between natural assets and economic
activities differently, by recording the depletion of subsoil or
other natural resources and the degradation of natural assets.
In these approaches, the economic process itself is depicted
differently, and complementary or alternative aggregates are
calculated.
2.248. The analysis of a number of important fields such as social
protection, health or the environment may benefit from build-
ing a framework to accommodate elements which are in-
cluded in the central accounts, explicitly or implicitly, plus
complementary elements (either monetary or in physical
quantities) and possibly alternative concepts and presenta-
tions. In all cases, however, the links with the central frame-
work are made explicit, there are a number of common
elements and any contradictory features are introducd, not by
chance, but after explicitly considering various ways of look-
ing at reality.
2.249. Those special constructs, which are semi-integrated with the
central frarnework, are called satellite accounts. Chapter XXI
is devoted to satellite analysis and accounts. Due to the im-
portance of environmental concerns, a section in that chapter
deals specifically with satellite accounts for environmental ac-
counting.
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Notcs
I The way producers'prices are defined means that value added
type taxes are never considered in the System to be costs
against production but levies on uses; produceni arc deemed
to collect, on behalf of government, taxes which arc not part
of their own turnover. The use of basic prices might be inter-
preted as extending this scheme to all taxes on products. Busi-
ness accounting practices may vary from one country to
another or within a given country The trend seenrs to be to-
ward the recording of taxes on products scparately frorn turn-
over.
2 However, taxes and subsidies on imports arcneverchannelled
through the accounts of producens.
3 The fact that balancing items can be expressed in gross or in
net terms is not repeated in the presentation of the other ac-
counts.
4 This balancing item is called mixed income in the case of the
household sector, except for the operating surplus of the ser-
vices of owner-occupied dwellings, because it covers return
both to labour of self-employed and capital.
5 Adjusted disposable income is conceptually very close to the
item "total income" used for a long time in the work on
SNA/MPS links.
6 If basic prices are used for valuing output, GDP is equal to the
sum of gross value added of all resident producer units plus all
52
taxes on products (less subsidies on products). If producets'
prices are used for valuing output, GDP is equal to the sum of
gross value added of all resident producer units plus taxes and
duties on imports,less import subsidies-in absenceofa value
added tax system-or plus taxes and duties on imports (less
import subsidies) and value added type taxes-when such a
taxation system does exist.
7 Forthe esonomy as a whole there is no differcnce between dis-
posable income and adjusted disposable incoile, because cur-
rcnt hansfers in kind to or from the rest of the world are treated
in the same way as transfers in cash.
8 In this table, output is valued at basic prices. Consequently,
taxes less subsidies on products do not appear at all in the ac-
count of producers.
9 In order to lighten the presentation of the table, consumption
of fixed capital, which always makes the difference between
gross and net balancing items, has not been repeated, except
when showing figures for saving.
l0 Of course, if output were valued at producers' prices, the
amount of taxes on products (net) recorded here would be
lower.
I I If output were valued at producers' prices, figures for taxes,
less subsidies, on products would appear partly in the column
for these taxes, partly in the columns for industries.
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Annex
Other presentations of the accounts
l. The System of National Accounts mainly uses the classical
presentation of accounts in the form of balancing statements,
with uses on one side and resources on the other side. Other
types of presentation may be used.
Diagrammatic presentation
2. The diagrammatic presentation uses boxes linked together by
atrows, to indicate the nature and size of the flows and stocks
represented.
3. For the economy as a whole, figures coresponding to the ones
B. Equations
5. The equalities of the System may be represented by sets of
equations that are used, for example, in model building. The
accounts for the total economy are shown in table 2.4 and in
equation form.
6. Equations ( I ) and (2) cover the production and goods and ser-
vices accounts. All transactions in these equations conespond
to arrows going to or from the boxes "production" and "goods
and services" in the diagram.
7. Equations (3) to (6) cover the distribution and use of income
accounts and the corresponding box in the diagram. The ag-
gregates are not shown directly in the latter, but they are de-
rived easily according to the relevant equations.
8. Equations (7) to (10) and (15) cover the accumulation ac-
counts and the box "accumulation" in the diagram.
9. Equations (l l) to (17) corresporrd to opening and closing bal-
ance she.ets and changes between balance sheets. Th"y cover
the boxes "opening stocks" and "closing stocks" and the
which appear in the integrated economic accounts are shown
in a simplified way in figure 2.4.
4. Aset of equations, which are described below, coresponds to
this diagram and to the integrated economic accounts.
changes between as they are shown in the diagram. Those
changes are identical to the content of equations (7) to (10) and
(15), the other changes in volume of assets and the revaluation
being shown separately for the three types of assets and liabil-
ities.
10. Equations (18) and (21) contain the external transactions (box
"external transactions" in the diagram) and the external finan-
cial position of the nation presented from the point of view of
the nation. The opening and closing positions and the changes
between are shown in the diagram.
I l. Thus, the diagram may be read by reading the equations, and
the equations are illustrated by the diagram.
12. Similarly the various parts of the System may be presented in
equation form: the full sequence of accounts for institutional
sectors, the shortened sequence of accounts for industries, the
transactions accounts such as the goods and services account,
the rest of the world accounts, etc.
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Table 24. Equations
55
(l) Grcss domestic product (GDP) at markct prices
- Output + taxes, less subsidies, on products - intermediate
consumption. 1,854 ' 3,ffi + 133 - 1't33
Q, Croes domestic product (GDP) at markot pricce
- Final consumption cxpenditure/actual final consumption + changcs
in invcntorios + gross fixed capital fqmation + acquisitions less
dispcals of valuables + expofis of goods and scrviccs - imports of 1,854 - 1,399 + 376 + 28 + l0
goods and services. + 5 4 0 - 4 W
(3) Gto*s netional income (GNI) at markct priccs
' GDP at market prices * trxes, less subsidies, on production and
imports (net, receivable from ahood) + compcnsation of employccs
(net, receivablc from abroad) + pfioperty income (nct, receivablc fr,orn
abtoad).  1,883 -  1,854+0+4+25
(4) Net national income (NNI) at market prices
= GNI at market prices - consumption of fixed capital. 1,661 = 1,883 -222
(5) Net national disposable income (NNDD
- NNI at market prices + currcnt taxes on income, wealth, etc. (net,
receivable from abroad) + social contributions and benefits and other
current transfers (net, rcceivable from ahoad). 1,632 = l,6l + I + (-30)
(6) Net national disposable income (I.INDD
= Final consumption expenditune/actual final consumptioin +
adjustment for the change in net equity of households on pension funds
(net, rcceivable from abroad) + saving, net, 1,632'1,399 + O + 233
Q) Saving, net + capital transfers (net, rcceivable from abroad)
- Changes in net worth due to saving and capital
transfers. Z3j + (_3) - 23O
(8) Saving, net + capital transfers (net, rcceivable from abroad)
= Gross fixed capital formation - consumption of fixed capital +
changes in inventories + acquisitions le,ss disposals ofvaluables +
acquisitions less disposals ofnon-produced non-financial assets + net 233 + (-3) '376 - 222 + 28 + lQ
lending(=)/netborrowing(-). + 0 + 38,
(9) Net lending(=)/net borrowing(-)
=Netacquisit ionof f inancialassets-netincurrenceof l iabil i t ies. 38-641 -603
(10) Net lending (+)/net borrowing(-)
= Net acquisition of financial (extemal) assets - net incurrence of
(external) liabilities. 38 = 8t - 50
(11) Opening assets - opening liabilities
= Opening net worth. 16,714-6 ,298=10,416
(12) Closing non-financial assets
= Opening non-financial assets + gross fixed capital formation -
consumption of fixed capital + changes in inventories + acquisitions
less disposals of valuables + acquisitions le'ss disposals of
non-produced non-financial assets + other changes in volume of 10,404 - 9p22 + 376 - 222 + 28 + 10
non-financial assets + rcvaluation ofnon-financial assets. + 0 + l0 + 280
System of National Accounts l gg3
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(13) Closing financial assets
- OPening financial assets + net acquisition of financial assets + other
changes in volume of assets + rcvaluation of financial assets. 7,522 - 6,'192 + &l + 5 + gd
(14) Closing liabilities
- Opening liabilities + net incurrence of liabilities + other changes in
volume of liabilities + revaluation of liabilities. 6,975 = 6,298 + 603 + (-2) + 76
(15) Changes in net worth
- Changes in net worth due tb saving and capital transfe,rs + changes
in net worth due to other changes in volume of assets + chantes in net
worth due to nominal holding gainsflosses. 5 3 5 - 2 3 O + 1 7 + 2 E g
(16) Closing assets - closing liabilities
= Closing net worth. 17 ,926-6 ,979*10,951
(17) Closing net worth
= Opening net worth + changes in net worth. 1 0 , 9 5 1  : 1 0 , 4 1 6 + 5 3 5
(18) Exports of goods and services - imports of goods and service + taxes,
less subsidies, on ploduction and imports (net, receivabte from abroad)
+ compensation of employees (net, receivable from ahoad) + property
income (net, receivable from abroad) + current taxes on income,
wealth, etc. (net, receivable from abroad) + social contributions and
benefiS and other current transfers (net, receivable fr,onr abroad) +
capital transfers (net, receivable from abroad) - acquisition less
disposals of non-produced non-financial assets
-Netacquisit ionoff inancial(external)asscts-netincunenceof 540-499+0+4+ 25 + I +(-30)+
(external) liabilities. ( - 3 ) - 0 : 8 8 - 5 0
(19) Exports of goods and services - imports of goods and services + taxes,
less subsidies, on production and imports (net, rcceivable from abroad)
+ compensation of employees (net, receivable from abroad) + property
income (net, receivable from abroad) + cunent taxes on incoffie,
wealth, etc. (net, receivable from abroad) + social contributions and
benefits and other current transfers (net, receivable from aborad) +
capital transfers (net, receivable from abroad) - acquisitions less
disposals of non-produced non-financial assets
: Net lending(+)/net borrowing(-).
540 - 499 + 0 + 4 + 25 + I + (_30) *
( - 3 ) - 0 , = 8 8 - 5 0
(20) Net lending(+)/net borrowing(-) + other changes in volume of
financial (external) assets + revaluation of financial (external) assets -
other changes in volume of (external) liabilities - revaluation of
(elQmal)l iabil i t ie.s=changesinnetexternalfinancialposition. 38 +0+ 3-o-7 =A
(21) Net lending(+)/net borrciwing(-) + other changds in volume of
financial (extemal) assets + rcvaluation of financial (extemal) assets -
other changes in volume of (external) liabilitics - rcvaluation of
(extemal) liabilities = Closing financial (extemal) assets - closing
(extemal) liabilities - openingfinancial (extemal) assets + opening 38 + 0 + 3 - 0 - 7 = 3E8 -630-Zg7
(external) | iabilities. + 573
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C. Matrix presentation
13. Aprovisional matrix (table 2.5) is inserted at the back of this
volume. This table demonstrates one way in which the col-
umns for the total economy, goods and services and rest of
the world from table 2.Srintegrated economic accounts, can
be displayed in a matrix.
14. The matrix is considered provisional because improvements
are needed, particularly in the presentation of the accumula-
tion accorurts and balance sheets. The improvements will aim
to make the matrix presentation less complex and easier to re-
late to the accounts in table 2.8.
15. The difficulty is related to the use of the main feature of the
matrix presentation, i.e., that each item which is presented
twice in the accounts of table 2.8-as use and resource, asset
and liability-is only included once in the matrix: at the inter-
section of the column of the account in which it is a use or asset
and the row of the account in which it is a resource or liability,
or vice versia. This feature of the matrix presentation works
well in the case of the current accounts and also for the capitäl
account, as in these accounts there are always counterpart en-
tries in the same or other accounts for each transaction. This is
illustrated in the examples presented below.
1.6. For instance, the goods and services account (row and column l),
includes in its row and column in the same manner as in the ac-
count of table 2.8, the six major aggregates which define the main
national accounts identity between supply and use. At the inter-
section of the column of the goods and services account and the
row of production is recorded output and taxes on production and
imports less subsidies (3,7 37)and in the same column and the row
ofthe external account of goods and services is included the other
element of supply, i.e. imports (499).In the row of the goods and
services accounts are presented the four use categories, i.e., inter-
mediate consutnption (1,883), final consumption (1,399), gross
capital formation (414\ and expoils (540).
17. Similarly the matrix items of the production account (row and
column 2) correspond without any major change to those of
table 2.8. Thus the account includes in the row output and
taxes on production and imports less subsidies (3,737), and in
the column intermediate consumption (1,883) and domestic
product (1,854) which is recorded gross.
18. The next rows and columns (3 to 5) of the current account for
the total econohy, i.e., the primary distribution of incoffi€,
secondary distribution of income and redistribution of income
in kind and use of income accounts of the total economy have
similar links with the items of the accounts in table 2.8 and
may beread in the same manner. As consumption of fixed cap-
ital is presented as a negative item (-222) in the row of the use
of income account and the column of the capital account, all
main aggregates including domestic product, national in-
come,and disposable incorne are recorded gross, except sav-
ing which is recorded net. One should also note that the pri-
mary distribution of income account consolidates the ele-
mentrs of the generation and allocation of prim"ry income
accounts and the secondary distribution of income and redis-
tribution of income in kind ac@unts are combined into one ac-
count. The items of the current accounts for the rest of the
world (rows and columns 13 and 14) correspond without any
major changes to those presented in table 2.8.
19. The matrix presentation works less well for the other changes
in volume of assets accounts and the tevaluation accounts for
which there are no counterpart entries. In order to incorporate
the latter into the matrix presentation, several adjustments
wer€ made that affect all accumulation accounts and balance
Dummy entries wetre introduced which cancel out in
the same account. Furthermore, an additional account for net
worth was incorporated to provide the link between opening
' 
and closing net worth. Finally, 
" 
different link was established
between the rows and columns of the matrix and the two sides
of the accounts in table 2.8. For the accounts starting with the
goods and services account, production account and ending
with the capital and financial accounts, the row items refer to
resources and changes in liabilities and net worth andthe items
in the columns represent uses and changes in assets. On the
other hand, in the accounts covering other changes in assets
and opening balance shents the presentation is reversed, i.e.,
the column items refer to liabilities, net worth and changes
therein, and the row items concern assets and changes in as-
sets; the presentation of the changes in balance sheet and the
closing balance sheet is even more complex. As a conse-
quence of these adjustments the link between the matrix pre-
sentation and the parallel accounts in table 2.8 is less obvious
for the accurnulation accounts and balance sheets.
20. The dummy entries in particular make the reading of the account
mor€ complex. For instance, the financial account of the total
economy include in the row two dummy items, i.e., net acquisi-
tion of financial assets and net acquisition of financial assets by
rest of the world and in the column one dummy item called net
incurrence of liabilities by rest of the world. These dummy items
are presented twice with opposite signs and thus cancel out, and
should be ignored in comparing the rcw and column entries with
the entries in the financial account of table 2.8. Thus, the row of
the financial account of the total ecorromy opens with net lending
of the total economy (38). Other transactions that correspond to
items in the account of table 2.8 are in the ro% transactions in fi-
nancial assets between resident sectors (553) which is at the diag-
onal intersection between now and column of this accourt and net
incurrence of external liabilities (50); and in the column, iri addi-
tion to the diagonal element, net acquisition of external finan-
cial assets (88).
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Table 2.7. Assets and liabilities accounts (example for the total economyl t
59
Opening stocks
Non-financial assets Financial sseM iabil ties
Produced Non-produced Financial
assets assets assets Liabilities
- - - -
6 047 3 875 6 792 6 298
m.l
Capital
account
P.5l Gross fixed capital formation
K.l Consumption of fixed capital (-)
P.52 Changes in inventories
P.53 Acquisitions less disposals of valuables
K.2 Acquisitions less disposals of
non-produced non-financial assets
354
- 222
28
l0
22
0
0
0
til.2
Financial
account
F.l Monetary gold and SDRs
F.2 Currency and deposits
F.3 Securities other than shares
F.4 loans
F.5 Shares and other equity
F.6 Insurance technical rcserves
F.7 Other accounts receivable/payable
- l
l l 9
138
2U
M
42
6l
t32
t23
2t7
43
42
52
I I I .3. I
Other
changes in
volume of
assets
account
K.3 Economic appearance of non-produced assets
K.4 Economic appearance of produced assets
K.5 Natual growth of non-cultivated biological resources
K.6 Economic disappearance of non-produced assets
K.7 Catastrophis losses
K.8 Uncompensated seianres
K.9 Other volume changes in non-financial assets n.e.c.
K. l0 Other volume changes in financial
assets and liabilities n.e.c
K.lz Changes in classification and structure
24
4
- 9
- 2
0
0
0
- 9
0
I
- 2
0
0
3
2
- 2
0
rrr.3.2
Revaluation
account
K.l I Nominal holding gainillosses 2
K.l l.l Neutral holding gains/losses 2
K.l I .2 Real holding gainJlosses 2
t54
78
77
r26
t2l
5
84
r36
-52
76
t26
- 5 0
6 981Closing stocks 6 336 4 068 7 528
I Differences between data on individual items and totals of holding
gains/losses may not be entirely consistent due to rounding enoß.
2 Holding gains/losses, when:
(+) and applied to assets, are gains
(-) and applied to assets, are losses
(+) and applied to liabilities, are losses
(-) and applied to liabilities, are gains.
\
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Tablo 2.8. Integrated economic accounts
Current accounts
Uses
s.1 s .15  S.14 s .13  S .12
Finan-
General cial
govern- c0rp0-
ment rations
- -
s . 1 1
Non-
finan-
cial
c0rpo-
rations
-
8W
854
GodeAccounts
Goods
and
service
Total (res.)
- T
499 499
540
3604 3604
1 883
133 133
1 854
Total
ec0-
nomy NPISHs
- -
540
1 883 9 694
1 854 31 575
House-
holds
-
Rest
of the
world
I
Tnnractions and other flowl,
stockr and balancing itemr
I. Production/
external account
of goods and
SCITrcES 252 29
P.7
P.6
P.1
P.2
D.2L-D.31
B.lglB.ltg
K.1
B.1n/B.1f n
8.11
D.1
D.2-D.3
D.2l-D.31
D.2g-D.39
B.2g
B.3g
B.2i
B.3n
D.4
B.5g
B.5n/8.5*n
zz2
L 632
188
30
158
a
533
73
:
545
51
: :
t67 135
29 2W
Imports of eoods and services
Exinrts.of loods and services
uutDut '
Inteimediate consumption
Taxes less subsidies oir products '
Value added, gross/Crross domestic
product 2
Consumption of fixed capital
Value aäded, net/t[et ddmestic
prduct 2
External balance of gods and serrabes
II.1.1. Generation of
income account
39
2
2
v2
442
60
4gz
140
2
2
46
t6
23
0
0
8
5
6 762
0 191
0 133
0 5 8
459
442
247
432
768
191
133
58
386
356
0 r78
322
1 0
2 7 t
43 tz06
40 tril
t6
27 t4y
24 1392
322
332
269
I 854
L 632
10 r37
63 7t7
222 3
1632 28
-4L
3 5 1
55 258
45 r2r
72
24
29 13
45 10
I
0
0
9
33 186
23 49
33 186
23 49
:
15
3
Compensation of emplovees
Taxe's less subsidies oh froduction
and imports
Taxes less subsidies on products '
Other taxes less subsidiäs on
production
9l"tqting surplus, grossMrxed lncome. gross
Operating surpfus, net
Mixed incomC, net
Property income
Balance of primary incomes,
grossAlatio'nal incöme, gross
Balance of primary incomes,
net/Nationäl incohe, net
Current taxes on income, wealth etc.
Social contributions
Social benefits other than social
transfers in kind
Other current transfers
Disposable income, gross
Diipable incomi,het
Social transfers in kind
Adjusted disposable income, gross
Adjusted dispuable income, net
Disposable income,gross
Dßfuable income,-net
Actual final consumption
Final consumption e-xpenditure
Adiustment för the chanqe in net equiw
of touseholds on pensiot funds ' '
Saving, grgss
öawng, net
Cunent external balance
459
442
247
432
ll.l.2, Allocation of
primary income
account
454
L 883
l 661
63
:
391
1 883
t66l
2r2
:
228
1 854
I 6g2
4l
t & 9
L 367
a
227
6
9
r97 t9
11.2. Secondary
distribution of
income account
2t3 0
289
t4l
2n
t74
tu
D.7
B.6g
B.6t
D.63
B.7g
B.7n
B:3s
P.4
P.3
D.8
B.8g
B.gi
B,L2
10 D.5
D.61
D.62
II.3. Redistribution of
income in kind
account
II.4. Use of income account
228
1 854| 632
322
332
278
1 854
t 632
t6
0
27
24
1 399
1 399
1l.
455
233
-41
L3W| 399
0 1 1
455
233
-41
1243 156
1 015 368
0
242, 1g
ld) -12
11
22 186
t2 49
t fol t[e qluation of ouQ-ut urd the resulting conterntr of the itenrs "tax6 on prodrcts" and "subsidies onproducts", r€fer to chapter VI, paragraphs 6.210 to 6.227.
Z- fo1$e.ptat economy.this iem coire_rponds to gros-r donrcstic product na domestic product respoctivcly. Itrs equal to the value addcd of the institutional cectorc plus taxer orp,roduct less subsidi&.
0verview
Resources
6r
s .11  S .12
Non-
finan- Finan-
cial cial
c0rp0- c0rp0-
rations rations
- T
s .13  S .14  S .15
General
govern- House-
ment holds NPISHS
r T E
40 3ffi4
t33
Goods
and
service
{usesl Total
- -
499
540 540
36M
1 883 1 883
r33
s.1
Total
ec0-
n0my
r
Rest
of the
world
-
499
:
854
| 753 rAZ 440 t269
73 188 575
533717 158
31 L 854
28 L632
-4t
I. Production/
external account
of goods and
senrces
I 854 II.1,.1. Generation of income
account
| 632
258
tzl
86
2W 29
L9
t4 39
10 49
1.91
133
58
46
16
__I41 _n
766
22t t 409
L97 L367
2L3
268
1.08
766
1.91
L33
58
459
442
247
432
L 661
213
322
332
239
454
2
0
0
0
768 II.L.Z. Allocation of primary
19L income account
133
58
459
442
247
432
8
5
55
45
_t_ _M
9 1, 883
y2
442
60
432
150 38
72
1 883 II.2. Secondary distribution ol
income account
1 661
2L3
322
332
278
0
0
0
39
0
332
36
43
40
r206
L 164
228
386
356
186
49
36
33
23
33
23
33
23
1 854
L 632
1 854| 632
L3W
t3w
11
L 399
L3W
t 854
L 632
_n8
1 854
L 632
L 854
L 632
L1
27
24
43
40
L 854
1 632
_228
II.3. Redistribution of income
in kind account
II.4. Use of income account
:
186
49
L 434
L 3v2
L206,
I L64
174
L44
386
356
186
49
L1
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Table 2.8.
Accumulation accounts
Changes in assets
Integrated economic accounts [cont.J
s.1
Goods
and Rest Total
s . 14  S .13  S .12  S .1  1
Non-
Finan- finan-
General cial cial
s .15
Accounts
service ofthe eco- House- govern- corpo- corpo-
Total (res.l world nomy NPISHs holds ment rations rations
- - - - r I I l r - - -
Tranractionr and other floryr,
rtockr and balancing itemrGods
III.1.. Capital account
0 -38 33 4 148 -52 6 -68
huing, net
Curre n t external balance
Gross fixed capital formation
C-onsumption. of fixed 
.capital ( - )
unanges m mventones
Acquisitions less disposals of
valüables
Acquisitions less disposals of
non+roouceo
non-financial assets
C-apital transfers, receivable
Cairitat transfersj payable (-)
Changes in net worth due to sauing
and capital transfets 3 a
Nef lending (+) / net bonowing (-)
Net acquisition of financial assets\
Net inc-urrence of liabilities
Monetary sold and SDRs
Currency ind deposits
Securitids other fhan shares
[,oans
Shares and other equiW
Insurance technicaireierves
Other accounts receirable/payable
K.3-L0 Other volume changes, total
and K.12
K.3 Economic appearance of
nonf,-r$uc^eä assets
K.4 Econömic appearance of produced
assets
K.5 Natural growth of non-cultirated
biological resources
K.6 Econömic disappearance of
non--produced assets
K.l Catas-trophic losses
K.8 Uncompänsated seizures
K.9 Other vblume changes in non-financial
assets n.e.c
376
-222
z8
10
0
B.8n
B.l2
P.51
K.1
P.5Z
P.53
K.2
D.9
D.9
8.10.1
8.9
376
-222
28
10
0 0
t9 6l
-3 -42
0 2
0 5
1 4
37 9 250
-30 -10 -137
0 0 2 6
3 0 2
2 0 - 7
F
F
F.1
F.2
F.3
F.4
F.5
F.6
F.7
: :
181 t20
0
6 8 7
29 26
5 4 5
3 X
x 0
4 0 6
0 0
0 7
-2 L4
0 2 4
0 0
0 0
0 - 1
:
2
0
0
0
0
0
-3
0
1.
0
-2
-2
0
0
0 0
0 0
0 0
0 2
0 0
0 0
0 0
0 0
0 2
0
0
0
0
0
0
0
&l
-1
rtg
138
2U
44
K
6l
ll[.2. Financial account 32
t2
t2
0
0
0
8
50
1
11
5
10
2
0
2l
69L
0
130
t43
254
46
36
82
237 7l
- 1
15 t7
53 18
167 27
3 2
-5
-5
1
0
6
t2
-2
L4
2
III.3.1. Other changes in
volume of assets
account
15
24
3
4
-9
15
24
3
4
-9
0
0
0
0
0
1
0
3
4
-2
-6
8
0
0
-6
0
-3
3
1
M
20
23
2
- 11
0
1
3
0
10
-7
LI
5
-11
0
I
3
0
L0
-7
t7
5
K.10 Other volume changes in financial
assets and liabilities n.e.c
K.lz Changes in classifications and structure
of which:
AI{ Non{inancial assets
AI{.1 Produced assets
AN.z Non-produced assets
AF Financial assets/Liabilities
8.L0.2
K.l1
AI{
AN.1
AI{.2
AF
8.10.3
Changes in net worth due to other
changes in wlume ofassefs
Nominal holding gains/osses t
Non-financial assets
Produced assets
Non-produced assets
Financial assets/Liabilities
IlI.32. Reraluation
account 5 4 t M
2 6 3
2 8 1
5 7 8
0 2 8 0 8 8 0
126 5 35
0 L 5 4 3 4 5
7 8 4 1 t 6
280
126
L54
9L
Changes lo ?g.t worth drl" -tg
f.-j',Ctryge,s in,ngt wo1! due t9 saving and capital hansfers" is not a balancing item, but corresponds to the totalor m€ ngnt-n:md Slde ofthe cspltal account.
1 ^-].Bq:ü n€t worth qf tg saving gnd gaqital transfers' for the rest of the world refers to changes in networth duE to curr€nt external balance and caoital transfers.
5 Differeirces bctween data on individual iiems and totals of hotdiag gainglosres may not be entirely consisErtduc to rormding entors.
0verview
Changes in liabilities and net worür
63
s .1  1  S .12  S.13  S.14  S.15  S.1
Non-
finan- Finan-
cial cial General
corpo- corpo- govern- House-
0 6 2 3
-7 -34 -5
Goods
Total Rest and
eco- of the service
rations rations ment holds NPISHs nomy world (uses) Total Accounts
- - I - - - E - -
49 12 -L2 160 24 233
-41
66 5 -40 L78
-68 6 -52 148
0 6 2 4
-3 -65 -1
2L 230 -38
38 -38
233 III.1. Capital account
-41
376
28
10
0 l[l.2. Financial account
376
28
1.0
33
-16 ffi-66
192
69L
130
L43
254
46
36
82
603
L32
L23
2t7
43
36
52
28
0
0
24
4
0
0
33
0
0
28
L70
2
64
94
0
0
10
232
130
53
0
13
36
0
140
0
6
7L
26
0
37
88
-2
z0
37
3
0
30
0
0
0
0
0
-3 -1. -2
0 7 6
10 288
-2 III.3.1. Other changes in
volume of assets
account
0
0
-4
1.
0
0
-z
0
0
0
-z
0
-2
L7
- 3 2 - 1 0 0 - 2 0
L 7 - 4 2 2 0 L 7 0
0 0
0 0
0
0
0
0
0
0
2
0
0
0
0
- 1
I1I.3.2. Revaluation
account
18
134
5L
10
0
96
7
38
78
2y2
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Table 2.8. Integrated economic accounts [cont.J
Balance sheets
Assets
s . l  s .15  S.14  S.13  S.12  S.11
Goods
and Rest Total
Non-
Finan- finan-
General cial cial
Accounts
service of the eco- House- govern- corpo- corpo- Transactions and other flows,
Total {res.) world nony NPISHS holds ment rations rations Godc üocb rnd bahncing itrrnr
- - E I - r - E - - -
0 9 y22 324 2 gZZ 1 591 lU 5 (Xl AI{ Non-financial assets
6 M7 243 1 698 1 001 104 3 001 AI{.1 Produced assets
0 3 875 81 t t24 590 40 2 W AIY.2 Nonlroduced assets
7 XS 573 6792 L72 1 819 3116 3508 *yl AF Financial asseMiabilities
8.90 Nef worth
Total changes in assets
0 ß2 25 110 56 L 290 AN Non{inancial assets
289 21 61 25 -1 Lg2 AN.1 prodrrced asseb
0 193 4 49 30 2 lß AN2 non-producedassets
ry.1. Opening balance 9 Y22
sheet 6 047
3 875
lV.2. Changes in
balance sheet 5 4U
289
L93
787 57 7n 33 ß9 123 294 81 AF Financial assebniabilities
B.10 Changes in net worth, total
B.l.0.L Saving and capital transferc
8.L0.2 Other changes in wlume ofassefs
8.f03 Nominal holding gains (+/Iwses (-)
IV.3.Closingbalance 10,f04 010,104 Y9 2yl:2 lQ7 145 5331 AN Non-financialassets
sheet' 6336 63% 26 L759 lUZ6 103 3183 At{.l producedassets
4068 0 4068 85 tLl3 62ß 42 2Lß AN2 non-producedasscts
8t52 630 7 5n 205 2Ol8 519 38i.ü2 nB AF Financial asseMiabilities
B.90 Netwwth
6 Differences between data on individual items and totals of holding gain:/oeses 6ay not be entircly consistent due to rounding errors.
Table 2.9. Shortened sequence of accounts for industries
l. Production account
Uses Resources
P.2 Intermediate consumption P.l Output I
B.tg Yalue added, gross
K.l Consumption of fixed capital
B.ln Yalue added, net
I For the valuation of outpu! refer to chapter VI, paragraphs 6.210
to 6.227 "
l l . l . l .  Generat ion of  income account
Uses Resources
D.l Compensation of employees B.l Yalue added 2
D.2 Taxes on production and imports t
D.3 Subsidies (-) '
B.AB3 Operating surplus / mixed income 2
I For the contents of the items "taxes on production and imports and
subsidies", tefer to chapter VI, paragraphs 6^210 to 6.221.
2 The opening and the closing balancing itern of this account ean be
expressed in gross or in net terms.
0verview
Liabilities
65
s .11  S .12  S .13  S .14  S .15  S .1
Non-
finan- Finan- Goods
cial cial General Total Best and
corpo- corpo- govern- House- eco- ofthe service
rations rations ment holds NPISHs nomy world (usesl Total Accounts
- - - - - E - - -
IV.l. Opening balance
sheet
1 817 3 384 687 289 raL 6298 297 6 595
4t2t 268 1 300 4352 375 L0416 276 t06y2
-
155 285 L76 33 28 677 91 767
2t6 10 2 276 31 535 -34 501
ffi 5 -40 t78 2t 230 -38 ryz
t l - 4 2 2 o L t 0 t 7
_ry. _19 _19 e6 l9 2ß 4 2n
L972 3669 863 322 L49 6975 388 7 362
4337 278 L3V2 4 628 406 10 951 242 11 193
1V.2. Changes in
balance sheet 6
IV.3. Closing balance
sheet t
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Tabfe 2.10. Supply and use (reduced formatl
66
Supply of products
0utput in indusries (by lSlC categoriesf
Resources
Total
supply
at
purchasers'
prices
(1)
-
Trade
and
transport
margins(2)
-
Agri-
Taxes culture
less hunting, Mining
subsidies forestry and
on fishing quarrying
products (A+Bl (Cl
(3) (4) (5)
n - -
Manufac-
turing, Construc-
electricity tion
(D+El (Fl(6) V)
Goods and sertices (by CPC sections)
l. Agriculture, forestry and fishery products
2. Ores and minerals
3. Electriciff, gas and water
4. Manufacturing
5. Construction work and construction, land
6. Trade services, restaurant and hotel services
7. Transport, storage and communication services
8. Business services
9. Community, social and pers. sery. excl. public admin.
10. Public administration
I l. Total
(0)
(1 )
(17-18)
(24)
(5)
(6)
(7)
(8)
(e)
(e1)
2
0
5
89
t7
3
5
8
4
0
133
t28 2
103 2
160 0
2 t60 74
262 0
r79 - 68
l l l  -  l 0
590 0
375 0
168 0
4236 0
87
0
0
2
0
0
0
0
0
0
89
0
30
2
2
0
0
0
I
0
0
35
0
0
0
l l
232
I
0
0
0
0
2M
0
l 0
t52
| 666
7
8
0
0
I
0
| 844
Use of products, purchasers' price
Intermediate consumption in industries
(bv lSlC categoriesl
Uses
Total
uses in
purchasers'
prices
(1)
-
4 236
Agri-
Taxes culture
less hunting,
subsidies forestry
on fishing
products (A+Bf
(3) (4)(2)
-
Manufac-
turing, Construc-
electricity tion
(D+El {Fl
(6) C/)
47 t7 | t27 lt4
l 8
t 3
- 2
Mining
and
quarrying
(ct
(5)
Goods and sentices (by CPC sections)
l. Agriculture, forestry and fishery products
2. Ores and minerals
3. Electricif, gs and water
4. Manufacturing
5. Construction work and construction, land
6. Trade services, restaurant and hotel services
7. Transport, storage and cornmunication services
8. Business services
9. Community, social and pers. sery. exc. pub. ad.
10. Public administration
I l. Total uses in purchasers' prices
(0)
(1)
(17-18)
(24)
(5)
(6)
(7)
(8)
(e)
(el)
t28
103
160
2 t60
262
r79
l l l
590
375
168
0
0
I
80
5
I
3
23
I
0
0
3
2
7
2
I
I
I
0
0
-
3
I
2
32
I
2
2
3
I
0
7 l
9 l
96
675
7
34
29
tt7
7
0
7 t7
336
46
46
227
30
78
12. Total gross value added/GDP
13. Compensation of employees
14. Tores less subsidies on production and imports
15. Taxes less subsidies on products
16. Other ta:res less subsidies on production
17. Mixed income, net
18. Operating surplus, net
19. Consumption of fixed capital
133 42
9
133  -2
133
130
58
5
20. Mixed income, gross
21. Operating surplus; gross
- 2
t4
l0
l l
t 7
l 8
5
35
2 l
l l
36
3 l
- 2
0
4
3
0 228
7 r07
292
6
90
22. 89 35 r84/- 2U
23. Labour inputs (hours worlced)
24. Grossfrxed capitalformation
t25. ' Stocks offixed assets
2 058
l l
159
31 982 5 024
tr7 9
r 788 160
Overview
Wholesale,
retailtrade,
repair motor
Financial Education,
interme- health,
diation, personal
vehicles Transport, real estate, services, Total
and hshld storage, other pub. admin. industry,
goods, hotels, and com- business and in lmports of
restaurants munication services defense basic goods and(G+Hl (ll (J+Kl (M+N+O+P+LI prices services(8) (e) (10) (1 1) (12) (1 3) (14)
- - - - - - -
0
I
0
t 6
0
149
2 l
2
2
0
l9l 100 478
0 8 7
0 4 1
0 t54
2  r 7 t 4
0 244
0 165
0 9 6
98 569
355 366
168 168
623 3 604
0 0
0 0
0 0
8 7
5 0
7 0
7 5 0
3 465
2 6
0 0
37
60
I
283
I
79
2A
t 3
5
0
499
67
\ffholesale,
retailtrade,
repair motor
vehicles Transport,
and hshld storage,
goods, hotels, and com-
restaurants munication
{G+H)
Financial Education,
interme- health,
diation, personal
real estate, services,
other pub. admin.
business and
services defense
5
I
4
45
3
4
5
54
l l
0
t32
Exports of
Total goods and
7
6
I
422
6
67
l9
8
4
0
Total
Final consumption expenditure Gross capital formation
Gross Changes Net
fixed in purchases
NPISHs Genetal gouernment capital inven- of
valuables
(20)
(l) (J+Kl (M+N+O+P+L! industry sconomy servic$ Households individual individual collestive formation toriss(8) (e) 00) (11) (12t (13) (14) (14!- 05) (16) (n (r8) (1e)
- - - - - E - - - - - E -
3
0
5
36
2
9
l 9
25
I
0
100
I
0
3
2 l
I
6
t 2
l 5
I
0
60
40
l 6
- 6
- 6
3
t 2
l 5
7
23
5
0
1 0
96
t 9
4
7
7 l
73
t
5
t 8
47
35
88
96
t23
992
40
6 l
78
309
95
I
58
432
247
222
t 6 r56
2
0
0
3
0
0
0
0
204
3
2t2
2
l 6 l
190
23
0
376
28
2
36
567
3
5 l
t 4
250
58
6
540 I 015286 l 883
337 | 721
232 762
5 5 8
l 0
I
- l
0
5
23
0
0
0
0
0
28
0 0
0 0
0 0
0 0
0 0
0 0
0 0
0 0
1 4 0
2 156
l 0
9 l
44
0
0
36
- 4
l 5
36
il
346
54
t 2
t 2
99
t27
54
99
1 8 1
I 854
762
l9 l
133
58
432
247
222
442
459
l 9 l 100 478 623 3 604
7 078 2 032 3 700
39 t44
19 442
8 l 459
17 203 69 369
30 376
4s6 5 783
20
298 572 2260
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Trblo 211. Financial transactions between creditor and debtor sectors (reduced formatl
By type of financial instrument
68
F F.l F.2 F.3 F .4 F.5 F.6 F .7
Monetary Securities Shares Other
gold Currency oüer
and and than
and Insurance accounts
other technical receivable/
Debtor sector Creditor sector
S.l I Non-financial S.l I Non-financial corporations
corporations S.l2 Financial corporations
S. I 3 General government
S. l4 Households
S. l5 NPISHs
S.2 Rest of the world
Toul SDRs deposits shares Loans equity reserves payable
- - - - - - - -
Assets of creditor sectors and liabilities of debtor sectors
s.12 Financial s.l l Non-financial corporations
corporations S. 12 Financial corporations
S. I 3 General government
S.l4 Households
S. l5 NPISHs
S.2 Rest of the world
s.l3 General s.l I Non-financial corporations
government S. 12 Financial corporations
S. I 3 General government
S. l4 Households
S. l5 NPISHs
S.2 Rest of the world
S.l4 Households s.l I Non-financial corporations
S. 12 Financial corporations
S. I 3 General government
S. l4 Households
S. l5 NPISHs
S.2 Rest of the world
S.l5 Non-profit institutions S.l I Non-financial corporations
serving households S.l2 Financial corporations
S. I 3 General government
S.l4 Households
S. l5 NPISHs
S.2 Rest of the world
s.2 Rest of the S.1l Non-financial corporations
world S. 12 Financial corporations
S. I 3 General government
S. l4 Households
S. l5 NPISHs
S.2 Rest of the world
ti.Oilitir*t OrUtor mrtoo
S.tl Non-financial All creditor secton 140 0 6 71 26 0 37
corporations
S.l2 Financial 23t 130 53 0 13 42 0
corporations
S . l 3 G e n e r a l l 7 0 2 A 9 4 0 0 l 0
govemment
S.l4 Households 33 0 0 28 5
S . I S N P I S H s 2 8 0 0 2 4 4 0 0
s.2 Rest of the gg -2 20 37 3 0 30
world
Asseb of creditor sectors
Alldebtorsecton S.ll Non-financialcorpor*ione 7l 17 lE 27 2 0 7
S.l2 Financial corporations 237 - I 15 53 167 3 0 0
S.l3 Genenl govemment 120 0 7 26 45 36 0 6
S.l4 Households 187 6E 29 5 3 42 40
S.l5 NPISHs 32 12 12 0 0 0 E
S.2 Rest of the world 50 | I | 5 l0 2 0 2l
0veMew
Tabls 2.12 Integrated balance sheets and accumulation accounts (example forthe total economy| r
69
Assets,
liabilities
and net worth
fv.l llt.1t2 ilt.3.1 ilt.3.2
Revaluation account
0ther 111.3.2.1
Capital changes in Nominal
Opening and volume of holding
balance financial assets gains/
sheet accounts account losses 2
tv.3
111.3.2.2 ilt.3.2.3
Neutral Real
holding holding Closing
gains/ gains/ balance
lossesz losses2 sheet
Assets
AN Non-financial assets
AN.l Produced assets
AN.l I Fixed assets
AN.l I I Tangible fixed assets
AN.l l l l  Dwell ings
AN.lll2 Other buildings and structures
AN.l I l3 Machinery and equipment
AN.l I 14 Cultivated assets
AN. I 12 Intangible fixed assets
AN.ll2l Mineral exploration
AN.llz2 Computer software
AN.ll23 Entertainment, literary or artistic originals
AN.ll29 Other intangible fixed assets
AN.l2 Inventories
AN.l3 Valuables
AN.2 Non-produced assets
AN.2l Tangible non-produced assets
AN.2l I Land
AN.2l2 Subsoil assets
AN.2l3 Non-cultivated biological resources
AN.2l4 Water resources
4N.22 Intangible non-produced assets
9 922
6 047
5 544
t92
t70
t32
28
I O
22
22
603
t32
r23
2t7
43
36
52
l 0
- 7
- 4
- l
- 2
t7
t7
280
r26
I i l
7
8
t54
t52
198
l2l
l l l
5
5
78
76
8 l
5
0
l0 404
6 336
5 783
23r
272
3 87s
3 809
66
3 265
2 288
77 4 068
76 4 000
68
AF
AF.I
AF.2
AF.3
AF.4
AF.5
AF.6
AF.7
6 792
770
482
263
384
296
370
227
298
471
3 l l
437
406
371
302
0
641
- l
l l 9
138
244
44
36
6 l
Financial assets
Monetary gold and SDRs
Currency and deposits
Securities other than shares
Loans
Shares and other equity
Insurance technical reserves
Other accounts receivable
5
7
0
0
- 4
0
2
0
- 2
0
0
- 4
0
2
0
84
t2
0
40
0
3 l
0
0
76
0
42
0
34
0
0
136
t 5
30
25
28
26
7
5
t26
29
26
29
28
7
6
- 5 0
-29
l 6
-29
6
- 7
- 6
975
603
476
650
483
409
354
-52 7 522
-3  788
-30 l  60r
15  rß l
-28 | 624
5 r37r
-7 408
-5  288
AF
AF.2
AF.3
AF.4
AF.5
AF.6
AF.7
Liabilities
Currency and deposits
Securities other than shares
Loans
Shares and other equity
Insurance üechnical reserves
Other accounts payable
B.90 Net worth l 0  416 230 t 7 288 208 80 l0  951
I Differences between data on individual items and üotals of holding
gains/losses may not be entirely consistent due to rounding erronr
2 Holding gainVlosses, when:
(+) and applied to assets, are gains
(-) and applied to assets, are losses
(+) and applied to liabilities, are losses
(*) and applied to liabilites, atre gains.

lll. Flows, stocks and accounting rules
A. Introduction
3. 1. This chapter deals with the basic naturc of the entries in the ac-
counts and tables of the System. First, it defines the nature of
flows and stoclcs. These are the two basic forms in which in-
formation about the economy can be recorded in a system of
national accounts, flows referring to actions and effects of
events that take place within a period of time and stocks refer-
ring to a position at a point of time. Secondly, it explains the
rules of accounting that underlie the recording of flows and
stoclcs. The discussion in this chapter is a general one; defini-
tions of specific flows and stocks and specific applications of
the accounting rules appear in later chapters.
3.2. TWo general characteristics of the entries in the accounts
should be emphasized. The first characteristic is that the
stocks and flows are exhaustive within the boundaries de-
fined; every flow and every stock must be reflected in the ac-
counts. The second characteristic is the rigorousness that
arises because the System is integrated and consistent. The
same concepts, definitions and classifications of flows and
stocks are applied to all accounts, and each flow or stock is re-
corded consistently for the parties involved.
3.3. To help ensure consistency, the System applies rules with re-
spect to valuation, timing and grouping of flows and stocks in
implementing the quadruple entry principle, described in the
two previous chaptere. These rules, which are explained in
more detail later in this chapter, are surrunarized below to pro-
vide a context for the discussion of the nature of flows and
stocks, which follows immediately:
(a) Flows and stock must be recorded consistently with re-
spect to their valuation. Entries are at current value on
B. Stocks and flows
3.5. The System's accounts and tables contain information relating
to the economic actions and the effects of events that take
place within a given period of time and information relating to
a position in assets and liabilities at the beginning and end of
that perid, The entries in the accounts and tables relating to
actions and effects of events within a given period of time are
flows and balancing items derived from them. The entries in
the accounts and tables relating to assets and liabilities at a
the market-that is, the amount agreed upon by two par-
ties-or at its closest equivalent. The value on the mar-
ket may need to be adjusted to the coverage of the flow
or stock as defined in the System and expressed appro-
priately given the nature of the flow or stock with respect
to taxes and subsidies on products, transport costs and
trade margins;
(b) Flows and stocks must be recorded consistently with re-
spect to timing. Flows are recorded at the moment of ac-
crual within the accounting period-that is, the moment
economic value is created, transformed, exchanged,
transferred or extinguished. Stocks are recorded at the
moment to which the account relates, typically the be-
ginning or end of the accounting period;
(c) Individual flow and stock entries must tre recorded con-
sistently with respect to their classification, at a mini-
mum, according to categories in the classifications of
transactions, other flows and assets and according to the
categories in the classification of transactors as
(sub)sectors or industries. Depending on the character
of the entr/, a distinction should be made between re-
sources and uses or between assets and liabilities. In the
process of grouping, netting is implicit forseveral items,
but consolidation is not advised.
3.4. It should be noted that as a result of the application of these
rules throughout the System, flows and stocks are completely
integrated-that is, changes in stocks can be fully explained
by recorded flows.
given point of time are stocks and balancing items derived
from thenr.
3.6. Stocks appear in the balance sheets and related tables (and, for
certain stocks, with the use table in an input-output context).
Flows appear in all the other accounts and tables of the Syr-
tem. The flow accounts in the full sequence of accounts for in-
stitutional sectors consist of the current accounts, which deal
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with production, income and use of income, ild the accumu-
lation accounts, which show all changes between two balance
sheets.
3.7. The flows and stocks are groupd according to the System's
hierarchical classifications, shown in an annex at the end ofthe
manual. The classification of transactions and other flows has
forn headings at the highest level, according to the nature of
the flows. The classification of stocks in the balance sheets is
by type of asset (liabilities being viewed as negative assets).
3.8. The flows and stocks arc entered in the accounts of the insti-
C. Flows
3.9. Economic flows reflect the creation, transformation, ex-
change, transferor extinction of economic value; they involve
changes in the volume, composition, or value of an institu-
tional unit's assets and liabilities. Minoring the diversity of
the econohy, economic flows have specific natures as wages,
taxes, interest, capital flows, etc., that record the ways in
which a unit's assets and liabilities are changed.
3.10. All entries in the accounts have to be measured in terms of
money, and therefore the elements from which the entries are
built up must be measured in terms of money. In some cases,
the amounts entered are the actual payments that form part of
flows that involve money; in other cases the amounts entered
arc estimated by reference to actual monetary values.
3.1l. Economic flows are of two kinds. Most flows are transactions.
Flows included in the System that do not meet the character-
istics of transactions as described below arc called "other
flows". Transactions appear in all of the accounts and tables in
which flows appear except two; other flows appear only in
these two. The two are accumulation accounts, the other
changes in the volume of assets account and the revaluation
account. More meaning can be given to the definition of flows
by dascribing the two kinds.
l. Transactions
3.12. A transaction is an economic flow that is an interaction be-
tween institutional units by mutuat agreement or an action
within an institutional unit that it is analytically useful to trcat
like a transaction, often because the unit is operating in two
different capacities.
3.13. Institutional units, referred to in the definition, arc the funda-
mental economic units of the System (see chapter IV). The fol-
lowing are the main attributes of institutional units that are
relevant to their engaging in transactions:
(a) Th"y are entitled to own goods or assets in their own
right, and therefore are able to exchange them;
(b) They are able to take economic decisions and engage in
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tutional units involved and, accordingly, in the accounts of the
sectors into which the institutional units arc group"d. In gen-
eral, flows and stocks arc entered in the accounts of the insti-
tutional units that own or owned the goods and assets
involved in the accounts of units that deliver or take delivery
of servises, or in the accounts of units that provide labour and
capital or use them in production. Flows relevant to establish-
ments arc entered in the accounts of the establishments in-
volved ild, accordingly, in the accounts of the industries into
which establishments arc group"d.
e'conomic activities for which they are held to be directly
rcsponsible and accountable at law;
(c) Th"y are able to incur liabilities on their own behalf, to
take on other obligations or future commitments and to
enter into contracts.
3.14. The definition of a transaction stipulates that an interaction be-
tween institutional units b" by mutual agreement. When a
transaction is undertaken by mutual agreement, the prior
knowledge and consent of the institutional units is implied.
This does not mean, however, that both units nesessarily enter
a transaction voluntarily, because some transactions are im-
posed by force of law, such as payments of taxes or other com-
pulsory transfers. Although individual institutional units are
not free to fix the amounts of taxes they pay, there is neverthe-
less collective recognition and acceptance by the community
of the obligation to pay taxes. Thus, payments of taxes are con-
sidered transactions despite being compulsory.
3.15. Transactions take so many different forms that, even with
these explanations, any general definition is inevitably rather
imprecise. To give more precision, the various kinds of trans-
actions have to be systematically described and classified. A
first distinction is between monetary and non-monetary trans-
actions. Other distinctions, such as between transactions with
and without counterparts, are drawn within each ofthese kinds
of transactions. Frequently the individual, identifiable trans-
actions of everyday economic life are simply grouped together
in the accounts; sometimes they are suMivided and rear-
ranged in order to form the transaction categories of the Sys-
tem.
Monetary transactions
3.16. A monetary transaction is one in which one institutional unit
makes a payment (receives a payment) or incurs a liability (re-
ceives an asset) stated in units of currcncy. In the System, all
flows are r@orded in monetary terms, but the distinguishing
characteristic of a mon etary transaction is that the parties to the
transaction express their agreement in monetary terms. For ex-
ample, a good is purchase{sold at a given number of units of
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crurency per unit of the good, or labour is hircd/provided at a
given number of units of currency per horn or day.
3.17. All monetary transactions are interactions between institu-
tional units; that is, all monetary transactiorrs arc two-party
transactions. The following is a list of common monetary
transactions:
Expenditure on consumption of goods and sewices
Acquisition of a security
Wages and salaries
Interest, dividends and rcnt
Thxes
Social assistance benefits in cash.
Tlansactions with and without counterparts
3.18. The expenditurc on consumption of goods and services, the
acquisition of a security, the wages and salaries, and the inter-
est, dividends, and rent are two-party transactions in which
one party provides a good, serice, labour or asset to the other
and receives a counterpart in return. This kind of transaction
is sometimes called a "something for something" transaction
or a transaction with a quid pro quo. Exchanges consist of such
transactions.
3.19. Thxes and social assistance benefits are exarnples of two-party
transactions in which one party provides a good, service or
asset to the other but does not receive a counterpart in return.
This kind of transaction, sometimes called a "something for
nothing" transaction or a transaction without a quid pro quo,
is called a transfer in the System.
3.20. The scope of the counterparts mentioned in describing ex-
changes and transfers does not coverentitlement to contingent
benefig or collective services. Such benefits are generally un-
certain or not quantifiable, or both. Moreover, the amount of
benefit that may eventually be received by an individual unit
is not proportional to the amount of the previous payment and
may be very much greaterorsmallerthan the latter. Thus, pay-
ments such as a social insurance contribution or a nonlife in-
surance premium may entitle the unit making the payment to
some contingent future benefits, and a household paying taxes
may be able to consume certain collective services provided
by government units, but these payments are regarded as
transfers rather than exchanges.
3.2L Transfers may be either monetary or non-monetary (see the
discussion below of non-monetary transfers). When transfers
that are otherwise the same may be either monetary or non-
monetary, as is true for social assistance benefits mentioned as
an example, the two kinds are distinguished by calling the for-
mer a transfer in cash and the latter a transfer in kiild. Actually,
"in cash" is not fully descriptive because these transfers may
provide either cunency or a transferable deposit.
3.22. Another distinction is made within transfers-a distinction
between current and capital. A capital transfer is one in which
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the ownership of an asset is transfened or which obliges one
or both parties to acquire, or dispose of, an asset. Capital trans-
fers, which may be either in cash or in kind, redistribute saving
or wealth. They include, for example, capital taxes and invest-
ment grants. Other transfers are described as crurent. Curre,nt
transfers, which also may be either in cash or in kind, redistrib-
ute income. They include, for example, taxes on income and
social benefits.
karrange ments of transactiotts
3.23. Monetary transactions may not always be recorded in the ac-
counts in the same way as they appearto the institutional units
involved. The values of these actual, or observed, transactions
arc already avai$sble in the accounts of the units concerned,
but the System rearanges certain transactions to bring out the
underlying economic relationships morc clearly. The three
kinds of rearrangements affect the channels in which the trans-
actions are seen as taking place, the number of transactions
that are seen as taking place, or the units that are seen as being
involved. The three sections below illustrate the main charac-
teristics of these reanangements and the kind of analytical
purpose they serve.
Re routing transactions
3.24. Rerouting records a transaction as taking place in channels
that differ from the actual ones or as taking place in an eco-
nomic sense when it actually does not. In the first kind of re-
routing, a direct transaction between unit A and unit C is
recorded as taking place indirectly through a third unit B, usu-
ally, however, with some change in the transaction category.
3.25. The recording of the payment of social security contributions
is an example of the first kind of rerouting. Employ@s'social
security contributions are recorded in the System as paid by
employees out of their wages and salaries, while employers'
social security contributions are recorded as constituting a part
of compensation of employees. However, neither the
employees' nor the employers' contributions are usually paid
out to employees. Instead, they are paid directly by employers
to social security funds. This arrangement is administratively
convenient and efficient. However, as social security contri-
butions are actually payable out of compensation of employ-
ees, they are shown as such in the accounts. Social security
contributions are thus recorded strictly according to the gen-
eral principles governing the recording of transactions in the
System to bring out the economic substance behind arange-
ments adopted for administrative convenience. As a result of
the rerouting, employer's social contributions are included as
a part of labour cost.
3.26. An example of the second kind of rerouting is provided by
the treatment of the retained earnings of foreign direct in-
vestment enterprises. The retention of some or all of the
earnings of a foreign direct investment enterprise within
that enterprise can be regarded as a deliberate investment
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decision by the foreign ownels. Accordingly, the retained
earnings are rerouted in the System by showing them as
first remitted to the foreign owners as property income
and then reinvested in the equity of the direct investment
enterprise.
3.27 . Similarly, the property income earned on the nserves of cer-
tain life insurance funds is deemed to be paid out to policy-
holders and then paid back again as premium supplements
even though in actuality the property income is retained by the
insurance enterprises. As a result, the saving of persons or
households includes the amount of the rerouted property
income while the saving of insurance enterprises does not.
This alternative picture of saving is indeed the purpose of
the rerouting.
Panilioning transactions
3.28. Partitioning records a transaction that is a single transaction
from the perspective of the parties involved as two ormore dif-
ferently classified transactions. For example, the rcntal actu-
ally paid by the lessee under a financial lease is not recorded
as a payment for a service; instead, it is partitioned into two
transactions, a repayment of principal and a payment of inter-
est. This partitioning of the rental payment is part of a treat-
ment that implements an economic view of financial leasing
in the System. Financial leasing is viewed as a method of fi-
nancing the purchase of capital equipment, and a financial
lease is shown in the System as a loan from the lessor to the
lessee.
3.29. Another example is the treatment of certain financial services.
For example, the System recommends partitioning interest
payable and receivable by financial intermediaries into two
components whenever possible. One component represents
the System's notion of interest while the remainder rcpresents
the purchase of intermediation services for which the interme-
diaries do not charge explicitly. This partitioning to make the
service item explicit affects intermediate and final consump-
tion of particular industries and institutional sectors-indeed,
that is a purpose of the reclassification-and also affects gross
domestic product. However, the saving of all the units con-
cerned, including the financial intermediaries themselves, is
not affected.
3.30. The System's recording of transactions for wholesalers and
retailers does not mirror the way in which those involved
view them. The purchases of goods for rcsale by wholesal-
ers and retailers are not recorded explicitly, and they arc
viewed as selling, not the goods, but the services of storing
and displaying a selection of goods in convenient locations
and making them easily available for customers. This par-
titioning implements the System's measurc of output for
traders, which is by the value of the margins on goods they
purchase for resale.
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Recognizing the principal Wrty to a transaction
3.31. When a unit carries out a hansaction on behalf of another unit,
the transaction is recorded exclusively in the accounts of the
principal. Some service output may be reco gnizedwith the in-
termediary. As a nrle one should not go beyond this principle
and try, for instance, to allocate taxe.s or subsidies to ultimate
payers or ultimate beneficiaries underthe adoption of assump-
tions.
3.32. For example, purchases a commercial agent makes under the
orders of, and at the expense of, another party are directly at-
tributed to the latter. The accounts of the agent only show the
fee charged to the principal for intermediation services ren-
dercd.
3.33. A sccond examplc is the collection of taxes and the payment
of subsidies, social benefits, etc., by one government unit on
behalf of another. A central government man for example,
serve as an intermediary for local governments in collecting
taxes. Then, if the central govemment lacks discretion about
the amount of collection ordistribution of therelevantmonies,
the transactions are recorded directly in the accounts of the
local government. In general, täx revenues will be allocated
directly to the non-collecting govemment when (a) it has full
or partiat authority over the setting of the tax, or O) it receives
automatically under the provisions of tax law a given percent-
age of the tax collected or arising in its territory.
Non-monetary tra nsactions
3.34. Non-monetary transactions are transactions that are not ini-
tially stated in units of currency. The entries in the System
therefore represent values that are indirectly measured or oth-
erwise estimated. In some cases, the transaction may be an ac-
tual one, and a value has to be estimated to record it in the
accounts. Barter is an obvious example. In other cases, the en-
tirc transaction must be constructed and then a value estimated
for it. Consumption of fixed capital is an example. (In the past,
the estimation of a value has sometimes been called imputa-
tion, but it is preferable to reserve that term for the kind of sit-
uation that involves not only estimating a value but also
constructing a transaction.)
3.35. The amounts of money associated with non-monetary trans-
actions arc entries whose economic significance is different
from cash payments as they do not rcpresent freely disposable
sums of money. The various methods of valuation to be em-
ployed for non-monetary transactions are dealt with in the
general section on valuation.
3.36. Non-monetary transactions can be either two-party transac-
tions or actions within an institutional unit. The two-party
transactions consist of barter, remuneration in kind, payments
in kind other than compensation in kind and transfers in kind.
These two-party trransactions will be discussed first, followed
by a discussion of internal transactions.
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funer rransactiotts
3.37 . Bartertransactions involvetwo prties, with one party provid-
ing a good, service or asset otherthan cash to the other in rcturn
for a good, service or asset other than cash. As mentioned
above, barter is an example of an actual transaction for which
a value must be estimated. Barter hansactions in which goods
are traded for goods have always been important. The barter
of goods may be systematically organised on proper markets
or, in some countries, häy occru only sporadically on a small
scale. Barter between nations-thus involving exports and
imports-also @curs.
fumuneration in kind
3.38. Remuneration in kind occurc when an employee accepts pay-
ment in the form of goods and services instead of money. This
practice is extensive in most economies for nsasons ranging
from the desire of employers to find captive markets for part
of their output, to tax avoidance or evasion. There are various
forms, and the following list includes some of the most com-
rnon types of goods and services provided without charge, or
at reduced pricas, by employers to their employees:
Meals and drinks
Housing services or accommodation of a type that can
nffijili:äJrers orthehousehord to which t e
ffi#::- 
of vehicles provided forthe personal use of
Goods and services produced as outputs from the
:ältrx*::: 
Processes of production' such as free
Also, some employees may be willing, or obliged, to accept
Part of their compensation in the form of financial or other
assets.
Payments in kind other than renruneration in kind
3.39. Payments in kind other than remuneration in kind occur when
any of a wide variety of payments are made in the form of
goods and services rather than money. For example, a doctor
may accept payment in wine instead of money. Or, instead of
paying rent or rentals in money, the user of land or fixed cap-
ital, respectively, may pay the owner in goods or services. In
agriculture, for example, the "rent" may be paid by handing
over part of the crops produced to the landlord-i.e., share
cropping. Täx payments, too, may be paid in kind; for exam-
ple, inheritance taxes may be paid by making donations of
paintings or other valuables.
Transfers in kind
3.40. Transfers in kind also are two-party transactions, but-in con-
trast to those just mentioned-one party provides a good, ser-
vice or asset other than cash to the other without receiving a
counterpart in return. Parallel to transfers in cash, these are
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called sometimes 'something for nothing" üansactions or
transactions without a quid pßo guo.
3.4L The System records a variety of transfers in ldnd, including
govemment international cooperation, gifts, charitable contri-
butions and social transfers in kind. The last consist of social
security and social assistance benefits in kind together with
goods and services provided to individual households outside
any social insurance scheme by non-market @ucers owned
by government units or non-profit institutions (NPIs). Crov-
emment international cooperation, gifts, and charitable con-
tributions arc often made in kind for convenience, efficiency,
or tax PurPoses. For example, international aid after a natural
disaster may be more effective and delivered faster if made di-
rectly in the form of medicine, food, and shelter instead of
money. Charitable contributions in kind sometimes avoid
taxes that would be due if the item in question werc sold and
the money given to the charity.
3.42. For various reasons, many social security and social assis-
tance benefits are provided in kind rather than in cash. Rather
than provide a specified amount of money to be used to pur-
chase medical and educational services, the services are often
provided in kind to make sure that the need for the services is
met. Sometimes the recipient purchases the service and is re-
imbursed by the insurance or assistance scheme. Such a trans-
action is still treated as being in kind because the recipient is
merely acting as the agent of the insurance scheme. Social
transfers in kind, other than social security or social assistance
benefits, consist mostly of education, health, housing and
other services provided to individual households by non-mar-
ket producers owned by government units or NPIs.
3.43. Social transfers in kind involve two sets of transactions. The
expenditurqs on the final consumption goods and services
provided as social transfers in kind are recorded as being in-
curred by the government units (including social serurity
schemes) or NPIs that incur the costs. These may be either
monetary or non-monetary transactions depending upon
whether the goods or services are purchased from market pro-
ducers or produced by non-market producers owned by the
govemment units or NPIs. The social transfers in kind, as
such, are then recorded as a set of non-monetary transactions
between the government units or the NPIs and the households
who actually consume the goods or servics, the goods and
services being valued by the expenditures already incurred on
them. The value of these goods and services is then added to
the final consumption expenditures of households to obtain
their actual consumption.
Internal transactions
3.44. The System treats as transactions certain kinds of actions
within a unit to give a more analytically useful picture of final
uses of output and of production. These transactions that in-
volve only one unit are called internal, or intra-unit, transac-
tions.
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3.45. Many institutional units-households, NPIs serving house-
holds (NPISIIS) and general govemment-operate as produc-
ers and as consumers. When an institutional unit engages in
both poduction and final consumption, it may choose to con-
sume some or all of the output it has produced itself. In such a
case, no transaction takes place between institutional units,
but it is useful to construct a transaction and estimate its value
to record such output and consumption in the accounts.
3.46. For households, the principle in the System is that all goods
produced by perrons that arc subsequently used by the same
persons, or members of the same households, for purposes of
final consumption are to be included in output in a manner
analogous to that for goods sold on the market. this means that
transactions are assumed in which the penons responsible for
the production of the goods are deemed to deliverthe goods to
themselves, or members of their own households, and then
values have to be associated with them in order to enter them
in the accounts.
3.47 . Establishments owned by governments oTNPISFIs commonly
provide education, health, or other kinds of services to indi-
vidual households without charge or at prices that are not eco-
nomically significant. The costs of providing these services
are incurred by the govemments orNPISHs, and the values are
recorded as internal transactions: that is, as final expenditurqs
by governments or NPISHs on outputs produced by establish-
ments they own themselves. (As already explained, the acqui-
sition of these services by households is recorded separately
under social transfers in kind, another form of non-monetary
transactions that take place between the government units or
NPISHs and the households in question.)
3.48. The System recognizes several other transactions within en-
terprises to give a fuller view of production. For example,
when enterprises produce fixed assets for their own use, the
System records deliveries by the enterprises to themselves as
the subsequent useß. Also, when enterprises use fixed as-
sets-whether own-account or purchased-during produc-
tion, the System charges the decline in the value of the asset
during the period of production as a cost.
3,49. Further, when a single enterprise consists of two or morc es-
tablishments, the System records transactions when goods or
serviees produced in one establishment are delivered to an-
other establishment belonging to the same enterprise for use
as intermediate consumption. (On the otherhand, when goods
or setvices produced within a single establishment are fed
back into intermediate consumption within the same estab-
lishment, no intra-unit transactions arc recorded.)
Externalities and illegal actions
3.50. The above sections described the kinds of actions that are con-
sidered transactions in the System. This section focuses on ex-
ternalities and illegal actions, explaining why externalities are
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not considered transactions and distinguishing among kinds
of illegal actions that are and arc not considered transactions.
Externalities
3.51. Certain economic actions carried out by institutional units
cause changes in the condition or circumstances of other units
without their consent. firese arc externalities: th"y can be re-
garded as unsolicited services, or disservices, delivered with-
out the agreement of the units affected. It is an uncooperative
action, usually with undesirable consequences, which is the
antithesis of a market transaction. Atypical example is the pol-
lution by 
" 
producer of air or water used by other units for pur-
poses of production or consumption. If the producer is
allowed to pollute without charge or risk of being penalized,
the private costs of production of the polluter will be less than
the social costs to the commtmity.
3.52. It is necessary to consider, however, whether values should be
assigned to such externalities. Economic accounts have to
measure economic functions such as production or consump-
tion in the context of a particular legal and socio-economic
system within which relative prices and costs are determined.
Some countries, at least at certain points in their history, may
choose to frame their laws so that some producens are permit-
ted to reduce their private costs by polluting with impunity.
This may be done deliberately to promote rapid industrializa-
tion, for example. The wisdom of such a policy may be highly
questionable, especially in the long ilD, but it does not follow
that it is appropriate or analytically useful for economic ac-
counts to try to correct for presumed institutional faihnes of
this kind by attributing costs to producets that society does not
choose to recognize.
3.53. Further, there would be considerable technical difficulties in-
volved in trying to associate economically meaningful values
with externalities when they are intrinsically non-market phe-
nomena. As externalities are not market transactions into
which institutional units enter of their own accord, there is no
mechanism to ensure that the positive or negative values at-
tached to externalities by the various parties involved would
be mutually consistent. Moreover, accounts including values
for externalities could not be interpreted as representing equi-
librium, or economically sustainable, situations. If such val-
ues were to be replaced by actual payments the economic
behaviour of the units involved would change, perhaPs con-
siderably. For example, the whole purpose of trying to inter-
nalize some externalities by imposing taxes or other charges
on the discharge of pollutants is to bring about a change in pro-
duction methods to reduce pollution. A complete accounting
for externalities also would be extremely complex as it is not
sufficient merely to introduce costs into the accounts of the
producers. It also would be necessary to introduce various
other adjustments of questionable economic significance to
balance the accounts.
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Illegal actions
3.54. Illegal actions that fit the characteristics of transactions-no-
tably the characteristic that therc is mutual agreement between
the parties-are trcated the same way as legal actions" The
production or consumption of certain goods or servic6, such
as narcotics, may be illegal but market transactions in such
goods and services have to be recorded in the accounts. If ex-
penditures on illegal goods or services by households were to
be ignored on grounds of principle, household saving would
be overestimated and households presumed to obtain assets
that they do not in fact acquire. Clearly, the accounts as a
whole are liable to be seriously distorted if monetary transac-
tions that in fact take place arc excluded. Of course, it may be
difficult, oreven impossible, to obtain data about illegal trans-
actions, but in principle they should be included in the ac-
counts if only to reduce error in other items, including
balancing items.
3"55. However, many illegal actions are crimes against persons or
property that in no sense can be construed as transactions. For
example, theft can scarcely be described as an action into
which two units enter by mutual agreement. Conceptually,
theft or violence is an extreme form of externality in which
damage is inflicted on another institutional unit deliberately
and not merely accidentally or casually. Thus, thefts of goods
from households, for example, are not treated as transactions
and estimated values are not recorded for them under house*
hold expenditures.
3.56' If thefts, or acts of viole.nce (including war), involve signifi-
cant redistributions, or destructions, of assets, it is ne.cessary
to take them into account. As explained below, they are treated
as other flows, not as transactions. l,ess significant redistrjbu-
tions, such as shoplifting, may be included in change of inven-
tories and therefore need not be recorded separately.
2. 0ther flows
3.57 " Other flows are changes in the value of assets and liabilities
that do not take place in transactions. Although these entries,
which are all in the other changes in the volume of assets ac*
count and the revaluation account (which make up the other
changes in assets accounts), do share the characterjstic that
they record changes that are not the result of transactions, they
cover very different kinds of changes in assets and liabilities.
The first kind consists of changas due to factors such as dis-
coveries or depletion of subsoil resources, destruction by war
or other political events or destruction by natural catastrophes,
all of which actually change the volume of assets. The second
kind consists of changes in the value of assets, liabilities, and
net worth due to changes in the level and structure of prices,
which are reflected in holding gains and losses,
Other changes in the volume of assets
3.58" Other changes in the volume of assets fall into three main cat-
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egoriw. The rcasnn that these flows are not transactions is
linked to their not meeting one or morc of the characteristics
of transactions-for example, the institutional units involved
may not be acting by mutual agreement, s with an uncompen-
sated seizurc of assets.
3"59. The first category relates to entrances and exits of assets and
liabilities to or from the System in the normal courEe of events
other than by hansactions. Some of these may rclate to natu-
rally occurring assets, such as subsoil assets, so that the en-
trances and exits come about as interactions between
institutional units and naturc. Others rclate to assets created by
human activitn such as valuables. Forvaluables, forexample,
the capital account rrecords their acquisition as newly pro-
duced goods or imports in transactions, and it records transac-
tions in existing goods already classified as valuables. It is the
recognition of a significant or special value for goods that are.
not already recorded in the balance sheets that is considered
an aconomic appearance to be recorded as another-that is,
non-transaction-flou These valuables may not be in the bal-
ance sheets for any of several reasons: they antedate the ac-
counts, or they were originally recorded as consumption
goods.
3"60" The second category relates to the effects of exceptional, un-
anticipated events that affect the economic benefits derivable
from assets (and corresponding liabilities). One such event is
one institutional unit's effectively removing an asset from its
owner without the owner's agreement, an action that is not
considered a transaction because the element of mutual agree-
ment is absent. These events also include those that destroy as-
sets, such as natural disaster or war. In contrast, transactions,
such as consumption of fixed capital or change in inventories,
refer to normal rates of loss or damage.
3.61. The third category relates to changes in assets and liabilities
that reflect changes in the classification of institutional units
among sectors and in the structure of institutional unitsn or in
the classification of assets and liabilities. For example, if an
unincorporated enterprise becomes more financially distinct
from its owner and takes on the characteristics of a quasi-cor-
poration, it and the assets and liabilities it holds move from the
household sector to the non-financial corporations sector;
movements of the assets and liabilities are considered other
flows in this category.
Holding ains and losses
3 "62 " Positive or negative nominal holding gains may accrue during
the accounting period to the owners of financial and non-fi-
nancial assets and liabilities as a result of a change in their
prices. Holding gains are sometimes described as "capital
gains", but "holding gain" is prefened here because it empha-
sizes that holding gains accrue purely as a result of holding as-
sets over time without transforming them in any way. Holding
gains include not only gains on "capital" such as fixed assetsn
land and financial assets but also gains on inventories of all
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kinds of goods held by producers, including work-in-prog-
ress, often described as "stock appreciation". Holding gains
may accrue on assets held for any length of time during the ac-
counting perid, not only on assets held at the beginning or
end of the perid.
3.63. Nominal holding gains depend upon changes in the prices of
assets and liabilities over time. The prices in question are the
prices at which the assets may be sold on the market. Nominal
holding gains may be further decomposed into neutral holding
gains that reflect changes in the general price level and real
holding gains that reflect changes in the relative prices of as-
sets.
3. Balancing itsmr in the flow accountr
3.&. Abalancing item is an accounting construct obtained by sub-
tracting the total value of the entries on one side of an account
from the total value for the other side. It cannot be measured
D. Stocks
l. Stocks
3.6. Stocks are a position in, or holdings of, assets and liabilities at
a point in time. The System records stocks in accounts, usually
referred to as balance sheets, and tables at the beginning and
end of the accounting period. Howevetr, stocks are connected
with flows: they result from the accumulation of priortransac-
tions and other flows, and they are changed by transactions
and other flows in the period. Th"y result in fact from a con-
tinuum of entries and withdrawals, with some changes, in vol-
ume or in value, occurring during the time a given asset or
liability is held.
3.67 . Values are recorded for non-financial assets, both produced
and non-produced, and for financial assets and liabilities. The
E. Accounting rules
3.69. The valuation, time of recording and grouping by aggregation,
netting and consolidation of the individual flows and stocks is
explained in detail in the chapters that describe the entries in
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independently of the otherentries; as a derived entry it rcflects
the application of the general accounting rules to the specific
entries on the two sides of the account. It does not relate to any
specific set of transactions, and so it cannot be expressed in
terms of its own price or quantity units.
3.65. Balancing items are not simply devices introduced to ensure
that accounts balance. Th"y encapsulate a great deal of infor-
mation and include some of the most important entries in the
acsounb, 6 can be seen by the examples of balancing items
for the accounts containing flows reproduced below:
Value added/domestic product
Operating surplus
Disposable income
Saving
Net lendin g/net borrowing
Current external balance.
coverage of assets is limited to those assets used in economic
activity and that are subject to ownership rights; thus for ex-
ample, consumerdurables and human capital, and alsonatural
resources that are not owned, are excluded.
2. Balancing items in the balance rheetr
3.68. Net worth, which is defined as the value of all the non-finan-
cial and financial assets owned by an institutional unit or sec-
tor less the value of all its outstanding liabilities, is the
balancing item in the balance sheets. As is true for other bal-
ancing items in the System, net worth cannot be measured in-
dependently of the other entries, and it does not relate to any
specific set of transactions.
the various tables and accounts of the central framework. This
section aims to set out the basic rules underlying the System.
Flovvs, tocks and accounting rules
F. Valuation
l. Gcntnl rulcr
3.70. fire powctof the SNAas an analytical tool stems largely from
its ability to linknumerotrs, very varied economic phenomena
by expressing them in a single accounting unit. The System
does not attempt to determine the utilrty of the flows and
stocks which come within its scope. Rather, it measurps the
cunrent exchange value of the enhies in the accounts in money
tems, i.e., the values at which goods and other assets, ser-
vices, labour or the provision of capital are in fact exchanged
or else could be exchanged for cash (currency or harrsfe,rable
deposits).
3.71. lVhen institutional units exchange these items with other in-
stitutional units for cash, the values required by the System are
directly available. These transactions are recorded at the ac-
tual exchange value agreed upon by the two parties. Furtlrer-
more, of course, ttre values for all flows and stocks that
conoern cash holdings and liabilities are directly known.
3.72. In respect of all remaining flows and stocks, no actual ex-
change values are at hand, so their values must be assessed in-
directly. These values should be taken from markets in which
the same or similar items are haded currently in sufficient
numbers and in similar circumstances against cash. The selec-
tion of the appropriaüe reference markets requires that atten-
tion be paid to differences between wholesale and rctail
markets, regional divergences, etc. Non-mon etary transac-
tions in existing goods often can be valued at the market price
forsimilarnew goods, if properly adjusted forcornumption of
fixed capital and other elements, such as unanticipated darn:
&Be, which may have accrued to the asset since the time it was
produced.
3.73. If therc is no appropriate market from which the value of a par-
ticular non-mon etary flow or stock item can be taken by anal-
ogy, as a second best, its valuation could be derived from
Prices that are established in less closely related markets. Ul-
timately, some goods and services can only be valued by the
amount that it would cost to produce them curently. Market
and own-account goods and services valued in this way
should include a mark-up that reflects the net operating sur-
Plus or mixed income attributable to the producer. For non-
market goods and services poduced by government units or
NPISIIs, however, no allowance should be made for any net
operating surphn
3.14. Sometimes it is necessary to value stocks at their estimated
writüen down current acquisition values or production costs.
The writedown should then include all changes which have
occurred to the item since it was purchased or produced (such
as consumption of fixed capital, partial depletion, exhaustion,
degradation, unforeseen obsolescence, exceptional losses and
other unanticipatcd events). The same method could b" 
"p-plied to non-monetary flows of existing assets.
3.75. If none of the mettrods mentioned above can be applied, flows
and stocks arc to be recorded at the discounted present value
of expectcd future nehlrns. Although this method is theorcti-
cally entirely justified, it is not generally recommended since
it involves many assumptiqns and as a consequence the out-
somes are highly spulative.
3.16. Flows and stoclcs concerning foreign cutrencJ are convefied
to thcir value in national curency at the raüe prevailing at the
moment they are enüered in the accounts, i.e., the moment the
hansaction or other flow takes place or the moment to which
the balance sheet applies. The midpoint between the buying
and selling raüe should be used so that any service charge is
excluded. In conformity with the general rule, provision of as-
sets, services, labour or capital in exchange for foreign cash is
necorded at the actual exchange value agreed upon by the two
parties to the hansaction. The exchange value should then be
converted to national currency at the midpoint raüe prevailing
at the time the transaction takes place. That moment may b
different from the times the payments are made; as a result, the
value in national currency of the transactions in question rnay
differ from the value in national ctrrency of the related pay-
ments when th"y take place.
3.'17. Business accounts, täx returns and other adminishative rc-
cords are main sources of data for drawing up the national ac-
counts. One should be aware, however, that none of these
necessarily satisfies the valuation requirements of the Sysüem
and that accordingly adjustments may have to be made. In par-
ticular, in the interest of prudence, business accounting often
adopts valuations that are not appropriate for the national ac-
counts. Similarly, valuations for tax purposes oft,en serve ob-
jectives that differ from those of macroeconomic analysis. For
example, the depreciation methods favoured in business ac-
counting and those prescribed by tax authorities almost invari-
ably deviate from the concept of consumption of fixed capital
employed in the System.
2. Valuation of partitioned flows
3.78. Extending the general rule in paragraph 3.71above, where a
single payrnent rcfers to more than one transaction category
(such as they are defined in the System), the individual flows
necd to be recorded separately. For example, the System rec-
ommends dividing interest transactions with financial enter-
prises between two transaction categories whenever possible:
one standing for pure interest and the other representing the
implicit payment for financial intermediation services. Earlier
in this chapter, the partitioning of financial leasing and trans-
actions of wholesalers and retailers were discussed. Partition-
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ing is not limited to transactions; an example is real holding
gains, which arc separated for analytical reasons from neutral
holding gains that are simply proportionate to changes in the
general price level.
3.79. In some cases partitioning is connected with deceptive behavi-
our. Values put on an invoice may deviate systematically or to
such a large extent from the prices paid in the market for sim-
ilar items that it must be presumed that the sums paid cover
more than the specified transactions. An example is so-called
transfer pricing: affiliated enterprises may set the prices of the
transactions among themselves artificially high or low in
order to effect an unspecified income pa)'ment or capital trans-
fer. Such transactions should be made explicit if their value is
::::11äble 
and would hinder a proper interprctation of the
3.80. A less obvious mingling of transactions occulrs when the pro-
vision of an asset and the related money payment or payments
do not take place simultaneously. When the time gap becomes
unusually long and the amount of trade credit extended is very
large, the conclusion may be that implicitly an interest fee has
been charged. In such extreme cases, the actual payment or
Payments should be adjusted for accrued interest in order to
arrive at the correct value of the asset transferred. Such adjust-
ments are not recommended for normal trade credit.
3. Special valuations concerning products
3.81. Usually, the producer and the user of a given product perceive
its value differently owing to the existence of taxes and subsi-
dies on products, transport costs to be paid and the occuffence
of trade margins. In order to keep as close as possible to the
views of the economic transactors themselv*, the System re-
cords all uses at purchasers'prices including these elements,
but excludes them from the value of output of the product.
3.82. Output of products is recorded at basic prices. The basic price
is defined as the amount receivable by the producer from the
purchaser for a unit of good or service produced as output
minus any tax payable and plus any subsidy receivable on the
product as a consequence of its production or sale. It excludes
any transport charges invoiced separately by the producer. If
it proves impossible to obtain the required information at basic
prices, output may be valued at producers' prices. The
producer's price is defined as the amount receivable by the
producer from the purchaser for a unit of a good orservice pro-
duced as output minus any value added tax (VAT), or similar
deductible tax, invoiced to the purchaser. It also excludes any
transport charges invoiced separately by the producer.
3.83. Use of products is recorded at purchasers' prices. The
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purchaser's price is defined as the amount payable by the pur-
chaser, excluding any deductible VAT or similar deductible
täx, in order to take delivery of a unit of a good or service at
the time and place required by the purchaser. The purchaser's
Price of a good includes any transport charges paid separately
by the purchaser to take delivery at the required time and
place.
3.84. The difference in value recorded for a product between when
it is produced and the moment it is used for, say, final con-
sumption expenditure can be considerable. Components of
this difference may be:
(a) Täxes less subsidies on pnoducts payable by the pro-
ducer;
(b) Trade and transport margins, including taxes less subsi-
dies on products payable by wholesale and rctail traders;
(c) Transport, including taxes less subsidies on products,
paid separately by the consumer;
(ö Predictable quality increases producing additional out-
put volume less current losses during storage;
(e) 
ffllff"tHJ*",Hil*::s 
with the producerand
As one can see from the above, the difference between the
original basic price and ultirnate purchasens' price of a partic-
ular good encompasses both pure price and volume elements.
In practice, of coutse, the estimates do not kr"p track of indi-
vidual products but are made at a more global level for groups
of products.
3.85. Imports and exports of goods are recorded in the System at
border values. Total imports and exports of goods are valued
free-on-board (f.o.b., that is, at the exporter's customs fron-
tier). As it may not be possible to obtain f.o.b. values for de-
tailed product breakdowns, the tables containing details on
foreign trade show imports of goods valued at the importer's
customs frontier (c.i.f. value), supplemented with global ad-
justments to f.o.b. C.i.f. values include the insurance and
freight charges incurred between the exporter's frontier and
that of the importer. The value on the commercial invoice may
of course differ from both of thsse.
3.86. As the overall balance of imports and exports must conform
to actual circumstances, border valuation of goods has conse-
quences for the recording of freight and insurance in the Sys-
tem. Usually, the values of both imports and exports for these
service items have to be adapted to compensate for the special
conventions on goods trade with the rcst of the world. Further
details on this treatment arc in chapters XIV and XV.
Flows, stocks aÄd accounting rules
G. Time of recording
l. Introduction
3.87 . When discussing timing in the Systeffi, an essential distinction
should be made between stock data as recorded in balance
sheets, on the one hand, and flow data as recorded in the ac-
counts, on the other. Balance sheets, by definition, rcferto spe-
cific points in time. In contrast, flows are aggregations, over
some chosen accounting period, of individual transactions or
other flows, which are themselves scattered over the account-
ing period.
3.88. Thus, the System does not show individual transactions or
other flows, but there are two reasons why precise rules on
their individual timing must be given. First, rules have to
be formulated to say in which accounting perid the discrcte
flows are to be recorded. secondly, an exact timing of in-
dividual flows within the accounting period is cmcial to
make the distinction between changes in net worth due to
transactions and those due to holding gains or losses. This
distinction is particularly important in situations of high in-
flation.
3.89. One of the problems in pinning down the timing of trans-
actions is that activities of institutional units often stretch
over periods in which several important moments can be
distinguished. For instance, many commercial sales com-
mence with the signing of a contract between a seller and
a buyer, encompass a date of delivery and a date or dates
on which payments become due and are only completed as
of the date the last payment is received by the seller. Each
of these distinct moments in time is to some extent eco-
nomically relevant.
3.90. Similarly, in analysing public spending one can distinguish
the day that a budget is voted upon by the legislature, the d"y
on which the ministry of finance authorizes a department to
pay out specified funds, the day a parlicular commitment is en-
tered into by the departments, the day deliveries take place and
finally the days payment orders are issued and cheques are
paid. with regard to taxes, for example, important moments
are the day or the period in which the liability arises, the mo-
ment the tax liability is definitively assessed, the day that it be-
comes due for payment without penalty and the day the tax is
actually paid or refunds are made.
3.91. Clearly, making entries for all successive stages discernible
within the activities of institutional units, although theoreti-
cally possible, would severely overburden the System. A
choice has to be made, recognizing (a) the needs of macroeco-
nomic analysis, (b) microeconomic views, and (c) commonly
available sources. Often, in this respect, a distinction is drawn
between recording flows on a cash basis, due-for-payment
basis and accrual basis. The System recommends recording on
an accrual basis throughout.
2. Ghoice lor recording on an aoorual barir
3.92. Some systems closely rclated to the SNA, most notably the
IMF Government Finance Statistics, recommend recording
on a eash basis, at least in respect of aggregate data. Cash ac-
counting records only cash payments and records them at the
times these payments occur. This method is widely rced to re-
cord govemment rcvenues and expenditures and it is also em-
ployed for certain business purposes. Apractical advantage is
the avoidance of problems conn@ted with valuing non-mon-
etary flows. Yet, cash accounting cannot be used generally for
@onomic and national accounting as the times at which pay-
ments take place may diverge significantly from the economic
activities and transactions to which they relate and it is these
underlying activities and transactions that the System seeks to
portray. Moreover, cash recording cannot be applied to the
many non-monetary flows included in the System.
3.93. Due-for-payment recording shows flows which give rise to
cash payments at the latest times they can be paid without in-
curring additional charges or penalties and, in addition to
these, actual cash payments at the moments they @cur. The
period of time (if any) between the moment a payment be-
comes due and the moment it is actually made is bridged by
recording a receivable or a payable in the financial accounts.
Due-for-payment recording furnishes a more comprehensive
description of monetary flows than does cash accounting. A
disadvantage is, of coutse, that the registration is still limited
to monetary flows.
3.94. Accrual accounting records flows at the time economic value
is created, transformed, exchanged, transferred or extin-
guished. This means that flows which imply a change of own-
ership are entered when ownership passes, services are
recorded when provided, output at the time products are cre-
ated and intermediate consumption when materials and sup-
plies are being used. The System favours accrual accounting
because:
(a) The timing of accrual accounting is in full agreement
with the way economic activities and other flows are de-
fined in the System. This agreement allows one, for in-
stance, to evaluate the profitability of productive
activities correctly (i.e., without the disturbing influ-
ence of leads and lags in cash flows) and to calculate a
sector's net worth correctly at any point in time;
(b) Accrual accounting can be applied to non-monetary
flows"
3.95. Many transactions, such as everyday purchases of households
in shops, are monetary transactions in which some asset is de-
livered against immediate, or nearly immediate, payment in
cash. In those instances there are no differences between the
three methods discussed here. Accrual accor"lnting is particu-
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larly relevant to the timing of various internal transactions
(such as output that is added to the inventories of the pro-
ducer), exchanges in which the parties deliver at differing
times (such as sales with defened payments) and obligatory
transfers (taxes and flows connected with social security).
3.96. Usually, accrual accounting arises naturally to the institutional
units involved. Numerous transactions consist of an exchange
between two enterprises of, sä/, goods for financial assets. In
such an exchange, accoturting entries will be made in the
bools of each enterprise, showing the same dates for the ac-
quisition of the goods and the surrcnder of the financial assets,
on the one hand, and for the acquisition of the financial assets
and the surrender of the goods, on the other. Sometimes, how-
ever, the two parties involved in a transaction will not perceive
it as occurring at the same moment. Furthernone, sorne trans-
actors, in particular govemment units, do not keep records of
purchases on an accrual basis. In these cases, the rules of con-
sistency in the System require that efforts should be under-
taken to correct basic statistics for major deviations and flaws.
The application of the general rule of recording on an accrual
basis to the most common circumstances is discussed below.
3. Timing of exchanges and transfers
3.97 . With respect to exchanges and transfers of non-financial as-
sets, the accrual principle usually comes down to recording at
the moment when the legal ownership of those assets passes.
When change of ownerehip is not obvious, the moment of en-
tering in the books of the transaction partners may be a good
indication and, failing that, the moment when physical posses-
sion and control is acquired. These subsidiary rules apply in
particular to internal transactions or when a change of owner-
ship is taken to occur under a financial lease or hire-purchase
arangement. Imports and exports of goods are recorded when
change of ownership occurs. In the absence of sources speci-
fying the date on which ownership changes, there is a strong
presumption that the goods will cross the frontiers of the coun-
tries concerned either shortly before or soon after the change
of ownership takes place and trade statistics based on customs
documents reflecting the physical movement of goods across
the national or customs frontier may often be used as an ap-
proximation.
3.98. Services are recorded in the System when they are provided.
Some services are special in the sense that they are character-
istically supplied on a continuous basis. Examples are operat-
ing leasing, insurance and housing services (including those
of owner-occupied dwellings). Thpse services ane recorded as
provided continuously over the whole period the contract lasts
or the dwelling is available.
3.99. Following the general rule, distributive transactions Brc tc-
corded at the moment the related claims arise. As a result, for
example, compensation of employees, interest, rent on land,
social contributions and benefits are all registered in theperiod
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during which the amounts payable are built up. Equally, eD-
tries fortaxes arc made at the moment on which the underlying
transactions or other flows occur which give rise to the liabil-
ity to pay. This implies that taxes on products and imports are
recorded at the times the products in question are produced,
imported or sold, depending on the basis for taxation. Current
taxes on income are recorded when the income to which they
pertain is earned although taxes deducted at source may have
to be recorded when they are deducted. With respect to some
distributive transactions, the time of accrual depends on the
unit's decision when to distribute income or make a transfer.
The level of dividends is not unambiguously attributable to a
particular earning period, ild dividends are to be recorded as
of the moment they arc declared payable. Other examples are
withdrawals from income of quasi-corporations and various
voluntary transfers, which are rccorded when effected.
3.100. Transactions in financial assets (including payments of cash)
are recorded in the System on a change-of-ownenhip basis.
Some financial claims/liabilities defined in the System, in par-
ticular trade credits and advances, are the implicit result of a
non-financial transaction and do not involve an explicit piece
of evidence. In these cases the financial claim is deemed to
arise when its non-financial counterpart occurs. The same
holds for financial transactions that the System records be-
tween a quasi-corporation and its owner.
3.101. Both parties involved in a financial transaction may rccord it
at varying dates in their own books because they acquire the
documents evidencing the transaction at different times. This
variation is caused by the process of clearing, the time cheques
are in the mail, etc. The amounts involved in such "float" are
generally substantial in the case of transferable deposits and
other accounts receivable and payable. Again, reasons of con-
sistency require that the transactions are entered on the same
date for both parties. If no precise date can be fixed on which
the change of ownership occurs, the date on which the trans-
action is fully completed (thus the date on which the creditor
receives his payment) is decisive.
4. Timing of output and intermediate consumption
3.102. The principle of recording on an accrual basis implies that out-
put is recorded over the period in which the process of produc-
tion takes place. Thus, additions to work-in-progress are
recorded continuously as work proceeds. When the produc-
tion process is terminated, the whole of the work-in-prograss
accumulated up to that point is effectively transformed into a
stock of finished product ready for delivery or sale.
3.103. Similarly, the intermediate consumption of a good or service
is rerorded at the time when the good or service enters the pro-
cess of production, as distinct from the time it was acquired by
the producer.
Flows, stocks and accounting rules
5. Timing of ehanger in inventoriet
and contumption of fixsd capital
3.lM. lnventories may be materials and supplies held as inputs by
producers, output as yet unsold, or products held by wholesale
and retail traders. In all cases, additions to inventories are re-
corded when products are purchased, produced or otherwise
acquired. Deductions from inventories are recorded when
products are sold, used up as intermediate consumption oroth-
erwise relinquished.
3.105. The timing of consumption of fixed capital is nearly insepara-
bly linked with the question of its valuation. Consumption of
fixed capital is a cost category which accrues over the whole
period the fixed asset in question is available for productive
Purposes. The exact proportioning to accounting periods de-
Pends on the rate of depreciation which is usually assumed to
be either linear or geometric (declining balance) (see chapter
vD.
6. Timing of composite transactions and balancing items
3.106. Transactions which are measured as the balance of two or
more other transactions follow the timing of the constituent
basic flows. Forexample, financial intermediation services in-
directly measured (FISIM) are entered according to the mo-
ments property income is earned on funds put out by financial
intermediaries and interest payable by these units accrues. The
same rule applies to balancing items.
3.107 . In order to yield significant balancing items, the System aims
at timing resources in the same period as related uses (and, in
particular, at matching output with the various costs of produc-
tion). However, due to the variety of transactions and other
flows covered, each with its own characteristics, some thought
is needed in interpreting balancing items. For instance, in an-
alysing the balancing item "saving" of non-financial corpora-
tions, one should be aware that the time when the operating
surplus arises does not necessarily tally with the timing of the
other factors, such as when dividends are payable.
7. Timing of other flows
3.108. Other volume changes in assets are usually discrete events
which accrue at precise moments or within fairly short periods
of time. Changes in prices often have a more continuous char-
acter, particularly in respect of assets for which active markets
exist. In practice, nominal holding gains or tosses will be com-
puted between two points in time:
(a) The moment at which:
(t) The accounting period begins; or
(tt) Ownership is acquired from other units (through
purchase or a transaction in kind); or
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(ttt) An asset is produced; and
(b) The moment at which:
(ry) The accounting period ends; or
(v) The ownership of an assets is rclinquished
(through sale or a transaction in kind); or
(vt) Arr asset is consumed in the production process.
3.109. One may wonder why nominal holding gains and losses
are not calculated over a period beginning at the moment
on which two units agree to a mutual exchange of assets
instead of the perid which starts with the moment on which
the assets are acquired. After all, does not the signing of
the contract fix prices, implying that the risk for any later
price changes is being transferred? The System, however,
regards commitments resulting from a contract as contin-
gent until one of the parties has performed its obligation
Oy passing the ownership of some asset to the other party,
providing a service or providing labour or capital). Also, a
unit can incur holding gains and losses exclusively on the
assets or liabilities it effectively holds. The combination of
these two rules implies that during the period between the
signing of the contract and the date on which the first party
delivers, the second party cannot incur any price risks on
this contract: the second party neither owns the assets to
be delivered nor owns a claim on the first party to be re-
corded in the financial accounts.
3.110. Changes in structure and classification should be entered at
the very moment when, according to the rules adopted in the
System, a unit or an asset comes into a different category than
it was classified previously. An integrated stock-flow system
like the SNA requires that all reclassifications be recorded.
Consequently, such a system does not allow reclassifications
between two consecutive accounting periods.
3.1 I l. In order to obtain slatistical series which are more comparable
over time, one might be tempted to stockpile major reclassifi-
cations for a number of years and enter them as one block at
the end of this period. However understandable this procedure
might be, it does not conform to the System's recommenda-
tions, which aim at correct estimates on levels. Keeping re-
cords of reclassifications makes it possible in principle to
reconstruct time series based on the situation in any account-
ing period.
8. Balance sheet items
3.112. Fundamentally, balance sheets can be drawn up at any point in
time. The System defines balance sheets for all sectors at the
moment when one accounting period ends and a new account-
ing period begins. The closing balance sheet of one period is
identical to the opening balance sheet of the next one, so there
retpain no price changes, reclassifications or other economic
flows which are not duly recogni zedby the System.
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9. The accounting period
3.1 13. ln principle, any lapse of time may be chosen as the accounting
period. Periods that are too short have the disadvantage that
statistical data are influenced by incidental factors, while long
Periods do not adequately portray changes going on in the
economy. Merely seasonal effects can be avoided by having
H. Aggregation, etting, consolidation
l. Aggregation
3.114. The immense number of individual transactions, other flows
and assets within the scope of the SNAhave to be arranged in
a manageable number of analytically useful groups. In the
System, such groups ane constructed by crossing two or mor€
classifications. As a minimum, ä combination of the *who"
and "what" questions asked in chapter II is made, i.e., a clas-
sification of institutional sectors or industries is crossed with
the classification of transactions, other accumulation entries
or assets. Additionally, resources must be distinguished from
uses and assets from liabilities. In order to accommodate more
detailed analysis, the classes thus generated may be further
subdivided: examples are specifications of "in what" (kind of
product or asset), of "*hy" (function) and of "with whom"
(transaction partners).
3.115. Since the classifications in the System contain a number of
levels made explicit in the codes, corresponding levels of ag-
gregation may be distinguished.
3. I 16. Although conceptually the value for each aggregate is the sum
of the values for all elementary items in the relevant category,
in practice otherestimation methods are frequently used. First,
information on elementary transactions, other flows and as-
sets may be incomplete or even non-existent. Secondly, the
data obtained from different primary sources are usually not
fully consistent due to deviating definitions and varying cov-
erage, and adjustments at aggregate level are necessary to re'c-
oncile them. The practical techniquas for estimating and
balancing national accounts data are to be extensively dis-
cussed in handbooks which are planned for publication by or-
ganizations of the Inter-secretariat Working Group on
National Accounts.
2. Netting
3.117 . Individual units or sectors may have the same kind of transac-
tion both as a use and as a resource (e.g., they both pay and
receive interest) and the same kind of financial instrument
both as an asset and as ä liability. Combinations in which all
elementary items are shown for their full values are called
gross recordings. Combinations whereby the values of some
elementary items are offset against items on the other side of
the account or which have an opposite sign are called net re-
cordings.
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the accounting perid cover a whole cycle of regularly recur-
rcnt economic phenomena. Most business and government
accounting refers to complete yeats. In general, calendar years
or quartes are best suited for drawing up a full set of national
accounts tables.
3.118. The System recommends gross recording apart from the de-
gree of netting which is inherent in the classifications them-
selves. In fact, netting is already a featurc of many of the
System's r€@mmendations. It mostly sewes to highlight an
economically important property which is not apparent from
gross data.
3.119. Netting is implicit in various transaction categories, the most
outstanding example being "changes in inventories", which
underlines the analytically significant aspect of overall capital
formation rather than tracking daily additions and withdraw-
als. Similarly, with few exceptions, the financiat account and
other changes in assets accounts record increases in assets and
in liabilities on a net basis, bringing out the final consequences
of these types of flows at the end of the accounting period. Of
course, all balancing items involve netting as well. To avoid
confusion, the System uses the words "gross" and "net" in a
very restrictive sense. Apart from a few headings ("net premi-
ums", "net equity of households on life insurance reserves and
pension funds", "net worth and net lending/net borrowing")
the System's classifications employ the word "net" exclu-
sively to indicate the value of variables after deduction of con-
sumption of fixed capital.
3.120. The System defines one situation in which exactly the oppo-
site of netting should be applied. A grossing up is recom-
mended in respect of processing to order vis-ri-vis the rest of
the world. In agreement with external trade statistics, this type
of processing is not recorded "net" as a service item. Instead,
the movement of goods before and after processing is regis-
tered as imports and exports for their full value as if they were
purchased and subsequently sold back.
3. Consolidation
3.121. Consolidation is a special kind of cancelling out of flows and
stocks which should be distinguished from other kinds of net-
ting. It involves the elimination of those transactions or
debtor/creditor relationships which occur between two trans-
actors belonging to the same institutional sector or sub-sector.
Consolidation should not be seen as a sheer loss of informa-
tion; it entails an elementary specification by the transaction
partner. Consolidation may be most relevant for monetary in-
stitutions and general government. For certain kinds of analy-
sis, information on the transactions of these (sub)sectors with
Flows, stocks and accounting rules
other sectors and the corresponding "external" financial posi-
tion is more significant than overall gross figuras. As a rule,
however, the entries in the System are not consolidated.
3.122. The rule of non-consolidation takes a special form regarding
the transaction categories "output" and "intermediate con-
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sumption". These transactions are to be recorded throughout
at the level of establishments. This implies specifically that the
accounts for institutional sectors and for industries should not
be consolidated in respect of output delivered between estab-
lishments belonging to the same institutional unit.

A.
lV. lnstitutional units and sectors
lntroduction
4.1. This chapter is concerned with the definition and description
of institutional units and the way in which they are grouped to
make up the sectors and sub-sectors of the System. Economic
entities that are capable of owning assets, incurring liabilities
and engaging in economic activities and in transactions with
otherentities are described in the System as institutional units.
The various sectors and sub-sectors of an economy are com-
posed of institutional units that are resident in the economy,
the total economy consisting of the entire set of resident insti-
tutional units. The definition of residence is explained later.
|, lnstitutional units
4.2. An institutional unit may be defined as:
An economic entity that is capable, in its own
right, of owning assets, incurting liabilities and en-
gaging in economic activities and in transactions
with other entities.
The main attributes of institutional units may be described as
follows:
(a) An institutional unit is entitled to own goods orassets in
its own right; it is therefore able to exchange the owner-
ship of goods or assets in transactions with other ii'rstitu-
tional units;
(b) It is able to take economic decisions and engage in eco-
nomic activities for which it is itself held to be directly
responsible and accountable at law;
(c) It is able to incur liabilities on its own behall to take on
other obligations or future commitments and to enter
into contracts;
(d) Either a complete set of accounts, including a balance
sheet of assets and liabilities, exists for the unit, or it
would be possible and meaningful, from both an eco-
nomic and legal viewpoint, to compile a complete set of
accounts if they were to be required.
4.3. There are two main types of units in the rcal world that may
qualify as institutional units, namely persons or groups of per-
sons in the form of households, and legal or social entities
whose existence is recognized by law or society indepen-
dently of the persom, or other entities, that may own or conhol
them.
4.4. The individual members of multi-person households are not
trcated as separate institutional units. Many assets arc owned,
or liabilities incurred, jointly by two or more members of the
same household while some or all of the income received by
individual members of the same household may be pooled for
the benefit of all membels. Mor@ver, many expenditurc deci-
sions, especially those relating to the consumption of food, or
housing, ffiäI be made collectively for the household as a
' whole. It may be impossible, therefore, to draw up meaningful
balance sheets or other accounts for members of the househpld
on an individual basis. For these reasons, the household must
be treated as the institutional unit. An unincorporated enter-
prise that is entirely owned by one or more members of the
same household is treated as an integral part of that household
and not as a separate institutional unit, except when the enter-
prise is treated as a quasi-corporation (ser below).
4.5. The second type of institutional unit is a legal or social entity
that engages in economic activities and transactions in its own
right, such as a corporation, non-profit institution (NPI) or
government unit. Such units are responsible and accountable
for the economic decisions or actions they take, although their
autonomy may be constrained to some extent by other institu-
tional units; for example, corporations are ultimately con-
trolled by their shareholders. Some unincorporated
enterprises belonging to households or government units may
behave in much the same way as corporations, and such enter-
prises are treated as quasi-corporations when they have com-
plete sets of accounts.
2. Institutional sectors and sub-sectors: summarf
-4.6. The resident institutional units that make up the total economy
are grouped into the following five mutually exclusive insti-
tutional sectors:
The non-financial corporations sector
The financial corporations sector
The general government sector
The non-profit institutions serving households sector
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The households sector.
4.7. All resident non-financial corporatiorn and quasi-corpora-
tions are inclu&d in the non-financial corporations sector and
make up most of the sector in practice. In addition, it includes
non-profit institutions (tlPls) engaged in the market produc-
tion of goods and non-financial services: for example, hospi-
hb, schools or colleges that charge fees that enable them to
rccover their currcnt production costs, or hade associations fi-
nanced by subscriptions from non-financid corporate or un-
incorporated entcrprises whose role is to promote and serye
the interests of those enterprises.
4.8. The financial corporations seetor includes all resident corpo-
ratiorn and quasi-corporations whose principal activity is fi-
nancial intermediation or facilitating financial inrcrmediation.
In addition, it includes NPIs engaged in market p,roduction of
a financial nature (e.g., insurance), including thosc financed
by subscriptions from financial enterprises whose role is to
promote and serve the inüerests of those enüerprises.
4.9. The general govemment sector consists mainly of cenhal,
state and local govemment units together with social secrnity
funds imposed and contnolled by those units. In addition, it in-
cludes NPIS engaged in non-market production that ar€ con-
holled and mainly financed by governrnent units or social
security funds.
4.10. The non-psofit institutions sert'ing households sector consists
of all resident NPIs, except those contnolled and mainly fi-
Trbh |.l. Instihrtional unlb cross-classified by sector and Upe
Sectors of the Sysüem
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nanced by government, that provide non-market goods or ser-
vices to households.
4.11. The households sector consists of all resident households.
These include institutional households made up of peßons
staying in hospitals, retirement homes, convents, prisons, etc.
for long perids of time. As already noted, an unincorporated
enterprisc owned by 
" 
household is treated as an integral part
of the latter and not as a separate institutional unit, except
when the enterprise qualifies as a quasi-corporation.
4.12. Each of thc five institutional sectors list€d above may be di-
vidcd into subsectors as described in the later sections of this
chapter. The division of sectors into sub-sectors depends upon
the type of analysis to be undertaken, the needs of policy mak-
ets, the availability of data and the economic circumstances
and institutional arrangements within a counü1r. No single
method of sub-sectoring may be optimal forall purposes orall
ffi*äi"#:f l;äilffi* 
of sub-sectoring are ec-
3. ßclrtionrhip bctwoen rectorr
end types of inttitutionel unitt
4.13. A cross-classification of institutional units by sector and type
of rurit is illushated schematically in table 4.1. As financial
corporations and quasi-corporations are essentially different
kinds of institutional units from non-financial corporations
and quasi-corporations, it can be seen that, with the exception
Type of ilon-financial
institutional unit corporations sector
- -
Corporations Non-financial
(including quasi- corporatiorn
corporations)l (irrchding
Financial corporations
sector
Financial
corporations
(inclding
qnsi-oorpcations) quasi-corpcatiurs)
s8ct0f
-
Generaf government
Government urits
(including social
sccurity fimds)
Non-market NPIS
conholled and
mainly financed
by government
units
Households sector NPISHs ector
Households
Government units
(including social
security ftmds)
Hotrseholds
Non-profit Non-financial
institutions (NPIs) market NPIs
Financial market
I{PIS
Non-market NPIs
serving
househoHs2
(NPIsHs)
I All qui-ootporrtiost$ whcthct oumod by houchol&, governrrrcnt
units c norr-rcddcrrt imitrniorral unic, erc grcupod with coryontions
fc prpocce of rcctoriag.
2 Exqr NP[g corurollcd ed meinly firrenccd by govcmmcd rmitr.
lnstitutional units and sectors
of NPIs, all institutional units of a particular type are grouped
together within the same sector. Thus:
(a) All non-financial corporations and quasi-corporations
are allocated to the non-financial corporations sector;
(b) All financial corporations and quapirorporations arcal-
located to the financial corporations sector;
(c) All government units, including social security funds,
arc allocated to the general govemment sector;
(ö All households are allocated to the households sector.
4.14. However, NPIs may be classified as belonging to any of the
five major sectors, except the households sector, depending
upon the purposes they serve and the kinds of units that control
and finance them. As explained below, NPIS arc not necessar-
ily non-matket producers, the essential characteristic of an
NPI is that it cannot be a source of income or profit to the units
that control it. The way in which institutional units are group"d
into sectors is, therefore, mostly self-evident except for NPIs.
It is still necessary, however, to explain in more detail what are
the characteristic features by which legal or social entities in
the form of corporations, quasi-corporations or NPIs can be
identified.
4. Residence
4.15. The total economy is defined as the entire set of resident insti-
tutional units. It is divided into sectors that consist of groups
of resident institutional units. An institutional unit is resident
in a country when it has a centre of economic interest in the
economic territory of that country. It is said to have a centre of
economic interest when there exists some location-dwell-
ing, place of production or other premises-within the eco-
nomic territory on, or from, which it engages, and intends to
continue to engäB€, in economic activities and transactions on
a significant scale either indefinitely or over a finite but long
period of time. In most cases, a long period of time may be in-
terpreted as one year or more, although this is suggested only
as a guideline and not as an inflexible rule (see paragraph
14.13 of chapter XIV).
4.16. Thus, residence is not based on nationality or legal criteria (al-
though it may be similar to the concepts of residence used for
exchange control, tax or other purposes in many countries).
The concept of residence is explained in detail in chapter XIV;
it is identical with that used in the fifth edition of the Balance
of Payments Manual of the International Monetary Fund
(IMF). It may nevertheless be useful to elaborate here on some
aspects of residence:
(a) The residence of individual persons is determined by
that of the household of which they form part and not by
their place of work. All members of the same household
have the same residence as the household itself, even
though they may cross borders to work or otherwise
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, spend perids of time abroad. If they work and reside
abroad so long that they acquire a cenhe of economic in-
terest abroad, they oease to be members of theiroriginal
households;
(b) Unincorporated enterprises that are not quasi-corpora-
tions are not separate institutional units from their own-
ers and, thercfore, have the same residenoe as their
owners;
(c) Corporations and NPIs may normally be expected to
have a centre of economic interest in the country in
which they are legally constituted and registered. Cor-
porations may be resident in countries different from
their shareholders and subsidiary corporations may be
resident in countries differcnt from their parent corpora-
tions. When a corporation, or unincorporated enterprise,
maintains a branch, office or production site in another
country in order to engage in a significant amount of
production over a long perid of time but without creat-
ing a subsidiary corporation for the purpose, the branch,
office or site is considered to be a quasi-corporation (i.e.,
separate institutional unit) resident in the country in
which it is located (see paragraphs 14.22 to 14.28 of
chapter XIV);
(ö Owners of land and buildings in the economic territory
of a country are deemed always to have a centrc of eco-
nomic interest in that country, even if they do not engage
in other economic activities or transactions in the coun-
try. All land and buildings are therefore owned by resi-
dents (see paragraph 14. 14 of chapter XIV).
5. Sectoring and economic behayiour
4.17. The sectors of the System group together similar kinds of
institutional units. Corporations, NPIs, government units
and households are intrinsically different from each other.
Their economic objectives, functions and behaviour are
also different.
4.18. Corporations are institutional units created for the purpose of
producing goods or services for the market. They may be a
source of profit to the units that own them. Th"y are essentially
producer units and do not themselves incur expenditures on
final consumption. The functions of NPIs are similar in some
respects to those of corporations but they can be broader in
scope. NPIs are institutional units created for the purpose of
producing or distributing goods or services but not for the pur-
pose of generating any income or profit for the units that con-
trol or finance them. In contrast to corporations, NPIs may
incur final consumption expenditures in respect of final goods
or services that they provide to households.
4.1g. The economic objectives, functions and behaviour of govern-
ment units are quite distinct. They organize and finance the
provision of non-market goods and services, including both
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individual and collective servic6, to households and the com-
munity and, thercfore, incur expenditures on final coßumF
tion. Th"y may also engage in non-market production
themselves. Th"y are also conoemed with distribution and rc-
distribution of income and wealth through taxation and other
transfers. Government units include social security funds.
4.2O. Finally, the economic objectives, frrnctions and behaviour of
households are different again. Although primarily consumer
units, they can engage in any kind of economic activity. Th"y
not only supply labour to enterprises but may operate their
own producer units in the form of unincorporated enterprises.
4.2L Thus, dividing the total @onomy into sectors enhances the
usefulness of the accounts for purposes of economic analysis
by grouPing together institutional units with similar objec-
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tives and types of behaviour. However, sectors and sub-sec-
tors are also needed in order to be able to target or monitor par-
ticular groups of institutional units for policy purposes. For
example, the household sector has to be divided into sub-sec-
tors in order to be able to observe how different sections of the
oommunity are affected by, or benefit from, the process of eco-
nomic development or govemment economic and social pol-
icy measu€s. similarly, it may be important to treat
corPorations subject to control by non-residents as sub-sectors
of the financial and non-financial corporate sectors not only
because they are liable to behave differcntly from domesti-
cally controlled corporations but because govemments may
wish to be able to identify and observe those parts of the econ-
omy that arc subject to influence from abroad.
(b)
purpose. A corporation may normally be expected to
have a centre of economic interest-i.e., to be resi-
dent-in the country in which it is created and regis-
tered. When it also has one or more branches engaged in
significant amounts of production over long periods of
time in other countries, such branches are treated as
quasi-corporations that arc separate institutional units
resident in the countries in which they are located;
A corporation is created for the purpose of producing
goods or services for sale on the market at prices which
are economically significant. Prices are said to be eco-
nomically significant when they have a significant in-
fluence on the amounts the producens are willing to
supply and on the amounts purchasers wish to buy. Any
operating surplus accruing from a corporation's produc-
tive activities or holding gains or property income ac-
cruing on its assets, belong to the shareholders, but the
amount of profits or income actually distributed to
shareholders as dividends in any single accounting pe-
riod depends on the directors of the corporation. Undis-
tributed profits are often described as retained earnings;
Ownership of a corporation is vested in the shareholders
collectively. hofits arc usually distributed to sharchold-
ers in proportion to the value, or amounts, of the shares
or other capital participations which they own. There
may be different kinds of shares in the same corporation
carrying different entitlements. In the event of a corpo-
ration being wound up, or liquidated, the sharcholders
are similarly entitled to a share in the net worth of the
corporation remaining after all assets have been sold and
all liabilities paid. If a corporation is declared bankrupt
because its liabilities exceed the value of its assets, the
shareholders are not liable to repay the excess liabilities.
The shareholders are different institutional units from
B. lnstitutional units in the form of legal or sociat entities
4.22. This section is concerned with three main categories of legal
or social entities that constitute institutional units, namely cor-
porations, quasi-corporations and NPIs. Units of central, state
or local government are considered in a separate section
below.
l. Corporations
4.23. Corporations may be described by different names: corpora-
tions, incorporated enterprises, public limited companies,
public corporations, private companies, joint-stock compa-
nies, limited liability companies, limited liability partner-
ships, and so on. "Corporation" is the preferrcd term used in
the System for all these kinds of entities. Atypical corporation
may be described as:
a legal entity, created for the purpose of producing
goods or services for the market, that may be a
;x#**:jif:'j*lliljlflhlä
sponsible for its general management.
4.24. The laws governing the creation, management and operations
of corporations may vary from country to country so that it is
not feasible to provide a precise, legal definition of a corpora-
tion that would be universally valid. It is possible, however, to
indicate in more detail the typical features of corporations that
atre most relevant from the point of view of the System. They
may be summanzedas follows:(a) l,,ffiT,,*lXi: ?l ä:'J","ff '*,:Lä"ö'j'il
other institut ional un its - i. e., households, corporations
ff*;lä#r#l*" än;;n
(c)
fnstitutional units and sectors
ffffi ::lfflf#LT::J#lffi ä'*:"he
(ö A corporation is fully responsible and accountable at
law for its own actions, obligations and contracts, this
being an essential attribute of an institutional unit in the
System. A corporation is liable to pay taxes on its pro-
ductive activities, income or assets;
(e) Control of a corponation is ultimately exercised by the
shareholders collectively. A corporation has a board of
directors that is responsible for the corporation's policy
and appoints the seniormanagement of the corporation.
The board of directors is usually appoint"d by the col-
lective vote of the shareholders;(f, ä;fiTffj,}"rll["j;:.ö"äir"";
(r) The voting rights of shareholders may not be
equal. Some types of shares may carry no voting
rights, while others may carry exceptional rights,
such as the right to make specific appointments to
the board of directors or the right to veto other ap-
pointments made on a majority vote. Such excep-
tional rights may be held by the Government when
it is a shareholder in a corporation;
(tr) Many shareholders with voting rights do not
choose to exercise them. Voting usually requires
attendance at general meetings of the sharehold-
ers or the nomination of another shareholder as a
proxy with authority to vote on behalf of the orig-
inal shareholder. In practice, many shareholders
may not exercise their voting rights, so that a
small, organized minority of active shareholders
may be in a position to control the policy and op-
erations of a corporation.
4.25. Two characteristics of a corporation are worth noting. The first
is that a corporation cannot be a final consumer. In contrast to
an NPI, it cannot incur final expenditures for the benefit of
households. When a corporation provides goods or services to
its employees, these must be either compensation of employ-
ees paid in kind or intermediate consumption, depending upon
the reason for providing the goods and services. The second
characteristic is that the whole of the profit or income accruing
to a corporation ultimately benefits other institutional units,
namely its shareholders. This again differentiates a corpora-
tion from an NPI, which, by definition, cannot generate an in-
come that can be appropriated by other institutional units.
Ownership and control of corporations
4.26. The ownership of a corporation is diffused among the institu-
tional units that own its shares in proportion to their
shareholdings. It is possible for a single institutional unit, an-
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other corporation or a household or a government unit, to own
all the equity or shares in a corporation but, in general, owner-
ship is diffirsed among several, possibly very many, irntitu-
tional units.
4.27. A single institutional unit owning mone than a half of the
shar€s, or equity, of a corporation is able to control its policy
and operations by outvoting all other shareholders, if neces-
sary. Similarly, a small, organized group of shareholders
whose combined ownership of shares exceeds 50 per cent of
the total is able to control the coqporation by acting in con@rt.
There may be exceptional cases in which certain shareholders
enjoy privileged voting rights, such as a right of veto, but in
general an individual institutional unit or gtoup of units own-
ing more than half the voting shares of a corporation can exer-
cise complete control by appointing directors of its own
choice. The degree of autonomy exercised by the direeto,rs and
managers of a corporation is, therefore, likely to vary consid-
erably, depending upon the extent to which the ownership of
its shares is concentrated in the hands of a small number of
other institutional units, whether these are other corporations,
households or government units. In general, institutional units
do not have to be autonomous but they do have to be respon-
sible, and accountable, for the decisions and actions they take.
4.28. Because many shareholders do not exercise their voting
rights, a single shareholder, or small number of shareholders
acting together, may be able to secure control over a corpora-
tion, even though they may hold considerably lass than half of
the total shares. When ownership of shares is widely diffused
among a large numberofshareholders, contncl may besecured
by owning 20 per cent or less of the total shares.
4.29. However, it is not possible to stipulate a minimum sharehold-
ing below 50 percent which will guarantee control in all cases.
The minimum must vary depending upon the total number of
shareholders, the distribution of shares among them, and the
extent to which small shareholders take an active interest, etc.
4.30. As explained latdr in this chapter, the sub-sectors of the Sy.-
tem require private corporations to be separated from public
corporations subject to control by goverrrment units, and also
private corporations controlled by non-resident units to be
separated from other private corporations. In both cases, con-
trol is defined as the ability to determine general corporate pol-
icy by appointing appropriate directors, if necessary. Owning
more than half the shares of a corporation is evidently a suffi-
cient, but not a necessät!,condition for control. Nevertheless,
because it may be difficult to identify those corporations in
which control is exercised by a minority of shareholders, it is
recommended that, in practice, corporations subject to public
or foreign control should normally be confined to those in
which governments or non-residents own a majority of the
shares. This recommendation is intended only as a practical
guideline, however, to which exceptions can be admitted if
there is other evidence of control. For example, a corporation
which a government is able to control as a result of special leg-
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islation should be treated as a public corporation even if the
govemment does not own a majority of the shares.
Subsidiary, associate ard holding corporations
4.3L It is corunon for corporations to own shares in other corpora-
tions, and certain inter-relationships between corporations
need to be specified for purposes of the System.
Subsidiary corpo rations
4.32. Corporation B is said to be a subsidiary of corporation Awhen:
(a) Either corporation A controls more than half of the
shareholders'voting power in corporation B; or
(b) corporation Ais a shareholder in corporation B with the 4'38'
right to appoint or remove a majority of the directors of
colporation B.
4.33. Corporation A may be described as the parent corporation in
this situation. As the relationship of a parent corporation to a
subsidiary is defined in terms of control ratherthanownership,
the relationship must be transitive: that is, if C is a subsidi"ry
of B and B is a subsidi"ry of A, then C must also be a subsidiary
of A. If A has a majority shareholding in B while B has a ma-
jority shareholding in c, A cannot also have a majority
shareholding in C. Nevertheless, A must be able to control C
if it controls B. By analogy with families of persons, corpora-
tion B can be described as a first generation subsidiary of cor-
poration A, and corporation c as a second generation
subsidiary of A. Evidently, large families of corporations may
be built up with any number of subsidiaries at each level or
generation and also any number of generations. Very large
families of corporations, described as conglomerates, arc en-
countered in some countries. Conglomerates may include cor-
porations resident in different countries, in which case the
Parent corporation is usualty described as a multinational cor-
poration.
Associate co rporations
4.34. Corporation B is said to be an associate of corporation A when
corporation Aand its subsidiaries control between l0 per cent
and 50 per cent of the shareholders' voting power in B so that
A has some influence over the corporate policy and manage-
ment of B.
4 3 s lJ :::Hä :ll,T,lil,l"ffi :;:: :.:lJffi Jl"ffi;T
some corporations may be able to exert considerable influence
over their associates, this cannot be guaranteed, The relation-
ship betw@n associates is weaker than that between parent
and subsidiary corporations, and groups of associates may not
be well defined.
Groups of corporations and hotding corporations
4.36. As described above, large groups of corporations, orconglom-
erates, may be created whereby a parent corporation controls
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several subsidiaries, some of which may control subsidiaries
of their own, etc. TWo different types of parcnt corporation
may be distinguished. The first consists of a corporation with
significant production of its own which acquires control over
other corPorations in order to strengthen its own position as a
producer. It man for example, acquire control of a corporation
that supplies it with components, or it may acquire control of
a competitor.
4.37 . On the other hand, the principal function of a corporation may
be to control and direct a group of subsidiaries, without having
any othersignificant production of its own. Such a corporation
is described as a *holding corporation" or "holding company".
For certain purposes, it may be desirable to have information
rclating to a group of corporations as a whole. However, with
the exception of ancill"ry corporations described in the next
section, each individual corporation should be treated as a sep-
arate institutional unit, whether or not it forms part of a group.
Even subsidiaries which are wholly owned by other corpora-
tions are separate legal entities that are required by law andthe
tax authorities to produce complete sets of accounts, including
balance sheets. Although the management of a subsidiary cor-
poration may be subject to the control of another corporation,
it remains responsible and accountablä for the conduct of its
own production activities.
4.39. Another reason for not treating groups of corporations as sin-
gle institutional units is that groups are not always well de-
fined, stable or easily identified in practice. It may be difficult
to obtain data for groups whose activities are not closely inte-
grated. Moreover, many conglomerates are much too large
and heterogeneous for them to be treated as single units, and
their size and composition may be continually shifting over
time as a result of mergers and takeovers.
2. Ancilfary Gorporetiong
4.40. An ancillary corporation may be defined as:
a subsidiary corporation, wholly owned by a par-
ent corporation, whose productive activities are
;äl[ilJH"ä ::T;:,"'il"jH"JI]r ::
other ancillary corporations owned by the same
pare.nt corporation.
4.4L As described in chapter V a productive activity is described as
ancillary when its sole function is to produce one ormore com-
mon types of services for intermediate consumption within the
same enterprise. The kinds of services which may be produced
by ancill"ry activities are transportation, purchasing, sales and
marketing, various kinds of financial or business sewices,
computing and communications, security, maintenance, and
cleaning. These are typically seruices that are likely to be
needed, to some extent or otheq in most enterprisgs, whatever
the nature of their principal activities. Neither the inputs into,
nor the outputs from, ancillary activities are rccorded sepa-
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rately from others consumed or produced by the principal or
secondary productive activities.
4.42. A corporation may find it advantageous for tax or other nea-
sons to create a subsidiary corporation purely in order to per-
form ccrtain ancillary activities for its own benefit. For
example, it may create a subsidiary to which ownership of its
land, buildings or equipment is transferred and whose sole
function is to lease them back again to the parcnt corporation;
or it may create a subsidiary to keep its accounts and records
on a separate computer installation; and so on. In some cases,
corporations may create "dormant" subsidiaries which are not
actually engaged in any production but which may be acti-
vated at the convenience of the parcnt corporation.
4.43. Ancillary corporations are not treated äs separate institutional
units in the System. When a parcnt corporation has created a
single ancillary corporation, the ancillary corporation should
be treated as an integral part of the parent and its accounts con-
solidated with those of the parent. When a parent corporation
has created several ancillary corporations, they should all be
combined with the parent corporation to form a single institu-
tional unit.
4.44. Ancillary corporations are not treated as separate institutional
units because they can be regarded as artificial units created to
avoid taxes, to minimize liabilities in the event of bankruptcy,
or to s@ure other technical advantages under the tax or corpo-
ration legislation in force in a particular country.
3. Cooperatiues, limited liability partnerships, etc.
4.45. In addition to entities calling themselves corporations or com-
panies, there are also other legal entities created for the pur-
pose of engaging in market production for profit but which
may be described differently because they have rather special-
ized functions. Such entities are classified as corporations in
the System.
4.46. Th"y include, for example, cooperatives set upby producers
for purposes of marketing their collective output. The profits
of such cooperatives are distributed in accordance with their
agreed rules and not necessarily in proportion to shares held,
but effectively they operate like corporations. Similarly, part-
nerships whose members enjoy limited liability are separate
legal entities which behave like corporations. In effect, the
partners are at the same time both shareholders and managers.
4.47 . In general, all entities, however they may describe themselves
or whatever they may be called, which are set up for purposes
of engaging in market production, which are capable of gen-
erating a profit or other financial gain for their owners and
which are recognized at law as separate legal entities from
their owners who enjoy limited liability, are treated as corpo-
rations in the System.
4.48. Conversely, some legal entities that are NPIs may sometimes
be described "corporations". The status of an institutional unit
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cannot always be inferred from its name, and it may be neces-
sary to examine its objectives and functions.
4. llueti-corporationr
4.49. Quasi-corporations arc unincorporated enterprises that
functio as if they were corporations. Aquasi-corporation may
be:
either an unincorporated enterprise owned by a
resident institutional unit that is operated as if it
were a separate corporation and whose de facto
relationship to its owner is that of a corporation to
its shareholders: such an enterprise must, of
course, ke"p a complete set of accounts
or an unincorporated enterprise owned by a non-
resident institutional unit that is deemed to be a
resident institutional unit because it engages in a
significant amount of production in the economic
territory over a long or indefinite perid of time.
4.50. For purposes of sectoring and sub-sectoring, quasi-corpora-
tions are treated as if they were corporations: that is, as sepa-
rate institutional units from the units to which they legally
belong. Thus, quasi-corporations owned by households or
govemment units are grouped with corporations in the non-fi-
nancial or financial corporate sectors. Three main kinds of
quasi-corporations are recognized in the System:
(a) Unincorporated enterprises own"dby governmentunits
which are engaged in market production and which are
operated in a similar way to publicly owned corPora-
tions;
(b) Unincorporated enterprises, including unincorporated
partnerships, owned by households which are operated
as if they were privately owned corporations;
(c) Unincorpomted enterprises which belong to institu-
tional units resident abroad: these consist of the perma-
nent branches, or offices of foreign corporate or
unincorporated enterprises, or of production units be-
longing to foreign enterprises which engage in signifi-
cant amounts of production within the economic
territory over long, or indefinite, periods of timei e.8.,
units engaged in the construction of bridges, dams or
other large structures.
4.5L The intent behind the concept of a quasi-corporation is clear:
namely, to separate from their owners those unincorporated
enterprises which are sufficiently self-contained and indepen-
dent that they behave in the same way as corporations. If they
function like corporations, they must kop complete sets of ac-
counts. Indeed, the existence of a complete set of accounts, in-
cluding balance sheets, for the enterprise is a necessary
condition for it to be treated as quasi-corporation. Otherwise,
it would not be feasible from an accounting point of view to
distinguish the quasi-corporation from its owner.
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4.52. As a quasi-corporation is treated as a separate institutional unit
from its owner, it must have its own value added, saving, as-
sß, liabilities, etc. It must be possible to identify and record
any flows of income and capital that arc deemed to take place
between the quasi-corporation and its owner. The amount of
income withdrawn from a quasirorporation during a given
accounting period is decided by the owner, such a withdrawal
being equivalent to the payment of a dividend by a corporation
to its shareholder(s). Given the amount of the income with-
drawn, the saving of the quasi-corporation (i.e., the amount of
earnings retained within the quasi-corporation) is determined.
Abalance sheet is also needed for the quasi-corporation show-
ing the values of its fixed assets-land, buildings, machinery
and equipment, inventories-used in production and also the
financial assets and liabilities-owned or incurred in the name
of the enterprise-bank deposits, overdrafts, trade credit and
debits, otherreceivables or payables, etc. It is assumed that the
owner's net equity in a quasi-corporation is equal to the differ-
ence between the value of its assets and the value of its other
liabilities so that the net worth of the quasi-corporation is al-
ways zero in practice. The owner may invest more capital in
the enterprise or withdraw capital from it by disposing of some
of its assets, and such flows of capital must also be identifiable
in the accounts whenever they occur.
4.53. Experience has shown that countries have difficulty distin-
guishing quasi-corporations owned by households. However,
it is not useful to introduce additional criteria, such as size, into
the definition of quasi-corporations owned by households as
such criteria do not help in practice if the enterprise in question
is not in fact operated like a corporation and does not have a
complete set of accounts of its own, however large it may be.
5. ilon-profit inrtitutions
4-54. Non-profit institutions are legal or social entities created for
the purpose of producing goods and services whose status
does not permit them to be a source of income, profit or other
financial gain for the units that establish, control or finance
them. In practice, their productive activities are bound to gen-
erate either surpluses or deficits but any surpluses they happen
to make cannot be appropriated by other institutional units.
The articles of association by which they are established are
drawn up in such a way that the institutional units which con-
trol or manage them are not entitled to a share in any profits or
other income which they receive. For this reason, they are fre-
quently exempted from various kinds of taxes.
4.55. The motives leading other institutional units-whether per-
sons' corporations, or government-to create NPIs are varied.
For example, NPIs may be created to provide services for the
benefit of the persons or corporations who control or finance
them; or they may be created for charitable, philanthropic or
welfare reasons to provide goods or services to other persons
in need; or they may be intended to provide health or education
services for a fee, but not for profit; or they may be intended
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to promote the interests of pressure groups in business or pol-
itics; etc. Although they may provide services to groups ofper-
sotls or institutional units, by convention th"y are deemed to
produce only individual services and not collective services.
The characteristics of NPls
4.56. The main features of NPIs may be summaizedas follows:(a) y*T:ll#::*:#ä-*ffi*ll":üffii I:
sons, corporations or government units that establish, fi-
nanoe, control or manage them. The purpose of the NpI
is usually stated in the articles of association or similar
document drawn up at the time of its establishment. In
some counFies, especially developing countries, an NPI
may be an informal entity whose existence is recognizßÄ
by the society but which does not have any formal legal
status; such an NPI may be created for the purpose of
producing non-market goods or services for the benefit
of individual households or groups of households;
(b) Many NPIs are controlled by associations whose mem-
bers have equal rights, including equal votes on all
major decisions affecting the affairs of the NPI. Mem-
bers enjoy limited liability with respect to the NPIs op-
erations;
(c) There arc no shareholders with a claim on the profits or
equity of the NPI. The members are not entitled to a
share in any profits, or strrplus, generated by the produc-
tive activities of the NPI, such profits being rctained
within the NPI;
(ö The direction of an NPI is usually vested in a group of
officers, executive committee or similar My elected by
a simple majority vote of all the members. These officers
are the counterpart of the board of directors of a corpo-
ration and are responsible for appointing any paid man-
agers;
(e) The term "non-profit institution" derives from the fact
that the members of the association controlling the NPI
are not permitted to gain financially from its operations
and cannot appropriate any surplus which it may make.
It does not imply that an NPI cannot make an operating
surplus on its production.
NPfs as market and non-market producers
4.57 . As in the case of producer units owned by government units,
it is impoilant to distinguish between NPIs engaged in market
and non-market production as this affects the sector of the
@onomy to which an NPI is allocated. NPIs do not necessarily
engage in non-market production.
NPIs engaged in market production
4.58. Market produceß are producers that sell most or all of their
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output at prices that are @onomically significant-i.e., at
prices which have a significant influence on the amounts the
producers are willing to supply and on the amounts purchasers
wish to buy. Schools, colleges, universities, clinics, hospitals,
etc. constituted as NPIs are market producers when th"y
charge fees which arc based on their production costs and
which are sufficiently high to have a significant influence on
the demand for their services. Their production activities must
generate an operating surplus or loss. Any surpluses th"y
make must be retained within the institutions as their status
prevents them from distributing them to others. On the other
hand, because of their status as "non-profit institutions" they
are also able to raise additional funds by appealing for dona-
tions from persons, corporations or government. In this way,
th"y may be able to acquirc assets which generate significant
property income in addition to their revenues from fees,
thereby enabling them to charge fees below average costs.
However, they must continue to be treated as market produc-
ers so long as their fees are determined mainly by their costs
of production and are high enough to have a significant impact
on demand. Such NPIs are not charities, their real objective
often being to provide educational, health or other services of
a very high quality using their incomes from endowments
'merely to keep down somewhat the high fees they have to
charge.
Market NP/s serving businesses
4.59. Most market NPIs serving businesses are created by associa-
tions of the businesses whose interests they are designed to
promote. They consist of chambers of commerce, agricultural,
manufacturing or trade associations, employers' organiza-
tions, research or testing laboratories or other organizations or
institutes which engage in activities which are of mutual inter-
est or benefit to the group of businesses that control and fi-
nance them. The NPIs often engage in publicity on behalf of
the group, lobby politicians or provide advice or assistance to
individual members in difficulty for one reason or another.
The NPIs are usually financed by contributions or subscrip-
tions from the group of businesses concerned. The subscrip-
tions are treated not as transfers but as payments for services
rendered and these NPIs are, therefore, classed as market pro-
ducers. However, as explained below, when chambers of com-
merce or similar organizations for the benefit of businesses are
controlled and mainly financed by government units, they are
classified as non-market NPIs and allocated to the general
government sector.
NPIs engaged in non-nmrket productiort
4.60. The majority of NPIs in most countries are non-market rather
than market producers. Non-market producers are producers
that provide most of their output to otherc free or at prices
which are not economically significant: that is, at prices which
:: ::: iffi äT.* ;::lil"Ti l; :T::ff :::Tff ;
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buy. Thus, NPIS engaged mainly in non-market production
may be distinguished not only by the fact that they are incapa-
ble of providing financial gain to the units which conhol or
manage them, but also by the fact that th"y must rcly princi-
pally on funds other than receipts from sales to cover their
costs of production or other activities. Their principal source
of fuiance may be regular subscriptiorrs paid by the members
of the association that controls them or transfers or donations
from third parties, including govemment.
4.6L NPIs engaged mainly in non-market pnoduction may be di-
vided into two rnain groups: those NPIs controlled and mainly
financed by government and those NPIs providing non-mar-
ket goods and services to households financed mainly by
transfers from non-govemmental sources-households, cor-
porations or non-residents. The second group are described as
*NPIs serving households" (NPISHs) and constitute a sepa-
rate sector in the System.
NP/s contolled and nminly financed by government
4.62. NPIs controlled and mainly financed by government must be
properly constituted legal entities which exist separately from
goverrlment. In this context, control is to be understood as the
ability to determine the general policy or programme of the
NPI by having the right to appoint the officers managing the
NPI. Such NPIs may be engaged in research or development,
for example, for the benefit of certain groups of producers,
such as farmers. They may also be concerned with the setting
or maintenance of standards in fields such as health, safety, the
environment, accounting, finance, education, etc., forthe ben-
efit of both enterprises and households. Governments find it
appropriate to create NPIs for this purpose, rather than using
agencies of government to carry out the same functions, be-
cause NPIs concerned with public standards may need to be
seen as detached and objective, and not subject to political
pressures. NPIs controlled and financed by government arc al-
located to the general government sector, irrespectively of the
types of institutiohal units that mainly benefit from theiractiv-
ities.
4.63. In some countries, certain legal entities created by government
units may have the characteristics of, and behave like, NPIs
controlled and mainly financed by government units and yet
be fofmally described as "corporations". Such entities mustbe
treated as NPIs whatever their names. In general, the status of
ffi'"'l"T',ll::::::"Tffiä::":lli:;:fl1*,,:äl;
purPose.
NP/s sening households (NPISHs)
4.64. Non-profit institutions serving households (NPISHs) consist
of NPIs which provide goods or services to households free or
at prices that are not economically significant. Two main types
of NPISHs may be distinguished.
4.65. The first type consists of NPISHs which are created by asso-
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ciations of persons to provide goods or, more often, services
primarily for the benefit of the members themselves. The ser-
vices are usually provided free, being financed by regular
membership subscriptions or dues. Th"y include NpIsHs
such as professional or learned societies, political parties,
trade unions, consumels' associations, churches or religious
societies, and social, cultural, r€creational or sports clubs.
Th"y do not include bodies serving similar functions that are
controlled and mainly financed by govemment units, except
that churches are always treated as serving households even
when mainly financed by government units. Political parties
in countries with one-party political systems that are con-
trolled and financed by government units are always included
in the general goverrrment sector.
4.66. ln some communities, NPISHs may be found which do not
possess any legal status or formal articles of association. Th"y
should be treated as NPISHs when they perform the same
kinds of functions as the societies, parties, unions, etc., de-
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scribed above, even if they arc not legally constituted as
NPISHS. However, when groups of households collaborate on
communal construction projects (such as construction of
buildings, roads, bridges, ditches, dykes, etc.), they should be
treated as informal partnerships engaged on own-account con-
struction rather than NPISIIs. NPISFIs should normally have
a continuing role to play and not be deemed to be created for
single projects of limited duration.
4.67. The second type of NPISH consists of charities, rclief or aid
agencies that are created for philanthropic purposes and not to
serve the interests of the members of the association control-
ling the NPISH. Such NPISFIS provide goods or services on a
non-market basis to households in need, including households
affected by natural disasters or war. The resources of such
NPISI{s are provided mainly by donations in cash or in kind
from the general public, corporations or governments. Th"y
may also be provided by transfers from non- residents, includ-
ing similar kinds of NPISHs resident in other countries.
G. The non-financial corporations sector and its subsectorc (S.lll
4.68. Non-financial corporations or quasi -corporations are corpora-
tions or quasi-corporations whose principal activity is the pro-
duction of market goods or non-financial services. The
non-financial corporations sector is composed of the follow-
ing set of resident institutional units:
(a) All resident non-financial corporations, inespectively
of the residence of their shareholders;
(b) All residentnon-financial quasi-corporations including
the branches or agencies of foreign-owned non-finan-
cial enterprises that are engaged in significant amounts
of production on the economic territory on a long-tenn
basis;
(c) All resident NPIs that are market producers of goods or
non -fi nancial services.
4.69. Some non-financial corporations or quasi-corporations may
have secondary financial activities: for example, producers or
retailers of goods may provide consumer credit directly to
theirown customers" As explained more fully below, such cor-
porations or quasi-corporations are nevertheless classified as
belonging in their entirety to the non-financial corporate sec-
tor provided their principal activity is non-financial. Sectors
are groups of institutional units, and the whole of each institu-
tional unit must be classified to one or another sector of the
System even though that unit may be engaged in more than
one type of economic activity.
4.70. The non-financial corporate sector is divided into thrce sub-
sectors on the basis of the types of institutional units that ex-
ercise control over the corporations, quasi-corporations or
market NPIs. While control over corporations mgy be guaran-
teed by owning or controlling a majority of voting shares, it is
usually possible to secure control by owning or controlling
considerably less than half the voting shares, depending upon
the distribution of voting shares among shareholders as ex-
plained earlier. However, as the minimum shareholding that is
sufficient to secure control may vary from corporation to cor-
poration, it is not possible to specify a figure below 50 percent
that is guaranteed to secure control. As a practical guideline,
therefore, it is recommended that control should normally be
attributed to an institutional unit, or organizedgroup of units,
only when they own or control (e.g., through a subsidiary)
morre than 50 per cent of the.voting shares of a corporation un-
less there is other evidence that control is exercised.
The sub-sectors of the non-financial Gorporations $ctol
4.7 L Three sub-sectors are distinguished:
(a) Public non-financial corporations;
(b) National privatenon-financial corporations;
(c) Foreign controllednon-financialcorporations.
Public non-financial corporations (S.1 001 l
4"72. These consist of resident non-financial colporations and
quasi-corporations that are subject to control by government
units, control over a corporation being defined as the ability to
determine general corporate policy by choosing appropriate
:ä:l.JJ:ätrrv' 
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(b) As a result of special legislation, decree or regulation
which empowers the goyernment to determine corpo-
rate policy or to appoint the directors.
4.73. In order to control more than half the shareholders' voting
power, a govemment unit need not own any of the voting
shares itself. For example, a public corporation could be a sub-
sidiary of anotherpublic corporation in which the government
owns a majority of the voting shares. Public quasi-corpora-
tions are quasi-corporations owned directly by government
units.
4.74. hrblic corporations do not include any non-market NPIs con-
trolled and financed by government units, such NPIs being in-
cluded in the general government sector.
National private non-financial corporations (S.1  002)
4.75. These include all resident non-financial corporations and
quasi-corporations that are not controlled by government or
by non-resident institutional units. Such corporations may, or
may not, be controlled by other resident institutional units.
Th"y are simply characterized by the fact that they are not sub-
ject to control by the government orfrom abroad. The sub-sec-
tor also includes market NPIs producing goods or
D. The financial corporations sector and its sub-sectors (S. | 2l
4.77 . The financial corporations sector consists of all resident cor-
porations or quasi-corporations principally engaged in finan-
cial intermediation or in auxili"ry financial activities which
are closely related to financial intermediation. Because finan-
cial intermediation is inherently different from most other
types of productive activity and because of the importance of
financial intermediation in the economy, financial corpora-
tions are distinguished from non-financial corporations at the
first level of sectoring in the System.
l. Financial intermediation
4.78. Financial intermediation may be defined as a productive ac-
tivity in which an institutional unit incurs liabilities on its own
account for the purpose of acquiring financial assets by engag-
ing in financial transactions on the market. The role of finan-
cial intermediaries is to channel funds from lenders .to
borrowers by intermediating between them. Th"y collect
funds from lenders and transform, or repackage, them in ways
which suit the requirements of borrowers. They obtain funds
by incurring liabilities on their own account, not only by tak-
ing deposits but also by issuing bills, bonds or other securities.
Th"y use these funds to acquire financial assets, principally by
making advances or loans to others but also by purchasing
bills, bonds or other securities. A financial intermediary does
not simply act as an agent for other institutional units but
places itself at risk by incuning liabilities on its own account.
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non-financial services: for example, market NPIS engaged in
providing education or health services on a fee-paying basis,
or trade associations serving enterprises.
Foreign controlled non-financial corporations (S.1  003)
4.76. These consist of all resident non-financial corporations and
Quasi-corporations that are controlled by non-nesident institu-
tional units. The sub-sector includes:
(a) All subsidiaries of non-resident corporations (but not
associates of non-resident corporations) ;
(b> All corporations controll"d by a non-tresident institu-
tional unit that is not itself a corporation: for example, a
corporation which is controlled by 
" 
foreign govern-
ment; it also includes corporations controll"d by a group
of non-resident units acting in concert;
(c) All branches or other unincorporated agencies of non-
resident corporate or unincorporated enterprises that are
engaged in significant amounts of production on the
economic territory on a long-term basis and that are,
therefore, treated as resident quasi-corporations.
2. Financial enterprises
4.79. Financial enterprises are defined in the System as enterprises
that are principally engaged in financial intermediation or in
auxiliary financial activities which are closely related to finan-
cial intermediation. They thus include enterprises whose prin-
cipal function is to facilitate financial intermediation without
necessarily engaging in financial intermediation themselves.
Financial enterprises consist of all those enterprises (i.e., insti-
tutional units as distinct from establishments) whose principal
activity is classified under Divisions 65, 66 and 67 of the In-
ternational Standard Industrial Classification of All Economic
Activities (ISIC) Rev.3.
4.80. The provision of services that are auxiliary to financial inter-
mediation may be carried out as second"ry activities of finan-
cial intermediaries or they may be provided by specialist
agencies or brokers. The latter consist of agencies such as se-
curities brokers, flotation companies, loan brokers, etc. There
are also other agencies whose principal function is to guaran-
tee, by endorsement, bills or similar instruments intended for
discounting or refinancing by financial enterprises and also in-
stitutions that arange hedging instruments, such as swapS, op-
tions and futures which have evolved as a result of
wide-ranging financial innovation. These enterprises provide
services which border very closely on financial intermedia-
tion, but they may not constitute true financial intermediation
as the enterprises may not acquire financial assets and put
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themselves at risk by incurring liabilities on their own ac-
count. However, it is becoming increasingly difficult to draw
a clear distinction betw@n true intermediation and certain
other financial activities. The boundary between financial in-
termediation and many of the services which atre auxiliary to
financial intermediation has become rather blurred as a result
of continuous evolution and innovation in financial markets.
4.81. However, this is not the only reason for classifying financial
auxiliaries as financial enterprises in the System. As already
mentioned, corporations whose principal function is financial
intermediation also tend to provide a wide range of auxiliary
services themselves as secondary activities. As a corporation
as a whole has to be allocated to a sector, the auxiliary activi-
ties of financial corporations would fall within the financial
corPorate sector of the System anyway, even if financial aux-
iliaries themselves were to be excluded.
3. Unincorporated financial enterprises
4.82. Individuals or households may engage in financial activities
such as money lending or buying and selling foreign currency.
Unincorporated financial enterprises of this kind are included
in the financial corporations sector only if they qualify as
ProPer fi nanc ia I intermed iaries or au x i I i ari es and as quasi -cor-
porations. In particular, they must have complete sets of ac-
counts that are separable from those of their owners in their
personal capacities. As large unincorporated financial enter-
prises may be subject to government regulation and control,
they may well be obliged to k""p such accounts. However,
money lenders, currency changers and similar individuals en-
gaged in financial activities on a small scale are unlikely to
qualify, in which case they cannot be treated as quasi-corpo-
rations and are not included in the financial corporations sec-
tor.
4.The subsectors of the financiat corporetions rector
4.83. Financial corporations and quasi-corporations are grouped
into the following sub-sectors:
(a) The central bank;
(b) Other depository corporations, of which:
(r) Deposit money corporations;
(t,) Other;
(c) Other financial intermediaries, except insurance corpo-
rations and pension funds;
(d) Financialauxiliaries;
(e) Insurance corporations and pension funds.
4.84. In addition, financial corporations and quasi-corporations
may also be sub-divided according to whether they are subject
to public, private or foreign control as follows:
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(a) Public financial corporations;
(b) National private financial corporations;
(c) Foreigncontrolledfinancial corporations.
The criteria fordetermining control are exactly the same as for
non-financial corporat ions.
4.85. The first level of sub-sectoring the financial corporations sec-
tor is the breakdown into the five categories of financial cor-
poration listed above (central bank, other depository
corporations, etc.), the division between public, private and
forcign controlled corporations being made at the second level
of sub-sectoring. The second breakdown is not relevant to the
central bank The corporations and quasi-corporations which
make up the five sub-sectons at the first level are described
below.
The central bank (S.l21l
4.86. This sub-sector consists of the central bank together with any
other agencies or bodies which regulate or supervise financial
corPorations and which are themselves separate institutional
units. The central bank is the public financial corporation
which is a monetary authority: that is, which issues banknotes
and sometimes coins and may hold all or part of the interna-
tional reserves of the country. The central bank also has liabil-
ities in the form of demand or reserve deposits of other
depository corporations and often government deposits.
4.87. In some countries, some monetary authority-type functions,
such as the maintenance of the international reserves or the
issue of curretrcy, may be carried out by an agency, or agen-
cies, of central government which remain financially inte-
grated with central government and are directly controlled and
managed by govemment itself as a matter of policy. Such
agencies arc not separate institutional units from government
and must, therefore, remain in the general govemment sector.
Other depository corporations (S.1 22)
4.88. This sub-sector consists of all resident financial corporations
and quasi-corporations, except the central bank, whose prin-
cipal activity is financial intermediation and which have lia-
bilities in the form of deposits or financial instruments such as
short-term certificates of deposit which are close substitutes
for deposits in mobilizing financial resourcas and which are
included in measures of money broadly defined.
4.89. Traditionally, money has been interpreted as a financial instru-
ment which may be used as a unit of account, a medium of ex-
change, and a store of value. Anarrow concept of money is one
which focuses on money as an asset which is immediately,
universally and legally accepted as a means of payment. Nar-
row money thercfore consists of cuncncy (including eoin)
plus deposits which are repayable on demand and im-
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ments. ln the pßt, only deposits with certain types of financial
corporations, typically called "banks", were univenally ac-
ceptable for this purpose. However, two developments have
led to the use of a more broadly based concept of money. The
first is that, as a result of incrcasing competition and financial
innovation, banks have been able to offerother kinds of depos-
its or facilities which are very close substitutes for nanow
money and which can be used forpayment purposes with little
or no delay or financial penalty, without being technically
transferable deposits payable on demand. The second is that
deposits with other kinds of financial corporations (not neoes-
sarily describing themselves as "banks") which in the past
may not have been repayable on demand or used as a means
of payment, have become increasingly transferable, again as
a result of financial innovation. Th"y have also become in-
creasingly close substitutes for narrow money on deposit with
banks. A broad concept of money is one which embraces all
these new kinds of deposits and quasi-deposit liabilities of de-
pository corporations. The need for broader measures of
money has been generally accepted for purposes of economic
analysis and policy-making, as relationships previously ob-
served to hold between naffow measures of money and levels
of economic activity have tended to break down.
4.W. Given the wide variation in institutional anangements be-
tween countries whose financial systems and markets are at
different stages of development and also the continuous inno-
vation in financial markets and instruments over time, it is not
possible to provide precise, operational definitions of narow
or broad money which would be appropriate and analytically
useful across a range of different countries and which would
continue to be valid over any long period of time. The System
does not, therefore, attempt to provide such definitions even
though it recognizes the usefulness and importance of the con-
cepts of narrow and broad money themselves.
4.9L As stated above, the sub-sector "other depository corporations"
covers those corporations which have liabilities in the form ofde-
posits orclose substitutes fordeposits which are included in mea-
sures of broad money. "Otherdepository corporations" cannotbe
simply described as "banks", however, because they may possi-
bly include some corporations which may not call themselves
banks, and which may not bepermitted todoso in somecountries,
while some other corporations describing themselves as "banks"
may not in fact be depository corporations as defined above. In
Seneral, there is no one-to-one correspondence between "depos-
itory corporations" and "banks".
4.92. When the financial instruments and arrangements within a
country are such that it is meaningful and analytically useful
to identify a sub-set of depository corporations whose depos-
its conespond to money in the narrow sense, it is recom-
mended that they should be separately identified. This sub-set
is described as "deposit money corporations". It may not al-
ways be feasible, however, to subdivide "otherdepository cor-
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porations" in this w8/, as explained further in paragraph4.94
below.
Deposit money corporations (5. 122 I )
4.93. These consist of resident depository corporations and quasi-
corporations which have any liabilities in the form of deposits
payable on demand, transferable by cheque or otherwise us-
able for making payments. Such deposits are included in the
concept of money in a natrow sense. Thesc corporations in-
clude so-called "clearing banks" which participate in a com-
mon clearing system organizcd to facilitate the hansfer of
deposits between them by cheques or other means.
Other (5.1222)
4.94. These consist of all otherresident depository corporations and
quasi-corporations which have liabilities in the form of depos-
its that may not be readily transferable or in the form of finan-
cial instruments such as short-term certificates of deposit
which are close substitutes for deposits and included in mea-
sures of money broadly defined. These corporations compete
for funds with deposit money corporations in financial mar-
kets even if they are unable, or unwilling, to incur liabilities in
the form of transferable deposits. Th"y may include corpora-
tions described as savings banks (including trustee savings
banks and savings banks and loan associations), credit coop-
eratives and mortgage banks or building societies. It must be
emphasized that such corporations are described in different
ways in different countries and they can only be identified by
examining their functions rather than their names. Th"y may
also include post office savings banks or other savings banks
controlled by the government, provided these are separate in-
stitutional units from government. As a result of financial in-
novation, improved technology in the field of computers and
: :ffiä:ff :';,iil : ;ä:tä: tl 
"ffiä'j;::: ;t, ffiäing take deposits which, although not readily transferable by
traditional methods, may increasingly be used for payments
purposes and be gradually transformed into deposits which
are partially or even wholly transferable without much delay,
difficulty or cost. This simply underlines the difficulty of
drawing a clear distinction between nanow and broad money,
and the fact that the distinction between "deposit money cor-
porations" and "other" depository corporations may be too
blurred to be operational in some countries,
0ther financial intermediaries xcept insurance
corporations and pension funds {S.123}
4.95. This sub-sector consists of all resident corporations and quasi-
corporations primarily engaged in financial intermediation
except depository corporations, insurance corporations and
pension funds. Financial corporations included under the
present heading are those which raise funds on financial mar-
kets, but not in the form of deposits, and use them to acquire
other kinds of financial assets. The types of corporations
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which may be included under this heading arc those engaged
in financing investment or capital formation; for example, in-
vestment corporations, corporations engaged in financial
leasing, hire purchase corporations and other corporations en-
gaged in the provision of personal finance orconsumercredit.
Financial uxiliaries (S. 1241
4.96. This sub-sector consists of all resident corporations and quasi-
corporations engaged primarily in activities closely related to
financial intermediation but which do not themselves perform
an intermediation role. They consist of corporations such as
securities brokers, loan brokers, flotation corporations, insur-
ance brokers, etc. Th"y also include corporations whosc prin-
cipal function is to guarantee, by endorsement, bills or similar
instruments intended for discounting or rcfinancing by finan-
cial corporations, and also corporations which arange h"dg-
ing instruments such as swaps, options, and futures or other
instruments which are continually being developed as a result
of wide-ranging fi nancial innovation.
Insurance corporations and pension funds {S.125}
4.97 . This sub-sector consists of resident insurance corporations
and quasi-corporations and autonomous pension funds. Insur-
ance corporations consist of incorporatd, mutual and other
entities whose principal function is to provide life, accident,
sickness, fire or other forms of insurance to individual institu-
tional units or groups of units.
4.98. The pension funds included here are those which arc consti-
tuted in such a way that they are separate institutional units
from the units which create them. They are established for pur-
poses of providing benefits on retirement for specific groups
of employees. Th"y have their own assets and liabilities and
they engage in financial transactions in the market on their
own account. These funds are organized, and dirccted, by in-
dividual private or government employers, or jointly by indi-
vidual employers and their employees; and the employees
and/or employers make regular contributions. Th"y do not
cover pension arangements for the employees of private or
government entities which do not include a separately organ-
izedfund nor an arrangement organized by a non-government
employer in which the reserves of the fund are simply added
to that employer's own reserves or invested in securities is-
sued by that employer.
5. The sub-sectoring of some special cases
4.99. It is useful to specify the treatment of a numberof special cases
including corporations which lie close to the boundary be-
tween the financial and non-financial corporations sectorrs.
Holding corporations
4.100. As explained earlier in the chapter, holding corporations are
corporations that control a group of subsidiary corporations
and whose principal activity is owning and directing the
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group. Holding corporations arc classified as financial if the
preponderant type of activity of the group of corporations as a
whole is financial. In the absence of suitable information
about the rclative sizes of the subsidiaries, a holding corpora-
tion may be classified as financial if a simple majority of the
corporations it controls are financial. Similarly, financial
holding corporations may be allocated to sub-sectors accord-
ing to the type of financial activity mainly carried out by the
group it controls. For example, if the group of corporations is
mainly concerned with insurance, the holding corporation
will itself be classified in the sub-sector, insurance corpora-
tions and pension funds. If there is no single type of financial
activity which is clearly pt"dominant within the group, the
holding corporation should be classified in the sub-sector,
other financial intermediaries except insurance corporations
and pension funds.
Regulatory bodies
4.101. Bodies which regulate or supervise financial corporations
may be classified as financial or non-financial according to
their status. Such bodies which form part of government and
cannot be treated as separate institutional units-i.e., cannot
be treated as quasi-corporations-must remain in the general
government sector and cannot be allocated to the financial
corporate sector. When such bodies are separate institutional
units they are to be included with the central bank.
Secondary financial activities
4.102. One form of financial innovation has been a substantial
growth in activity of a kind traditionally carried out by, or
through, financial corporations but which may also be done
directly by non-financial enterprises themselves. For exam-
ple, there is a tendency in some countries for producers or re-
tailers of goods to provide consumer credit directly to their
customers. Another example is the tendency for non-financial
enterprises in some countries to raise funds themselves by sell-
ing theirown obligations directly on the money orcapital mar-
kets. However, provided that:
(a) A non-financial enterprise does not create a new institu-
tional unit, such as a subsidiary corporation, to carry out
the financial activity; and
(b) The financial activity remains secondary to the principal
activity of the enterprise;
the enterprise as a whole must continue to be classified as non-
financial. )
4.103. fire same principle applies to the sub-sectoring of financial
corporations. For example, many central banks also engage in
some commercial banking. However, as a single institutional
unit, the central bank as a whole, including its commercial
banking activities, is classified in the sub-sector "central
banks". For the same reason, central bank ormonetary author-
ity-type functions carried out by agencies within the central
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government which are not separate institutional units from
govemment arc not allocated to the central bank sub-sector.
E. The genetal government sector and its subsectors
l. Introduction: gouornmentr ar inttitutional unitr
4.1M. Government units may be described as unique kinds of legal
entities established by political processes which have legisla-
tive, judicial or executive authority over other institutional
units within a given area. Viewed as institutional units, the
principal functions of government are to assume responsibil-
ity for the provision of goods and services to the community
or to individual households and to finance their provision out
of taxation or other incomes; to redistribute income and
wealth by means of transfers; and to engage in non-market
production. In general terms:
(a) A government unit usually has the authority to raise
funds by collecting taxes or compulsory transfers from
other institutional units. In order to satisfy the basic re-
quirements of an institutional unit in the System, a gov-
ernment unit-whether at the level of the nation, a
region or a locality-must have funds of its own either
raised by taxing other units or received as transfers from
other government units and the authority to disburse
some, or all, of such funds in the pursuit of its policy ob-
jectives. It must also be able to borrow funds on its own
account;
(b) Government units typically make three different kinds
of final outlays:
(t) The first group consists of actual or imputed ex-
penditures on the free provision to the community
of collective services such as public administra-
tion, defence, law enforcement, public health, etc.
which, as a result of market failure, have to be or-
ganized collectively by government and financed
out of general taxation or other income;
(rt) The second group consists of expenditures on the
provision of goods or services free, or at prices
that are not economically significant, to individ-
ual households. These expenditures are deliber-
ately incurred and financed out of taxation or
other income by government in the pursuit of its
social or political objectives, even though individ-
uals could be charged according to their usage;
(iii) The third group consists of transfers paid to other
institutional units, mostly households, in order to
redistribute income or wealth.
4.105. Within a single country there may be many separate govern-
ment units when there are different levels of government-
central, state or local government. In addition, social security
funds also constitute government units. These different kinds
of government units arc described later when the sub-sector-
ing of the general government scctor is explained.
Government units as producers
4.106. Government units, like households, may own and operate un-
incorporated enterprises that arc engaged in the production of
goods or services. The extent to which government units de-
cide to engage in production themselves rather than purchase
the goods or services from market producers is largely a matter
of political choice. The fact that governments choose to supply
not only collective services but also many goods and individ-
ual services free, or at prices that are not economically signif-
icant, to households or other units does not require that they
produce them themselves. Even in the case of most collective
services, or so-called "public goods", for which there is mar-
ket failure, governments are obliged only to assume responsi-
bility for organizing and financing their production. They are
not obliged to produce them. However, government units do
usually engage in a wide range of productive activities in prac-
tice, covering not only collective services but also many other
goods and individual services. Because it is largely a matter of
political choice, the range of goods and services produced by
government units varies greatly from one country to another.
Apart from some collective services such as public adminis-
tration and defence, it is therefore difficult to categoizn cer-
tain types of production, such as the production of education
or health services, as intrinsically governmental, even though
they are often produced by government units.
4.107. When a government unit wishes to intervene in the sphere of
production it has three options:
(a) It may create a public corporation whose corporate pol-
icy, including pricing and investment, it is able to con-
trol;
(b) It may create a NPI that it controls and mainly, or en-
tirely, finances;
(c) It may produce the goods or services itself in an estab-
lishment which it owns and which does not exist as a
separate legal entity from the government unit itself.
However, if a government establishment, or group of estab-
lishments engaged on the same kind of production undercom-
mon management,
(a) Charges prices for its outputs that are economically sig-
nificant'
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(b) Is operated and managed in a similar way to a corpora-
tion; and
(c) Has a complete set of accounts that enable its operating
surpluses, savings, assets and liabilities to be separately
identified and measured;
it should be treated as a quasi-corporation. Such quasi-corpo-
rations arc market produceni that arc treated as separate insti-
tutional units from the government units that own them. Th"y
are classified, sectored and sub-sectored in the same way as
public corporations.
4.108. In order to be treated as a quasi-corporation the government
must allow themanagement of the enterprise considerabledis-
cretion not only with respect to the management of the produc-
tion process but also the use of funds. Government
quasi-corporations must be able to maintain their own work-
ing balances and business credit and be able to finance some
or all of their capital formation out of their own savings, de-
preciation reserves or borrowing. The ability to distinguish
flows of income and capital between quasi-corporations and
government implies that their operating and financing activi-
ties cannot be fully integrated with government revenue or fi-
nance statistics in practice, despite the fact that they are not
separate legal entities. The net operating surplus of a govern-
ment quasi-corporation is not a component of government
revenue, and the accounts for government record only the ac-
tual or imputed flows of income and capital between the quasi-
corporation and government.
4.L09. Thus, the producer units that remain integrated with the gov-
ernment units that own them are those that cannot be treated
as quasi-corporations. Such units remain within the general
government sector. They are likely to consist largely, or en-
tirely, of non-market producers: that is, producers most or
all of whose output is supplied to other units free, or at
prices that are not economically significant. In addition to
providing non-market goods or services to the general pub-
lic, such units may include government producers supply-
ing non-market goods or services to other government
units for purposes of intermediate consumption or gross
fixed capital formation: for example, munitions factories,
government printing offices, transport agencies, computer
or communications agencies, etc. In principle, government
units can also be market producers.
4.110. In contrast to output produced for own consumption or own
gross capital formation by market producers, there are usually
no suitable markets whose prices can be used to value govern-
ment non-market output. By convention, therefore, such out-
put is valued by its production costs.
2. Social security funds
4.lll. Social security funds constitute special kinds of institutional
uniüs which may be found at any level of government-cen-
tral, state or local. Before defining social security funds, it is
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necessary to give a brief description of social insurance
schemes in general. Social insurance schemes arc intended to
provide social benefits to members of the communitn or to
groups of individuals such as the employees of an enterprise
and their dependants, out of funds derived mainly from social
contributions. Social security schemes are social insurance
schemes covering the community as a whole or large sections
of the community that are imposed and controll"d by govern-
ment units. Th"y generally involve compulsory contributions
by employees or employers or both, and the terms on which
benefits are paid to recipients are determined by government
writs. The schemes cover a wide variety of programmes, pro-
viding benefits in cash or in kind for old äge, invalidity or
death, survivors, sickness and maternity, work rnjury unem-
ployment, family allowance, health carc, etc. There is usually
no direct link between the amount of the contribution paid by
an individual and the risk to which that individual is exposed.
Social security schemes have to be distinguished from pen-
sion schemes or other social insurance schemes which are de-
termined by mutual agreement between individual employers
and their employees, the benefits being linked to contribu-
tions.
4.112. Social security funds may be distinguished by the fact that
they are separately organized from the other activities of gov-
ernment units and hold their assets and liabilities separately
from the latter. They are separate institutional units because
they are autonomous funds, they have their own assets and li-
abilities and engage in financial transactions on their own ac-
count. However, institutional arangements in respect of
social security differ from country to country and in some
countries they may become so closely integrated with the
other finances of government as to bring into question whether
they should be treated as a separate sub-sector. The amounts
raised, and paid out, in social security contributions and ben-
efits may be deliberately varied in order to achieve objectives
of government policy that have no direct connection with the
concept of social security as a scheme to provide social bene-
fits to members of the community. They may be raised orlow-
ered in order to influence the level of aggregate demand in the
economy, for example. Nevertheless, so long as they remain
separately constituted funds they must be treated as separate
institutional units in the System.
3. The general gouernment sector (S.l3l
4. I 13. The general government sector consists of the following
group of resident institutional units:
(a) All units of central, state or local govemment;
(b) All social security funds at each level of government;
(c) All non-market NPIs that are controlled and mainly fi-
nanced by government units.
The sectordoes not include public corporations, even when all
Institutional units and sectors
the equity of such corporations is owned by government units.
It also does not include quasi-corporations that are owned and
controll"d by govemment units. However, unincorporated en-
terprises owned by government units that are not quasi-corpo-
rations remain integral parts of those units and, therefore, must
be included in the general government sector.
4. Subrcctoru of the general goyornment sector
4.114. Tlvo alternative methods of sub-sectoring the general gov-
ernment sector are proposed in the System. One method is
as follows:
(a) Central government (S.l3l l);
(b) State government (S.l3l2);
(c) Local government (S.l3l3);
(d) Social security funds (S. l3l4).
4.115. The alternative method is as follows:
(a) Central government plus social security funds operating
at the central government level (S. l32l);
(b) State government plus social security funds operating at
the state government level (S.1322);
(c) lpcal government plus social security funds operating
at the local government level (S.1323).
4.116. As explained more fully later, the choice between the two
methods of sub-sectoring depends mainly on the size, or im-
portance, of social security funds within a country and on the
way in which they are managed. In some countries there may
not exist a proper intermediate level of government between
central and local government, in which case the sub-sector
"state government" is not distinguished.
Centraf government (S.1 31 1 )
4.117 . The central government sub-sector consists of the institutional
unit or units making up the central government plus those
NPIs that are controlled and mainly financed by central gov-
ernment.
4.118. The political authority of central governrnent extends over the
entire territory of the country. Central government has there-
fore the authority to impose taxes on all resident and non-res-
ident units engaged in economic activities within the country.
Its political responsibilities include national defence and rela-
tions with foreign governments and it atso seeks to ensure the
efficient working of the social and economic system by means
of appropriate legislation and regulation and also the mainte-
nance of law and order. It is responsible for providing collec-
tive services for the benefit of the community as a whole, and
for this purpose incurs expenditures on defence and public ad-
ministration. In addition it may incur expenditures on the pro-
vision of services, such as education or health, primarily for
the benefit of individual households. Finally, it may make
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transfers to other institutional units-househotds, NPIs, cor-
porations and other levels of government.
4.119. Central government is a large and complex sub-sector in most
countries. It is generally composed of a central group of de-
partments or ministries that make up a single instilutional unit
plus, in many countries, other institutional units. The depart-
rt'rents may be responsible for considerable amounts of expen-
diturc within the framework of the govemment's overall
budget, but they arc nevertheless not separate institutional
units. Each department is not capable of owning assets, incur-
ring liabilities, engaging in transactions, etc., in its own right,
i.e., independently of central government as a whole. It would
not be possible to compile meaningful, or analytically urefuI,
income and accumulation accounts or balance sheets for each
separate department as if it were a single legal entity. In addi-
tion, therc may be agencies of central government with sepa-
rate legal identity and substantial autonomy; they may have
discretion over the volume and composition of their expendi-
tures and may have a direct source of revenue such as ear-
marked taxes. Such agencies are often established to carry out
specific functions such as road construction or the non-market
production of health or education services. These should be
treated as separate institutional units if they maintain full sets
of accounts but are part of the central government sub-sector
if they meet the criteria described in paragraph 4.104.
4.120. The departments of central government are often deliberately
dispersed geographically and located in different parts of the
country but they nevertheless remain parts of a single institu-
tional unit. Similarly, if the central government maintains
branch offices or agencies in different parts of the country to
meet local needs, including military bases or installations
which serve national defence purposes, these must also be
counted as parts of a single institutional unit for central gov-
ernment. However, for purposes of production accounts by
type of productive activity, the establishment is used as the sta-
tistical unit, and producer units located in different regions are
to be treated as different establishments, even though part of a
single institutional unit.
4.121. In some countries, the central government may include units
which engage in financial transactions which in other coun-
tries would be performed by central banks. In particular, units
of central government may be responsible for the issue of cur-
rency, the maintenance of international reserves and the oper-
ation of exchange stabilization funds, and also transactions
with the International Monetary Fund (IMD. When the units
in question remain financially integrated with central govern-
ment and under the direct control and supervision of central
government, they cannot be treated as separate institutional
units. Moreover, whatever monetary authority functions are
carried out by central government are recorded in the govern-
ment sector and not the corporate financial sector. However,
because of the analytical importance which is attached to ob-
taining accounts covering the monetary authorities as a whole,
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and in order to provide linlcs with other statistical systems,
such as the Balance of Paynrents Manual, Government Fi-
tutnce Statistics and Money and funking Srardsrics of the IMF,
it is recommended that the transactions of central government
agencies carrying out monet^ry authority and deposit-taking
functions should be separately identified, so that they can be
combined with those of the central bank and other depository
corporations in special tabulations if desired.
4.122. Finally, it may be noted that social security funds arc treated
in the System as separate institutional units at each level of
government, even though in some countries their finances
may be partially integrated with govemment. Social security
funds are described below. However, trcating social security
funds as separate institutional units does not, of courser pre-
clude them from being included in the same sub-sector as the
govemment units with which they arc associated, and they arc
so included in the alternative method of sub-sectoring the gen-
eral government sector.
State government (S.1 31 2)
4.123. The state government sub-sector consists of state govern-
ments which are separate institutional units plus those NPIs
that are controlled and mainly financed by state governments.
4.124. State governments are institutional units exercising some of
the functions of government at a level below that of central
govenrment and above that of the governmental institutional
units existing at a local level. Th"y are institutional units
whose fiscal, legislative and executive authority extends only
over the individual "states" into which the country as a whole
may be divided. Such "states" may be described by different
terms in different countries. In some countries, especially
small countries, individual states and state governments may
not exist. However, in large countries, especially those which
have federal constitutions, considerable powers and responsi-
bilities may be assigned to state governments.
4.125. A state government usually has the fiscal authority to levy
taxes on institutional units which are resident in, or engage in
economic activities or transactions within, its area of compe-
tence (but not other areas). In any case, in order to be recog-
nized as an institutional unit it must be able to own assets, raise
funds and incur liabilities on its own account. It must also be
entitled to spend or allocate some, or possibly all, of the taxes
or other income that it receives according to its own policies,
within the general rules of law of the country, although some
of the transfers it receives from central government may be
tied to certain specified purposes. It should also be able to ap-
point its own officers, independently of external administra-
tive control. On the other hand, if a regional unit is entirely
dependent on funds from central government, and if the cen-
tral government also dictates the ways in which those funds
are to be spent at the regional level, it should be treated as an
agency of central government rather than as a separate institu-
tional unit.
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4.126. State governments, when they exist, arc distinguished by the
fact that their fiscal authority extends over the largest geo-
graphical areas into which the country as a whole may be di-
vided for political or administrative purposes. In a few
countries more than one level of government exists between
the central government and the smallest govemmental institu-
tional units at a local leveh in such cases, these intermediate
levels of government are grouped together with the level of
government, either state or local, with which they are most
closely associated for purposes of sectoring in the System.
4.127. State governments may own, or control, corporations in the
same way as central government. Similarly, they may have
units which engage in market production, in which case the
rclevant producer units should be treated as quasi-corpora-
tions whenever their operations and accounting records justify
this. Social security schemes may also exist at a state level and
are treated as separate institutional units.
Local government (S.1 31 3)
4.128. The local government sub-sector consists of local govern-
ments that are separate institutional units plus those NPIs
which are controlled and mainly financed by local govern-
ments. In principle, local government units are institutional
units whose fiscal, legislative and executive authority extends
over the smallest geographical areas distinguished for admin-
istrative and political purposes. The scope of their authority is
generally much less than that of central government or re-
gional governments, and they may, or may not, be entitled to
levy taxes on institutional units resident in their areas. Th"y
are often heavily dependent on grants or transfers from higher
levels of government, and they may also act as agents of cen-
tral or regional governments to some extent. However, in
order to be treated as institutional units they must be entitled
to own assets, raise funds and incur liabilities by borrowing on
their own account; similarly, they must have some discretion
over how such funds are spent. They should also be able to ap-
point theirown officers, independently of external administra-
tive control. The fact that they may also act as agents of central
or state governments to some extent does not prevent them
from being treated as separate institutional units provided they
are also able to raise and spend some funds on their own ini-
tiative and own responsibility.
4.129. As they are the government units which are in closest contact
with the institutional units resident in their localities, they typ-
ically provide a wide range of services to local residents, some
of which may be financed out of transfers from higher levels
of government. The same rules govern the treatment of the
production of goods and services by local government units as
are applied to central and state governments. Units such as
municipal theatres, museums, swimming pools, etc., which
supply goods or services on a market basis should be treated
as quasi -corporat ions whenever appropriate. Units supplying
services such as education or heatth on a non-market basis re-
Institutional units and sectors
main an integral part of the local govemment unit to which
th"y belong.
Social security funds (S. I 3l 4l
4.130. The social security funds sub-sector consists of the social se-
curity funds operating at all levels of govemment. As ex-
plained in paragraph I I I above, social security funds arc
social insurance schemes covering the cornmunity as a whole
or large sections of the community that are imposed and con-
trolled by government units.
5. The alternatiye method ol rubrectoring
4.131. The alternative method of sub-sectoring the general govern-
ment sector is to group the social security funds operating at
each level of government with the corresponding government
units and government controlled and financed NPIs at that
level of government. The two alternative methods of sub-sec-
toring are designed to accommodate different analytical
needs. The decision as to which method is more appropriate in
F. The households sector and its sub-sectors
l. tntroduction: households as institutionat units
4.132. For purposes of the System, a household may be defined as:
a small group of persons who share the same liv-
ing accommodation, who pool some, or all, of
their income and wealth and who consume certain
types of goods and services collectively, mainly
housing and food.
4.133.In general, each member of a household should have some
claim upon the collective resources of the household. At least
some decisions affecting consumption or other economic ac-
tivities must be taken for the household as a whole.
4.134. Households often coincide with families, but members of the
same household do not necessarily have to belong to the same
family so long as there is some sharing of resources and con-
sumption. Households may be of any size and take a wide va-
riety of different forms in different societies or cultures
depending on tradition, religion, education, climate, geogra-
phy, history and other socio-economic factors. The definition
of a household which is adopted by survey statisticians famil-
iar with the socio-economic conditions within a given country
is likely to approximate closely to the concept of a household
as defined in the System, although survey statisticians may
add more precise, or operational, criteria within a particular
country.
4.135. Servants or other paid domestic employees who live on the
same premises as their employer do not form part of their
employer's household even though they may be provided with
accommodation and meals as renluneration in kind. Paid do-
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a given country cannot be made a priori. It depends on how
well organized and important social security funds are and on
the extent to which they anr managcd independently of the
government units with which they are associated. If the man-
agement of social security funds is so closely integrated with
the short- or medium-term requirements of the govemment's
general economic policy that contributions and benefits are
deliberately adusted in the interests of overall economic pol-
icy, it becomes difficult, at a conceptual level, to draw any
clear distinction between the management of social security
and the other economic functions of government. Alterna-
tiveln in some countries, social security funds may exist in
only a very rudimentary form. In eitherof thee circumstances
it is difficult to justify treating social security funds as a sepa-
rate sub-sector on a par with central, state and local govern-
ment, and it is more appropriate to use the alternative method
of sub-sectoring in which they arc grouped with the corrc-
sponding government units at each level of government.
mestic employees have no claim upon the collective resources
of their employers' households and the accommodation and
food they consume are not included with their employer's
consumption. Th"y should therefore be treated as belonging
to separate households from their employers.
4.136. Persons living pennanently in an institution, or who may be
expected to reside in an institution for a very long, or indefi-
nite, period of time are treated as belonging to a single institu-
tional household when they have little or no autonomy of
action or decision in economic matters. Some examples of
persons belonging to institutional households are the follow-
ing:
(a) 
*:T:,f';:ilffiff 
riving inmonasteries' con-
(b) Long-term patients in hospitals, including mental hos-
pitals;
(c) Prisoners serving long sentences;
(ö Old persons living perrnanently in retirement homes.
4.137. On the other hand, persons who enter hospitals, clinics, con-
valescent homes, religious retreats, or similar institutions for
short periods, who attend residential schools, colleges or uni-
versities, or who serve short prison sentences hould be treated
as members of the individual households to which they nor-
mally belong.
4.138. Households may engage in any kind of economic activity and
not merely consumption. In this respect, their economic
behaviour may be more varied than that of legal entities whose
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activities may be restricted to the purposes for which they are
created. In particular, members of households play a major
role in production either by operating their own unincorpo-
rated enterprises or by supplying labour to other unincorpo-
rated or corporate enterprises by working as employees. Th"y
lend and borrow funds, and so on. When individual members
of households engage in economic activities, they are treated
as acting on behalf of the households to which they belong and
not as separate entities. Thus, when a member of a household
owns his or her own enterprise, which is not a corporation or
quasi-corporation, that enterprise forms an integral part of the
household itself.
2. Households ar producers
4.139. Production within the household sector takes place within en-
terprises that are directly owned and controlled by members
of households, either individually or in partnership with oth-
ers. When members of households workas employe€s forcor-
porations, quasi-corporations or government, the production
to which they contribute takes place outside the household
sector.
4.140. Producer units within the household sector are all "unincorpo-
rated enterprises", even though this terminology is admittedly
cumbersome when applied to some of the smaller, or highly
specializd, producer units. Nevertheless, the term "unincor-
porated enterprise" emphasizes the fact that the producer unit
is not incorporated as a separate legal entity from the house-
hold itself.
4.141. The fixed and other assets used in unincorporated enterprises
do not belong to the enterprises but to their owners. The enter-
prises as such cannot engage in transactions with other eco-
nomic units. Th"y cannot enter into contractual relationships
with other units nor incur liabilities on their own behalf. Their
owners are personally liable, without limit, for any debts or
obligations incurred in the course of production.
4.142. The owner of a household unincorporated enterprise usually
has a dual role to play: first as the entrepreneur who is respon-
sible for the creation and management of the enterprise and
second as a worker who contributes labour inputs of a kind
which could be provided by paid employees. The establish-
ment of an unincorporated enterprise requires initiative, enter-
prise and capital equipment. Owners, in their capacity as
entrepreneuns, have to raise the necessary finance at their own
risk and on their own personal security; they have to find suit-
able premises and purchase, or lease, whatever capital equip-
ment or materials are needed; and they may also have to
engage and supervise paid employees. In some cases, the prin-
cipal role of an owner is to act in this way as entrepreneur, in-
novator and risk-taker, in which case the surplus from
production which eventually accrues to the owner represents
primarily a return to entrepreneurship. In other cases, the prin-
cipal function of an owner may be to provide labour, often
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highly skilled professional labour, in which case most of the
surplus may, in effect, rcpresent rcmuneration for work done.
4.143. Thus, the surplus arising from the productive activities of a
household unincorporated enterprise usually represents a
mixture of two very different kinds of income, and is, there-
fore, described as "mixed income" instead of "operating sur-
plus" (except for the surplus arising from the production of
own-account housing services). The balance between the re-
turn to entrepreneurship and remuneration for work done may
vary greatly between different kinds of household unincorpo-
rated enterprises but it can be very difficult to make a clearsep-
aration even conoeptually in many cases.
Household unincorporated market enterprises
4.1M. Household unincorporated market enterprises are created for
the purpose of producing goods or services for sale or barter
on the market. Th"y can be engaged in virtually any kind of
productive activity-agriculture, mining, manufacturing,
construction, retail distribution or the production of other
kinds of services. Th"y can range from single persons working
as street traders or shoe cleaners with virtually no capital or
premises of their own through to large manufacturing, con-
struction or service enterprises with many employees.
4.145. Household unincorporated market enterprises also include
unincorporated partnerships that are engaged in producing
goods or services for sale or barter on the market. The partners
may belong to different households. The liability of the part-
ners for the debts of the businesses must be unlimited for the
partnerships to be treated as unincorporated enterprises. How-
ever, unincorporated pafinership" with many partners, such as
some large legal, accounting or architectural firms, are likely
to behave tike corporations and should be treated as quasi-cor-
porations assuming complete sets of accounts are available for
the partnerships. Partnerships whose partners enjoy limited li-
ability are effectively separate legal entities and should be
treated as corporations.
4.146. Some of the outputs of these market producers may be retained
for consumption by members of the household to which the
owner belongs. Such goods or services are included in the out-
puts of the enterprises and in the final consumption of the
households, although it may be difficult to obtain the requisite
data especially if taxes are being evaded in the process. Simi-
larly, buildings or capital equipment may be used partly for
production and partly for consumption. This underlines the
extrcme difficulty of separating unincorporated enterprises
from their owners who are perfectly entitled to use such assets
in any way they choose.
Household enterprises producing for own final use
4.147. These are household enterprises operated primarily for the
purpose of producing goods or certain services for own final
consumption or own gross fixed capital formation. The value
Institutional units and sectors
of their output has to be imputed on the basis of the prices of
similar goods or services sold on the market.
Producers of goods for own firnl use
4.148. Household unincorporated enterprises engaged in the produc-
tion of goods for own final use may consist of:
(a) Subsistence farmers or others engaged in the production
of agricultural goods for their own final consumption;
(b) Households engaged in the construction of their own
dwellings or other structures for their own use, or on
structural improvements or extensions to existing
dwellings or structures;
(c) Households engaged in the production of other goods
for their own consumption such as cloth, clothing, fur-
niture, other household goods, foodstuffs (other than
meals for immediate consumption), etc.
Such enterprises may sell any output that is surplus to their
own requirements, but if they regularly sell most of their out-
put they should be treated as market enterprises. Groups of
households that engage in the communal construction of
buildings, roads, bridges, etc., fortheirown individual orcom-
munity use should be treated as informal partnerships engaged
in non-market production.
Producers of seruices for own final use
4.149. As explained in chapter VI, section 2, only two categories of
services produced by households for own final consumption
are included within the production boundary of the System:(a) 
::T:'":#rffiTfi1''ff l;lil;äTläll:l
::TfiJ||,:j,-duce 
housing services for their own
(b) Domestic services produced by employing paid staff:
households are deemed to own household unincorpo-
rated enterprises in which they employ paid staff-ser-
vants, cooks, gardeners, etc.-to produce services for
their own consumption.
4.150. The production of these services does not generate mixed in-
come. There is no labour input into the production of the ser-
vices of owner-occupied dwellings so that any surplus arising
is operating surplus. There is no surplus generat"d by employ-
ing paid staff as, by convention, the value of the output pro-
duced is assumed to be equal to the value of the compensation
of employees paid to the domestic staff, no other inputs being
recognizeÄ.
3. The household sector and its sub-sectors (S.l4l
4.151. The household sector consists of all resident households. De-
fined as institutional units, households include unincorpo-
rated enterprises owned by households, whether market
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producers or producing for own final use, as integral parts of
those households. Only those household unincorporatcd rnar-
ket enterprises that constitute quasi-corporations arc treated as
separate institutional units.
4.152. The households sector may be divided into sub-sectors on the
basis of the type of income that is the largest souroe of income
for each household or, alternativeln on the basis of other cri-
teria of an economic, socio-econorric or geographical nattrrc.
Differcnt methods of sub-sectoring may be appropriate fordif-
ferent economies and may be needed for different kinds of
analysis and policy-making. While one method of sub-sector-
ing is recommended here that is considered to be useful for
many purposes, statistical authorities are not necessarily ex-
Pected always to choose this particular method and arc ad-
vised to implement the System flexibly with respect to
sub-sectoring the households sector.
4.153. Households may be grouped into sub-sectors according to the
nature of their largest source of income. For this purpose, the
following types of household income need to be distin-
guished:
(a) Entployers' mixed inconrcs: these consist of the mixed
incomes accruing to the owners of household unincor-
porated enterprises with paid ernployees;
(b) Own-account workers'mixed incomes: these consist of
mixed incomes accruing to the owners of household un-
incorporated enterprises without paid employees;
(c) Comperwation of employees;
(ö Property and transfer incomes.
Households are allocated to sub-sectors according to which of
the four categories of income listed above is the largest for the
household as a whole, even if it does not always account for
more than half of total household income. When more than
one income of a given category is received within the same
household-for example, because more than one member
of the householä earns compensation of employees or be-
cause more than one property or transfer income is re-
ceived-the classification must be based on the total
household income within each category. The four sub-sec-
tors are described as follows:
(a) Employerc (S. la I );
(b) Own-account workerc (S.la2);
(c) Employees (S.la3);
(ö Recipients of property and transfer incomes (S. 144).
The em pl oyers' sub-sector cons i sts of the group of households
for which employers'mixed incomes are the largest source of
income for the household. Each of the other three sub-sectors
is defined similarly using the income categories listed earlier,
The distinction between own-account workers and employees
is explained in detail in chapter VII.
4.154. The fourth sub-sector, households for which property and
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transfer incomes make up the largest source of income, con-
stitutes a heterogeneous group and it is recommended that it
should be divided into three further sub-sectors when possi-
ble. These sub-sectors are defined as follows:
(4.1) Recipients of property incomes (S.l44l)
(4.2) Recipients of pensions (S. 1442)
(4.3) Recipients of other transfer incomes (S.1443)
Pension households are households whose largest income
consists of retirement or other pensions, including pensions
from previous employers.
4.155. Other methods of sub-sectoring usually require a reference
person to be identified for each household. The reference per-
son is not necessarily the person that other members of the
household regard as the "head of the household", as the rcfer-
ence person should be decided on grounds of economic im-
portance rather than age or seniority. The reference person
should normally be the person with the largest income at-
though the reference person could also be the person who
makes the major decisions with regard to the consumption of
the household.
4.156. Once a reference person has been identified, it is possible to
group households into sub-sectors on the basis of the reference
person's characteristics. For example, sub-sectors may be de-
fined according to:
(a) Occupation of the reference person;
(b) Industry, if any, in which the reference person works;
(c) Educational attainment of the reference person;
(ö Qualifications or skills possess"d by the reference per-
son.
Each of the criteria listed above providas its own possible
scheme of sub-sectoring. It would also be possible to group
households into sub-sectors according to the main income of
the reference person if, for some reason, it was not possible to
group on the basis of the largest income received by the house-
hold. For this purpose, the same income categories may be
used as those recommended for the household's largest in-
come.
4.157 . Finally, it may be noted that households may be sub-sectored
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using criteria that apply to the household as a whole. For ex-
ample, subsectors may be defined according to:
(a) Size of the total income of the household;
(b) Size of the household as measured by number of per-
' sons;
(c) Tlpe of area in which the household is located.
The last criterion enables households living in agricultural,
urban or metnopolitan areas to be distinguished from each
other, orhouseholds located in different geographical regions.
4.158. Therc are thus many useful ways in which the households sec-
tor may be sub-sectored and statistical agencies are advised to
give due consideration to the various possibilities. Morc than
one method may be adopted if therc is a demand for different
breakdowns of the households sector from different users, an-
alysts or policy makers.
4.159. It is particularly important for many developing countries to
be able to distinguish between the formal and informal sectors
of the economy. The fifteenth International Conference of
l,abour Statisticians (Geneva, January 1993) adopted Resolu-
tion II concerning statistics of employment in the informal
sector. The resolution provides, among otherguidelines, an in-
ternational statistical standard definition of the informal sec-
tor. The relevant paragraphs of the International Conference
of Labour Statisticians'resolution are reproduced in the annex
of this chapter for the benefit of those countries that wish to
introduce the distinction between formal and informal sectors
into their sub-sectoring of the households sector.
4.160. The System has to be applied flexibly, and not rigidly, and the
adaptation of the System to countries in different circum-
stance is the subject of a special chapter. In orderto implement
any of the possible methods of sub-sectoring the households
sector suggested above, individual countries arc obliged to
make their own decisions about what they consider to be the
most relevant classification-for example, with regard to lo-
cation or levels of skill-for which international guidelines
may not be helpful. Thus, the fact that specific classifica-
tions may not be proposed here should not be interpreted
as implying that the characterist ics in question are less
important for purposes of economic analysis and policy-
making.
Institutional units and sectors
G. The non-profit nstitutions erving households sector
4.I6L Non-profit institutions are legal or social entities created for
the purpose of producing goods or services whose status does
not permit them to be a source of income, profit or other finan-
cial gain to the units that establish, control or finance them. Al-
though they may not be a source of profit to other institutional
units, NPIs may nevertheless be market producers if they pro-
vide services for which they charge prices or fees that are eco-
nomically significant-that is, prices which have a significant
influence both on the amounts the producets are willing to
suPPly and on the amounts purchasers wish to buy. NPIS that
are market producers are classified as belonging to one or an-
other of the corporate sectors. lvtarket NPIs include all NPIs
serving enterprises, except those controlled and mainly fi-
nanced by government units. The majority of NPIs, however,
are likely to be non-market producers that provide goods or
services to other institutional units either free or at prices or
fees that are not economically significant.
4.L62. Non-market NPIs may be divided into those controlled and
mainly, or entirely, financed by government units and the re-
mainder. The latter are described as "NPIs serving house-
holds" (NPISHs) and constitute a separate sector within the
System. NPIs serving enterprises belong to the corporate or
H. The rest of the world (S.2)
4.163. For purposes of the System, the rest of the world consists of all
non-resident institutional units that enter into transactions
with resident units, or have other economic links with resident
units. It is not a sector for which complete sets of accounts
have to be compiled, although it is often convenient to de-
scribe the rest of the world as if it were a sector. The accounts,
or tables, for the rest of the world are confined to those which
record transactions between residents and non-residents or
other economic relationships, such as claims by residents on
non-residents, and vice versa. The rest of the world includes
certain institutional units that may be physically located
within the geographic boundary of a country; forexample, for-
eign enclaves such as embassies, consulates or military bases,
and also international organizations.
International organizations
4.1@. Certain international organizations have all the essential attri-
butes of institutional units. The special characteristics of an
"international organization" as this term is used in the System
my be summarized as follows:
(a) The members of an international organization are either
national states or other international organizations
whose members are national states; they thus derive
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general government sectors depending upon whether they are
controlled and mainly financed by government uniti To sum-
marize, thercfore, the sector NPISFIs is defined as the set of all
resident NPIs except:
(a) NPIs that are market producers; and
(b) 
ffiT}äffiH,T;*"troued and mainrv ri-
The NPISHs sector includes the following two main kinds
of NPISHs that provide goods or services to their members
or to other households without charge or at prices that are
not economically significant :
(a) Trade unions, professional or learned societies,
consumets' associations, political parties (except in sin-
gle party states), churches or religious societies (includ-
ing those financed by governments), and social,
cultural, recreational and sports clubs;
(b) Charities, relief and aid organizations financ"d by vol-
untary transfers in cash or in kind from other institu-
tional units.
their authority either directly from the national states
which are their members or indirectly from them
through other international organizations;
Th"y are entities established by formal political agree-
ments between their members that have the status of in-
ternational treaties; their existence is reco gnizedby law
in their member countries;
Because they are established by international agree-
ment, they are accorded sovereign status; that is, inter-
national organizations are not subject to the laws or
regulations of the country, or countries, in which they
are located; they are not treated as resident institutional
units of the countries in which they are located;
International organizations are created for various pur-
poses including, among others, the following types of
activities:
(t) The provision of non-market services of a collec-
tive nature for the benefit of their members;
(ii) Financial intermediation at an international
level-that is, channelling funds between lenders
and borrowers in different countries; an interna-
(b)
(c)
(ö
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tional organization may also act as a central bank
to a group of countries.
4.165. Formal agreements conclud"d by all the member countries of
an international organization may sometimes carry the force
of law within those countries. Most international organiza-
tions are financed wholly or partly by contributions (transfers)
from their member countries, but some organizations may
raise funds in other ways such as borrowing on financial mar-
kets. For purposes of the System, international organizations
are treated as units that are resident in the rest of the world.
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Annex
Extract from the resolution f the fifteenth International Conference
of Labour Statisticians, January 1993, concerning statistics
of employment in the informal sector
Goncept5 (/) 3:äfiä?ffi:"ä*TJffffi':Tffi
or senrices with the primary objective of generating em-
ployment and incomes to the persons concerned. These
units typically operate at a low level of organization,
with little or no division between laborn and capital as
factors of production and on a small scale. I"abour rela-
tions-where th"y exist-are based mostly on casual
employment, kinship or personal and social relations
rather than contractual anangements with formal guqr-
ant@s.
(2) Production units of the informal sector have the charac-
teristic features of household enterpris€s. The fixed and
nr"ffi ":,x#,::#:ffi J:,r:':*:H"äfgage in transactions or enter into contracts with other
units, nor incur liabilities, on theirownbehalf. The own-
ers have to raise the necessary finance at their own risk
and are personally liable, without limit, for any debts or
obligations incurred in the poduction process. Expen-
diture for production is often indistinguishable from
household expenditure. Similarly, capital goods such as
buildings or vehicles may be used indistinguishably for
business and household purposes.
(3) Activities performed by production units ofthe informal
sector are not necessarily performed with the deliberate
intention of evading the payment of taxes or social secu-
rity conhibutions, or infringing labour or other legisla-
tions or administrative provisions. Accordingly, the
concept of informal sector activities should be distin-
guished from the concept of activities of the hidden or
underground economy.
0perational definitions
Informal sector
6. (/) For statistical purposes, the informal sector is regarded
as a group of production units which, according to the
definitions and classifications provided in the United
Nations System of National Accountrs @ev.4), formpart
of the household sector as household enterprises or,
equivalentln unincorporated enterprises owned by
households.
(2) Within the household sector, the informal sector com-
prises (i) 'informal own-account enterprises" as defined
in paragraph 8; and (ii) the additional component con-
sisting of "enterprises of informal employets" as de-
fined in paragraph 9.
(3) The informal sector is defined inespective of the kind of
workplace where the productive activities are carried
out, the extent of fixed capital assets Nd, the duration
of the operation of the enterprise (perennial, seasonal or
casual), and its operation as a main or secondary activity
of the owner.
Informal own-account enterprises
8. (/) Informal own-account enterprises are household enüer-
prises (in the sense of the System of National Accounts)
owned and operated by own-account workers, either
alone or in partnership with members of the same or
other households, which may employ contributing fam-
ily workers and employees on an occasional basis, but
do not employ employ@s on a continuousi basis and
which have the characteristics described in subpara-
graphs 5(1) and (2).
(2) For operational purposes, informal own-account enter-
prises may comprise, depending on national circum-
stances, either all own-account enterprises or only those
which are not registered underspecific forms of national
legislation.
(3) Registration may refer to registration under factories or
conrmercial acts, tax or social security laws, profes-
sional groups' regulatory acts, or similar acts, laws, or
regulations established by national legislative bodies.
(4) Own-account workers, contributing family workers,
employees and the employment of employees on a
continuous basis are defined in accordance with the
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most recently adopted version of the International
Classification of Status in Employment (ICSE).
Enterprises 0f informal employers
9. (/) Enterprises of informal employers are household enter-
:ffi'ä?:'ffi$ff :fff ::::ffr:'"i"JäTl
partnership with members of the same or other house-
holds, which employ one or morie employees on a con-
tinuous basis and which have the characteristics
described in subparagraphs 5(l) and (2).
(2) For operational purposes, enterprises of informal em-
ployers may be defined, dependirg on national circum-
stances, in terms of oneormore of the following criteria:
(r) Size of the unit below a specified level of employ-
ment;
(t0 Non-registration of the enterprise or its em-
ployees.
(3) While the size criterion should preferably refer to the
number of employees ernployed on a continuous basis,
in practice, it may also be specified in terms of the total
number of employees or the number of persons engaged
during the reference period.
(4) The upper size limit in the definition of enterprises of in-
formal employers may vary between countries and
branches of economic activity. It may be determined on
the basis of minimum size requirements as embodied in
relevant national legislations, where they exist, or in
terms of empirically determined norms. The choice of
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the upper size limit should take account of the coverage
of statistical inquiries of larger units in the correspond-
ing branches of economic activity, wherc they exist, in
order to avoid an overlap.
(5) In the case of enterprises which carry out their activities
in morc than one establishment, the size criüerion
should, in principle, rcfer to each of the establishments
separatrely rather than to the enterprise as a whole. Ac-
cordingly, an enterprise should be considered to satisfr
the size criterion if none of its establishmentrs exceeds
the specified upper size limit.
(O Registration of the enterprise may refer to rcgistration
under specific forms of national legislation as specified
in subparagraph 8(3). Employees may be considercd
registered if they are employed on the basis of an em-
ployment or apprenticeship contract which commits the
employer to pay relevant taxes and social security con-
tributions on behalf of the employee or which makes the
employment relationship subject to standard labotrl"J-
islation.
O Employers, employees and the employment of employ-
ees on a continuous basis are defined in accordance with
the most recently adopted version of the International
Classification of Status in Employment (ICSE).
10. For particular analytical purposes, more specific definitions of
the informal sector may be develop"d at the national level by
introducing further criteria on the basis of the data collected.
Such definitions may vary according to the needs of differcnt
users of the statistics.
Establishments and industries
A. lntroduction
5.1. lnstitutional units were defined in chapter IV. The present
chapter, which starts off with a view of institutional units in
their capacity as producers, defines an institutional unit en-
::#t :ääl:3Tä#il[ffiär,T;
were a corporation in the System), a non-profit institution, or
;1.ää::,ffi;:1,T"ffi ii;?iff,,TffT:"trx,x:#.
porated enterprise, however, refers to an institutional unit-a
household or government unit-only in its capacity as a pro-
llff Tff"::iiääi;I#:nilJ:::,-:#}ffi :
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households do not contain an unincorporated
5.2. A single enterprise, especially a large corporation, may en-
gage simultaneously in many different kinds of productive ac-
tivities, there being virtually no upper limit to the size of an
enterprise. If enterprises are grouped together on the basis of
their principal activities, at least some of the resulting group-
ings are likely to be very heterogeneous with respect to the
type of production processes carried out and also the goods
B. Productive activities
5.4. Production in the System, as will be discussed in detail in
chapter VI, consists of processes or activities carried out under
the control and responsibility of institutional units that use in-
puts of labour, capital, and goods and services to produce out-
puts of goods and services. Any such activity may be
described, and classified, with reference to various character-
istics, for example:
Type of goods or services produced as outputs
Tlpe of inputs used or consumed
Technique of production employed
Ways in which the outputs are used.
The same goods or services may be produced using different
methods of production so that there can be no one-to-one cor-
respondence between activities and the goods or services they
produce. Certain types of goods may be produced from quite
different inputs; for example, sugar may be produced from
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and services produced. Thus, for analyro of production in
which the technology of production plays an importantrole, it
is necessary to work with groups of producers who arc en-
gaged in essentially the same kind of production. this requirc-
ment means that some institutional units must be partitioned
into smaller and more homogeneous units, which the System
defines as establishments. Further, the System defines indus-
tries as groups of establishments. In the System, production
accounts and generation of income accounts are compiled for
industries as well as sectors.
5.3. This chapter first discusses productive activity and its classi-
fication in order to lay the ground for defining establishments
and subsequently industries. The definitions that emerge as
well as the underlying definitions of kinds of activities and of
statistical units other than establishments are consistent with
the definitions in the third revision of the International Stan-
dard Industrial Classification of All Economic Activities
(ISIC, Rev.3), published by the United Nations. Any slight dif-
ferences in wording between this chapter and the "Introduc-
tion" to the ISIC are needed to make the definitions clearer in
an SNA context.
sugar cane or from sugar beet, or electricity from coal, oil or
nuclear power stations or from hydroelectric plants. Many
production processes also produce joint products, such as
meat and hides, whose uses are quite different.
l. The classification of activities in the System
5.5. The classification of productive activities used in the System
is ISIC (Rev.3). The criteria used in ISIC to delineate each of
its four levels-Ctass, Group, Division and Section (Thbula-
tion Category)-of the classification are complex. At the Di-
vision and Group levels, substantial weight is placed on the
nature of the good or service that is produced as the principal
product of the activity in question. In this context, this referc
to the physical composition and stage of fabrication of the item
and the needs served by the item. This criterion furnishes the
basis for grouping producer units according to similarities in,
v.
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and linls between, the raw materials consumed and the
sources of demand for the items. As well, two other major cri-
teria are considered at these levels: the uses to which the goods
and services are put, and the inputs, the process and the tech-
nology of production.
5.6. While it is not necessary forpurposes of this chapterto explain
the concept of an activity in any detail, it is necessary to clarify
the fundamental distinction between principal and secondary
activities on the one hand and ancillary activities on the other.
2. Principal recondary and ancillary rctivitier
Principal activities
5.7. The principal activity of a producer unit is the activity whose
value added exceeds that of any other activity carried out
within the same unit. (The producer unit may be an enterprise
or an establishment as defined below.) The classification of
the principal activity is determined by reference to ISIC, first
at the highest level of the classification and then at more de-
tailed levels. The output of the principal activity-its principal
product and any by-products (i.e., a product necessarily pro-
duced together with principal products)-must consist of
goods or services that are capable of being delivered to other
units even though they may be used for own consumption or
own capital formation.
Secondary activities
5.8. A second"ty activity is an activity carried out within a single
producer unit in addition to the principal activity and whose
output, like that of the principal activity, must be suitable for
delivery outside the producer unit. The value added of a sec-
ondary activity must be less than that of the principal activity,
by definition of the latter. The output of the secondary activity
nXälHfi'*:l:,y'o 
producer units produce at reast
Ancillary activities
5.9. The output of an ancillary activity is not intended for use out-
side the enterprise. An ancillary activity is a supporting activ-
ity undertaken within an enterprise in order to create the
conditions within which the principal or secondary activities
can be carried out. Before trying to give more precision to the
concept of an ancillary activity, it is useful to illustrate the
kinds of activities that may be ancillary:
(a) 
:#Jrt"::ords, 
files or accounts in written form or on
(b) Communicating in written form or by telephone, telex,
:"*ffif: 
computer links, etc., or by messeneeß,
(c) Purchasing of materials and equipment;
(ö Hiring, training, managing and paying employees;
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(e) Storing materials or equipment: warchousing;
A Transporting goods or persons inside or outside the pro-
ducer unit;
(g) homoting sales;
(h) Cleaning and maintenance of buildings and other shuc-
tures;
(r) Repairing and servicing machinery and equipment;
A Providing security and surveillance.
5.10. In addition to the defining characteristic that they provide sup-
port for the principal, or secondary activities, ancillary activ-
ities have certain common characteristics rclated to their
output. These additional characteristics include :
(a) Ancillary activities typically produce outputs that are
commonly found as inputs into almost any kind of pro-
ductive activity;
(b) Ancillary activities produce services (and, as excep-
tions, goods provided that they do not become a physical
fffi:f 
output of the principal or secondarv activitv)
(c) The value of an individual ancill^ry activity's output is
5jl j:f":H l[:Tü*"lj::: of the principar or
5.1l. The defining characteristic is by no means sufficient to iden-
tify an ancillary activity: there are many kinds of activities
whose outputs are entirely consumed within the same enter-
prise but which could not possibly be considered as ancill"ty.
The characteristic that ancillary activities tend to be found in
any productive activity is related to the characteristic that an-
cillary activities produce services as output. Individual goods
are not commonly used as inputs in the same way as services
such as accounting, transportation or cleaning. For example,
an enterprise may produce milk, all of which is processed into
butter or cheese within the same enterprise. However, milk
production cannot be considered an ancillary activity, because
milk is an unusual kind of input found only in special types of
productive activity. In general, goods that become embodied
in the output of the principal or secondary activities cannot be
outputs of ancill"ry activities.
5.12. Certain activities, although common,'arcnot so common as to
be considered ancillary. Many enterprises produce their own
machinery and equipment, build their own structures and
carry out theirown research and development. Theseactivities
are not to be treated as ancill"ty, whether carried out centrally
or not, as they arc not found frequently and extensively in all
kinds of enterprises, small as well as large.
5.13. By definition, an ancillary activity is not undertaken for its
own sake but purely in order to provide supporting services for
the principal or secondary activities with which it is associ-
ated. Therefore, both the System and ISIC treat ancillary ac-
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tivities as integral parts of the principal orsecond"ry activities
with which th"y arc associated. As a result:
(a) The output of an ancillary activity is not explicitly rec-
ognized and recorded separately in the system. It fol-
lows that the use of this output is also not recorded;
(b) All the inputs consum"d by an ancill"ry activity-ma-
terials, labour, consumption of fixed capital, etc.-ar€
ffi :f,I#ä:"'ltotheprincipalorsecondarvactivitv
(c) It is not possible to identify the value added of an ancil-
lary activity because that value added is combined with
the value added of the principal or second"ry activity.
Thus, the production accounts of the System provide no direct
information about the incidence or range of ancillary activities
carried out within producer units. Their existence can only be
inferred by studying the structure of the inputs consum"d by
producers.
Changes in ancillary activities
5.14. In some cases an enterprise may have a choice between engag-
ing in ancillary activities which provide supporting services
for its principal or secondary activities or purchasing such ser-
vices on the market from specialist service producers. In addi-
tion to the obvious difficulty of separating many ancillary
activities from the associated principal and secondary activi-
ties, the choice may be restricted by the fact that, in practice,
C. Partitioning enterprises into more homogeneous units
5.L7 . As already stated, "enterprise" is the term used in the System
to describe an institutional unit in its capacity as a producer of
goods and services. An enterprise may, therefore, be any of the
folowing kinds of producer units:
A corporation or quasi-corporation
An unincorporated enterprise
An NPI.
5.18. Although it is possible to classify enterprises according to
their principal activities using the ISIC and to group them into
"industries", some of the resulting "industries" are likely to be
very heterogeneous because some enterprises may have sev-
eral secondary activities which are quite different from their
principal activities. In order to obtain groups of producers
whose activities are more homogeneous, enterprises have to
be partitioned into smaller and more homogeneous units.
t. Kinüof-activity units
5.19. One way to partition an enterprise is by reference to activities.
Aunit resulting from such a partitioning is called a kind-of-ac-
tivity unit, defined as an enterprise, or a part of an enterprise,
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therequisitesewices ate often not readily available intheright
quantities on local markets.
5.15. An ancillary activity may grow to the point that it has the ca-
pacity to provide scrvices outside the enterprise. Forexample,
a computer processing unit may develop in-housc capabilities
for which there is an outside demand. When an activity starts
to provide services to outsiders, that part which poduces out-
put for sale has to be treated as second"ry rather than ancillary.
The role of ancillary activities in the economic system
5.16. As the existence of ancillary activities is not explicitly recog-
nizcd in the System or in pnoduction statistics generally, it is
difficult to obtain information about their role in the eeonomy.
For example, it is difficult to know how much output th"y pro-
duce, how many persons arc engaged in such activities, how
many nesources they consume, etc. This may be regarded as a
serious disadvantage for certain purposes, such as analysing
the impact of "information technology" on productivity when
the processing and communication of information are typical
ancillary activities. However, it would be difficult and costly
to obtain detailed information about the entire range of ancil-
l"ry activities undertaken within producer units. Moreover,
the values of their outputs would all have to be imputed. How-
ever, for some types of analysis it may be useful and necessary
to estimate and record these activities separately (see chapter
xxr).
which engages in only one kind of (non-ancillary) productive
activity or in which the principal productive activity accounts
for most of the value added. Each enterprise must, by defini-
tion, consist of one or more kind-of-activity units. When par-
titioned into two or more kind-of-activity units, the resulting
units must be mqre homogeneous with respect to output, cost
structure and technology of production than the enterprise as
a whole.
2. Local units
5.20. Enterprises often engage in productive activity at more than
one location, and for some purposes it may be useful to parti-
tion them accordingly. Thus, a local unit is defined as an en-
terprise, or a part of an enterprise, which engages in productive
activity at or from one location. The definition has only one
dimension in that it does not refer to the kind of activity that is
carried out. Location may be interpreted according to the pur-
pose-narrowly, such as a specific address, or mone broadly,
such as within a province, state, county, etc.
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3. Ertablishmontr
5.2L The establishment combines both the kind-of-activity dimen-
sion and the locality dimension. An establishment is defined
as an enterprise, or part of an enterprise, that is situated in a
single location and in which only a single (non-ancillary) pro-
ductive activity is carried out or in which the principal produc-
tive activity accounts for most of the value added.
5.22. Although the definition of an establishment allows forthe pos-
sibility that there may be one or more secondary activities car-
ried out, they should be on a small scale compared with the
principal activity. If a secondary activity within an enterprise
is as important, ornearly as important, as the principal activity,
then that activity should betreated as taking place within a sep-
arate establishment from that in which the principal activity
takes place. The definition of an establishment does not permit
an ancill"ry activity to constitute an establishment on its own.
5.23. Thus, establishments are designed to be units which provide
data that are more suitable for analyses of production in which
the technology of production plays an important role. How-
ever, it may still be necessary to transform the resulting data
subsequently for purposes of input-output analysis, as ex-
plained briefly below in describing the unit of homogeneous
production and in more detail in chapter XV.
5.24. In practice, an establishment may usually be identified with an
individual workplace in which a particular kind of productive
activity is carried out: an individual farm, mine, quarry, fac-
toty, plant, shop, store, construction site, transport depot, air-
pofr, garage, bank, office, clinic, etc. It is important to
remember, however, that ancillary activities are not separately
distinguished and recorded in the System so that repair shops,
sales departments, accounts departments, computing depart-
ments, etc., whose activities are ancillary in nature are not
treated as separate establishments.
The data for establishments
5.25, Establishments are conceptually quite distinct from institu-
tional units. If an institutional unit contains only a single es-
tablishment, the two units coincide in the sense that the
production account for the establishment is the same as that for
the institutional unit. However, an establishment as such is not
an institutional unit of the System, engaging in transactions on
its own account, incurring liabilities, entering into contracts,
and so on. For example, the purchases and sales associated
with the productive activities of an establishment are actually
made by the institutional unit to which it belongs and not by
the establishment itself. It is not possible, therefore, to envis-
age a complete set of accounts, including balance sheets,
being compiled for an establishment, not because of practical
data difficulties but because an establishment is not an entity
capable of owning goods or assets in its own right or capable
of reseiving or disbursing income, etc.
5.26. The only data which can meaningfully b" compiled for an es-
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tablishment rclate to its production activities. They includethe
following:
(a) The items included in the production account and the
generation of income accounti
(b) Statistics of numbers of employ@s, types of employees
and hours worked;
(c) Estimates of the stock of capital and land used;
(ö Estimates of changes in inventories and gncss fixed cap-
ital formation undertaken.
5.27. The compilation of a production account and a generation of
income account implies that it must be feasible to calculate
output and intermediate consumption and thus value added
and also compensation of employees, taxes on production and
imports, subsidies and the operating surplus/mixed income. In
principle, it must be feasible to collect at least the above kinds
of statistics for an establishment, even if they may not always
be available, or needed, in practice.
Application of the principles in specific situations
5.28. The application of the principles given above for partitioning
an enterprise into establishments is not always straightfor-
ward. This section discusses several situations in which the or-
ganization of production is such that the application is
particularly difficult.
Central ancillnry activities
5.29. When the production of an enterprise takes place in two or
more different establishments, certain ancillary activities may
be carried out centrally for the benefit of all the establishments
collectively. For example, the purchasing, sales, accounts,
computing, maintenance or other departments of an enterprise
may all be the responsibility of a head office which is located
separately from the establishments in which the principal or
secondary activities of the enterprise are carried out. In such a
case the entire costs of the central ancillary activities must be
distributed over the establishments which they serye, for ex-
ample in proportion to the latters'outputs or costs, and added
to the latters'own costs.
Establishments within integrated enterprises
5.30. A horizontally integrated enterprise is one in which several
different kinds of activities which produce differcnt kinds of
goods or services for sale on the market are carried out in par-
allel with each other. It follows from the definition of an estab-
lishment that a separate establishment should normally be
identified for each differcnt kind of activity.
5.31. A vertically integrated enterprise is one in which different
stages of production, which are usually carried out by differcnt
enterpriSs, are carried out in succession by different parts of
the same enterprise. The output of one stage becomes an input
into the next stage, only the output from the final stage being
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actually sold on the market. There are numerc)us examples of
vertically integrated enterprises.
5.32. For example, an enterprise may usc its own fishing fleet to
catph the fish it then processes into f,rozen or canned food
products, i.o., manufactured products. Similarly, an enterprise
may have its own plantations on which it grows the tea it then
processes and blends into packages of tea for sale to final con-
sumers. A manufacturcr of bricks may process clay mined
from its own quarries. A striking featurc of the examples just
given is that the vertical integration extends beyond differcnt
stages of manufacturing by integrating fishing, agriculturc, or
mining with manufacturing. However, vertical integration is
also very conrmon within manufacturing, while some types of
vertical integration do not involve manufacturing.
5.33. From an accounting point of view it can be difficult to partition
a vertically integrated enterprise into e.stablishments because
values have to be imputed for the outputs from the earlier
stages of production which are not actually sold on the rnarket
and which become intermediate inputs into later stages. Some
of these enterprises may record the intra-enterprise deliveries
at prices that reflect market values, but others may not. Even
if adequate data are available on the costs incurred at each
stage of production, it may be difficult to decide what is the
appropriate way in which to allocate the operating surplus of
the enterprise among the various stages. One possibility is that
a uniform rate of profit could be applied to the costs incurred
at each stage.
5.34. Despite the practical difficulties involved in partitioning ver-
tically integrated enterprises into establishments, it is recom-
mended that when a vertically integrated enterprise spans two
or more headings at the first level of breakdown of the ISIC,
at least one establishment must be distinguished within each
heading. The first breakdown of activities in the ISIC cone-
sponds to broad industry groups such as agriculture, fishing,
mining and quarrying, manufacturing, etc.
Establßhnrcnts owned by general government
5.35. Government units, especially central governments, may be
particularly large and complex in terms of the kinds of activi-
ties in which they engage. The principles outlined above have
to be applied consistently and systematically to government
units. The procedures to be followed when dealing with the
l#;::.'i,t#;:: 
units owned bv government mav be
5.36. An unincorporated enterprise owned by government may be
a market producer that sells or otherwise disposes of all or
most of its output on the market at prices that are economically
significant. For example, a municipal swimming pool or a
govemment publishing office may be a market producer. Such
an enterprise may be treated as a quasi-corporation if it is in-
dependently managed and if its accounts permit its income,
saving and capital to be measured separately from government
so that flows of income, or capital, between the unit and gov-
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ernment can be identified. If it is treated as a quasi-oorpora-
tion, it ceases to be part of the govemment sector and is heated
with respect to partitioning into establishments in the sarne
way as a publicly owned corporation. Market producers
owned by government which afie not quasi-corporations
should be partitioned into two or moüe separaüe stablishments
if they are engaged in two or morc different kinds of activitie
or if they are situated in two or more different locations.
5.37. An unincorporated enterprise owned by government may be
a non-market producer that suppties output fr@ or at prices
that arc not economically significant. Adistinction needs to be
drawn between non-market producers owned by government
which deliver final goods or services to the community or to
individual households and those which pr,oduce goods or ser-
vice for usc by other government units.
5.38. Non-market producer providing final goods or services-
such as public administration, defence, health and educa-
tion-should be partitioned into mtablishments using the
activity classification given in Divisions 75, 80, 85 and 90 of
the ISIC. Agencies of central government may be dispersed
over the country as a whole in which case it will be necessary
to distinguish different establishments for activities which are
carried out in different locations"
5.39. Non-market producers which supply goods or services to
other government agencies or departments should be treated
as follows:
(a) When a government agency supplies goods to other
government agencies it must be treated as a separate es-
tablishment and classified under the appropriate head-
ing of ISIC. This applies to the production of munitions
or weapons, printed documents or stationery roads or
other structures, etc. The units must always be identified
as separate establishments for two reasons. First, a gov-
ernment which produces its own weapons to supply to
its own armed forces is, in effect, a vertically integrated
enterprise which spans two or more headings at the first
level of ISIC. Therefore, at least one separate establish-
ment must be distinguished in each heading. The same
argument applies to a government printing office and
other goods producers owned by government. Sec-
ondly, except as noted earlier with respect to goods that
do not become a physical part of a principal or second-
ary product, production of goods is not considered an-
cillary activity. An activity which supplies goods to an
establishment producing services should be treated as a
separate e"stabl i sh ment ;
(b) The situation of government agencies supplying sup-
porting services-for example, transport pools and
computing departments-to other government agen-
cies is less clear. Normally it will be appropriate to
treat them as ancillary activities whose costs are to be
distributed over the various establishments which
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they serve in proportion to the latters'own costs. How-
ever, exceptions to this general principle may be en-
visaged in the case of very large special ized agencies
serving central government as a whole-forexample,
D. lndustries
5.40. Industries are defined in the System in the same way as in
ISIC: an industry consists of a group of establishments en-
gaged in the satne, orsimilar, kinds of activity. At the most de-
tailed level of classification, an industry consists of all the
establishments falling within a single Class of ISIC and which
are thercfore all engaged on the same activity as defined in the
ISIC. At higher levels of aggrcgation corresponding to the
Crroups, Divisions and, ultimately, Sections ofthe ISIC, indus-
tries consist of groups of establishments engaged in similar
types of activities.
l. Market, own account and othor non-markst producorr
5.4L The term "industry" is not reserved for market producers. An
industry as defined in the ISIC and the present version of the
System, consists of a group of establishments engaged in the
same type of productive activity, whether the institutional
units to which they belong are market producers or not. The
distinction between market and other production is a differcnt
dimension of productive-and, more broadly, economic-ac-
tivity. For example, the health industry in a particular country
may consist of a group of establishments, some of which arc
market producers while others arre non-market producers that
provide their services free or at prices that are not economi-
cally significant. Because the distinction between market and
otherkinds of production is based on a differcnt criterion from
the nature of activity itself, it is possible to cross-classify es-
tablishrnents by type of activity and by whether they produce
market, own-account or other non-market output. Thus, there
is no difficulty about separating market from other production
within the same industry, if desired.
2. Indurtrier and products
5.42. As alrcady mentioned, a one-to-one correspondence does not
E. Units of homogeneous production
5.45. In most fields of statistics the choice of statistical unit, and
methodology used, are strongly influenc"d by the purposes for
which the resulting statistics are to be used. Aunit which is de-
fined in such a way that it would be optimal for a particular
type of analysis is described as an "analytical unit".
5.46. For purposes of input-output analysis, the optimal situation
would be one in which each producer unit were engaged in
only a single productive activity so that an industry could be
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a vet;u large computer or communications agency-
which may be so large that it is appropriate to treat it as
a separate establishment.
exist between activities and products and hence between in-
dushies and products. Certain activities produce more than
one product simultaneousln while the same product may
sometimes be produced by using differcnt techniques of pro-
duction.
5.43. When two or morc products arc produced simultaneously by
a single productive activity th"y are *joint products-. Exam-
ples ofjoint products arc meat and hides @uced by slaugh-
tering animals or sugar and molasses produced by rcfining
sugar canes. The by-product from one activity may also be
produced by other activities, but therc are examples of by-
products, such as molasses, which are produced exclusively
as the by-products of one particular activity.
5.44. The relationship between an activity and a product classifica-
tion is exemplified by that between the ISIC and Central Prod-
uct Classification (CPC) of the United Nations. The CPC is the
classification of products in the System. It is a classification
based on the physical characteristics of goods or on the nature
of the services rendered. However, each type of good or ser-
vice distinguished in the CPC is defined in such a way that it
is normally produced by only one activity as defined in ISIC.
Conversely, each activity of the ISIC is defined in such a way
that it normally produces only one type of product as defined
in the CPC (where each type of product may have a number of
individual products coded under it). So far as is practically
possible, an attempt is made to establish a one-to-one cor-
respondence between the two classifications, each cate-
gory of the CPC being accompanied by 
" 
reference to the
ISIC class in which the good or service is mainly produced.
However, such a one-to-one correspondence is not always
possible. In practice, therefore, the output of an industry no
matter how nal?owly defined, will tend to include more
than a single product.
formed by grouping together all the units engaged in a partic-
ular type of productive activity without the intrusion of any
secondary activities. The appropriate analytical unit for pur-
poses of input-output analysis is, therefore, a "unit of homo-
geneous prrcduction", which may be defined as a producer unit
in which only a single (non-ancillary) productive acti.rity is
carried out. If a producer unit carries out a principal activity
and also one ormore secondary activities, it will bepartitioncd
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into the same number of unitrs of homogeneousl poduction. If
it is desired to compile production accounts and input-output
tables by rcgion, it is necessary to treat units of homogeneous
production located in different places as separate units even
though they may be engaged in the same activity and belong
to the same institutional unit.
5.47. Although the unit of homogeneousi production may be the op-
timal unit for purposes of certain kinds of analysis, particu-
larly input-output analysis, it may not always be feasible to
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partition establishments otr even etablishments with ono or
morc secondary ptductive activities into a series of mutualli
exclusive units of homogeneous production. ln situations of
this kind, it will not be possible to collect directly from the en-
terprise orestablishment the accounting data corresponding to
units of homogeneous production. Such data may have to be
estimated subsequently by hansforming the data supplied by
enterprises on the basis of various assumptiorrs orhypotheses.
These are discussed in chapter XV.

Vl. The production account
A. Introduction
6.1. the production account is the first in the sequence of accounts
compiled for institutional units, sectors and the total economy.
fire incomes generated by production are caried forward into
subse4uent accourts so that the way in which the poduction
account is compiled can exert a considerable influence on the
System. In any case, information about production is ex-
tremely important in its own right. It is therefore necessary to
spell out in some detail exactly how production is measured in
the System.
6.2. Pnoduction accounts are compiled for establishments and in-
dustries as well as for institutional units and sectors. Basic
concepts such as output or intermediate consumption have,
thereforc, to be defined and measured in the same way
whether they appear in the production account for industries
or sectors. Overall numerical consistency requires that the out-
put of an institutional unit engaged in production-that is, an
enterprise-should be equal to the sum of the outputs of the
individual establishments of which it is composed. As these
outputs include deliveries of goods or services to other estab-
lishments belonging to the same enterprise, such inter-estab-
lishment deliveries are counted as part of the output of the
enterprise as a whole even though they do not leave the enter-
prise.
6.3. The production account for institutional units and sectors is
illustrated in table 6.1. It contains only three items apart from
the balancing item. The output from production is recorded
under resources on the right-hand side of the account. This
item D"y, of course, b disaggregated to distinguish differcnt
kinds of output. For example, non-market output should be
shown separately from market output in the sector accounts,
B. Production
l. Production aE an economic activity
6.6. Production can be described in general terms as an activity in
which an enterprise uses inputs to produce outputs. However,
it is necessary to specify what is meant by "input" and "out-
put" to make such a description more operational. The eco-
nomic analysis of production is mainly concerned with
activities that produce outputs of a kind that can be delivered
when possible. The inputs reorded under uses on the left-
hand side of the ac@unt consist of intcrmediate consumption
and sonsumption of fixed capital. Both of thee may alsö be
disaggregatcd.
6.4. Most of this chapter is concerned with defining and describing
the three basic elements-output, intermediate consumption
and consumption of fixed capital-that enter into the produc-
tion account. The balancing item in the production account is
value added. It can be measured either gross or net: that is, be-
fore or after deducting consumption of fixed capital:
(a) Gross value added is defined as the value of output less
the value of intermediate consumption;
(b) Net value added is defined as the value of output less the
values of both intermediate consumption and consump-
tion of fixed capital.
6.5. As value added is intended to measure the additional value
created by a process of production, it ought to be measured net,
since the consumption of fixed capital is a cost of production.
However, as explained latet consumption of fixed capital can
be difficult to measure in practice and it may not always be
possible to make a satisfactory estimate of its value and hence
of net value added. Provision has therefore to be made for
value added to be measured gross as well as net. It follows that
provision has also to be made for the balancing items in sub-
sequent accounts of the System that depend upon value
added-operating surplus, mixed income, balance of primary
incomes, etc.-to be measured gross or net of the consump-
tion of fixed capital.
or provided to other institutional units. Unless outputs are pro-
duced that can be supplied to other units, either individually
or collectively, there can be no division of labour, no special-
ization of production and no gains from trading. There are two
main kinds of output, namely goods and services, and it isnec-
essary to examine theircharacteristics in orderto be able to de-
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Production account
lineate activities that are productive in an qeonomic sensc
from other activities.
Goods and services
Goods
6.7. Goods are physical objects for which a demand exists, over
which ownership rights can be established and whose owner-
ship can be transfened from one institutional unit to another
by engaging in transactions on markets. They are in demand
because th"y may be used to satisfy the needs or wants of
households or the community or used to produce other goods
or services. The proCuction and exchange of goods are quit,e
separate activities. Some goods may never be exchanged
while others may be bought and sold numerous times. The
separation of the production of a good from its subsequentsale
or resale is an economically significant characteristic of a
good that is not shared by 
" 
service.
Seruices
6.8. Services are not separate entities over which ownership rights
can be established. They cannot be traded separately from
their production. Services are heterogeneous outputs pro-
duced to order. and typically consist of changes in the condi-
tions of the consuming units realized by the activities of
producers at the demand of the consumers. By the time their
production is completed they must have been provided to the
consumers.
6.9. The production of services must be confined to activities that
are capable of being carried out by one unit for the benefit of
another. Otherwise, service industries could not develop and
there could be no markets for services. It is also possible for a
unit to produce a service for its own consumption provided
that the type of activity is such that it could have been carried
out by another unit.
6.10. The changes that consumers of services engage the producets
to bring about can take a variety of different forms-in partic-
ular:
(a) Changes in the condition of the consumer's goods: the
producer works directly on goods owned by the con-
sumer by transporting, cleaning, repairing or otherwise
transforming them;
(b) Changes in the physical condition of perons: the pro-
ducer transports the persons, provides them with ac-
commodation, provides them with medical or surgical
treatments, improves their appearance, etc.;
(c) Changes in the mental condition of persons: the pro-
ducer provides education, information, advice, enter-
tainment or similar services;
@ Changes in the general economic state of the institu-
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tional unit itsclf: the producerprovidcs insurance, finan-
cial intermediation, protection, guarantoes, etc.
6.1l. The changes mey be temporary or Permenent. For example,
medical or education scrvices may result in permanent
changes in the condilion of the oon$rmerc from whichbenefitrs
msy be derived ove,r many years. In general, ttre changes may
be presumed to be improvements, as setrvices are produced at
the demand of the consumers. The improvements usually be-
some embodied in the persons of the oonsumers or the goods
they own and are not separate entities that belong to the pro-
duce,r. Such improvements cannot be held in inventory by the
producer or haded separately from their production.
6.12. A single process of production may provide services to a
group of persons, or units, simultaneously. For example,
groups of persons or goods belonging to different institutional
units may be transported together in the same plane, ship, hain
or other vehicle. People may be instructed or entertained in
groups by attending the same class, lecture or performarce.
Certain services are provided collectively to the community as
a whole, or large soctions of the community: for example, the
maintenance of law and order, and defence.
6.13. There is a group of industries generally classil"d as service
industries that produce outputs that have many'of the charac-
teristics of goods, i.e., those industries concerned with the pro-
vision, storage, corrmunication and dissemination of
informatiön, advice and entertainment in the broadest sense of
those terms-the production of general or specialized infor-
mation, news, consultancy rePoß, computer Programs, mov-
ies, music, etc. The outputs of these industries, over which
ownenship rights may be established, are often stored on phys-
ical objects-päper, tapes, disks, etc.-that can be traded like
ordinary goods. Whether characterized as goods or servises,
the.se products possess the essential common characteristic
that they can be produced by one unit and supplied to another,
thus making possible division of labour and the emergence of
markets.
2. The production boundary
6.14. Given the general characteristics of the goods and services
produced as outputs, it becomes possible to define production.
A general definition of production is given first, followed by
the rather more restricted definition that is used in the System.
The general production boundary
6.15. Economic production may be defined as an activity canied out
underthe control and responsibility of an institutional unit that
uses inputs of labour, capital, and goods and services to pro-
duce outputs of goods or services. There must be an institu-
tional unit that assumes responsibility for the process and
owns any goods produced as outputs or is entitled to be paid,
or otherwise compensated, for the services provided. Apurely
natural process without any human involvement or dirpction
System of National Accounts 1993
is not production in an @onomic sensie. For example, the un-
managed grou/th of fish stocks in international wates is not
production, whereas the activity of fish farming is production.
6.16. While production proccsses that p,roduce goods can be identi-
fied without difficulty, it is not always so easy to distinguish
the production of services from other activities that may be
both important and beneficial. Activities that arc not produc-
tive in an economic sense include basic human activities such
as eating, drinking, sleeping, taking exercise, etc., that it is im-
possible for one person to obtain another penlon to perform in-
süead. Paying someone else to take exercise is no way to keep
fit. On the other hand, activities such as washing, preparing
meals, caring for children, the sick or aged are all activities that
can be p,rovided by other units ild, therefore, fall within the
general production boundary. tvlany households employ paid
domestic staff to carry out these activities for them.
The production boundary in the System
6.17 . The production boundary in the System is morc restricted than
the general production boundary. For reasons explained
below, production accounts are not compiled for household
activities that produce domestic or personal services for own
final consumption within the same household, except for ser-
vices produced by employing paid domestic staff. Otherwise,
the production boundary in the System is the same as the more
general one given in the previous section.
6.18. Activities that fall within the production boundary of the Sys-
tem may, therefore, be summarized as follows:
(a) The production of all individual or collective goods or
services that arc supplied to units other than their pro-
ducerc, or intended to be so supplied, including the pro-
duction of goods or services used up in the process of
producing such goods or services;
(b) The own-account production of all goods that arc re-
tained by their producers for their own final consump
tion or grosls capital formation;(c) ffi 
":ä:il,:ä:"T$:ffili l:"ffi;ffi.3produced by employing paid domestic staff.
?:#::;;r :;;i:T: ::;:ä 
p r'du ce d f' r'w n n nat
6.19. The own-account production of domestic and personal ser-
vices by members of the household for their own final con-
sumption has traditionally been excluded from measured
@uction in national accounts and it is worth explaining
briefly why this is so.
6.20. First, it is useful to list those domestic and penpnal scrvices
for which no entries arc recorded in the accounts when they
arc produced and consumed within the same household:
(a) The cleaning, decoration and maintenance of the dwell-
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ing occupied by the household, including small re-
pairs of a kind usually carried out by tenants as well
as owners;
(ä) fire cleaning, servicing and repair of household dura-
bles or other goods, including vehicle used for house-
hold purposes;
(c) The preparation and scrving of meals;
(ö The care, haining and instnrction of children;
(e) The ciarle of siclq infirm or old people;
A fire transportation of members of the household ortheir
goods.
6.21. In most countries a considerable amount of labour is devoted
to the production of thesc domestic and personal services,
while their oonsumption makes an important contribution to
economic welfarc. However, national accounts serve a variety
of analytical and policy purposes and arc not compiled simply
to produce indicators of welfarc. The reasons fornot imputing
values for unpaid domestic or personal services produced and
consumed within households may be summanzpdas follows:
(a) The own-account production of services within house-
holds is a self-contained activity with limited repercusr-
sions on the rest of the economy. The decision to
produce a household service entails a simultaneous de-
cision to consume that service. This is not true forgoods.
For example, if a household engages in the production
of agricultural goods, it does not follow that it intends to
consume them all. Once the crop has been harvested, the
producer has a choice about how much to consume, how
much to store for future consumption orproduction, and
how much to offer for sale or barter on the market. In-
deed, although it is customary to refer to the own-ac-
count production of goods, it is not possible to
determine at the time the production takes place how
much of it will eventually be consumed. Forexample, if
an agricultural crop turns out to be better than expected,
the household may dispose of some of it on the market
even though it may have been originally intended all for
own consumption. This kind of possibility is non-exis-
tent for services;
(b) As the vast majority of household domestic and per-
sonal services are not produced for the market, therc are
typically no suitable market prices that can be used to
value such services. It is thereforc extrcmely difficult to
estimate values not only for the outputs of the services
but also for the associated incomes and expenditures
which can be meaningfully added to the values of the
monetary transactions on which most of the entries in
the accounts arc based;
(c) Imputed values have a different economic significance
from monetary values. The imputed incomes generated
Production account
by the imputed production would be difficult to tax in
practice. They would have to be shown as being all spent
on the same services. However, if the incomes were to
be available in cash, the resulting expenditures might be
i::.*:ät*:,äTii";f #XlHf X:
own consumption and producing the same services for
another household in return for rcmuneration in cash,
the paid employment would likely be preferred because
of the greater range of consumption possibilities it af-
fords. Thus, imputing values for the own-account pro-
Hf#f$,Hdl#,fi'ffiär""il
6.22. Thus, the reluctance of national accountants to impute values
for the outputs, incomes and expenditures associated with the
production and consumption of domestic and personal ser-
vices within households is explained by 
" 
combination of fac-
tors, namely the relative isolation and independence of these
activities from markets, the extreme difficulty of making eco-
nomically meaningful estimates of their values, and the ad-
verse effects it would have on the usefulness of the accounts
for policy purposes and the analysis of markets and market
disequilibria-the analysis of inflation, unemployment, etc. It
could also have unacceptable consequenses for labour force
and employment statistics. According to International L,aborn
Organisation (ILO) guidelines, economically active persons
are persons engaged in production included within the bound-
ary of production of the System. If that boundary were to be
extended to include the production of own-account household
services, virtually the whole adult population would be eco-
nomically active and unemployment eliminated. In practice,
it would be necessary to revert to the existing boundary of pro-
duction in the System, if only to obtain meaningful employ-
ment statistics.
The production boundary within households
6.23. Although personal and domestic services produced for own
consumption within households fall outside the boundary of
production used in the System, it is nevertheless useful to give
further guidance with respect to the treatment of certain kinds
of household activities which may be particularly important in
some developing countries.
Own-account production of goods
6.24. The System includes the production of alt goods within the
production boundary. At the time the production takes place it
may not even be known whether, or in what proportions, the
goods produced are destined for the market or for own use.
The following types of production by households are, there-
fore, included whether intended for own final consumption or
not:
(a) The production of agricultural products and their subse-
1?5
quent storage; the gathering of benies or oütrcr unculti-
vatcd crops; forestry; wood-cutting and the collection of
firewood; hunting and fishing;
(ä) fire production of ottrer primary @ucts srrch as min-
ing salt, cutting peat, thc supply of watretr, etc.;
(c) the processing of agricultural products; the p,roduction
of grain by ttueshhg; the production of flourby milling;
the curing ofskinsandthe poduction of lather; thepro-
duction and preservation of meat and fish products; the
prescrvation of fruit by drying, bottling, otc.i the pro-
duction of dairy products such as butter or cheese; the
production of br, wine, or spirits; the pnoduction of
baskets or mats; etc.;@) ffiffiT,ffitr'#är:li*jffi
production of pottery, utensils or durables; making fur-
niture or furnishings; etc.
The storage of agricultural goods produced by households is
included within the production boundary as an extension of
the goods-producing process. The supply of water is also con-
sidered a goods-producing activity in this context. In princi-
ple, supplying water is a similar kind of activity to extracting
and piping crude oil.
6.25. It is not feasible to draw up a complete, exhaustive list of all
possible productive activities but the above list covers the
most common types. When the amount of a good produced
within households is believed to be quantitatively important
in relation to the total supply of that good in a country, its pro-
duction should be recorded. Otherwise, it is not worthwhile
trying to estimate it in practice.
" Do-it-yourself" decorwtion, maintenance and
snnll repairs
6.26. "Do-it-yourselfl' repairs and maintenance to consumer dura-
bles and dwellings carried out by members of the household
constitute the own-account production of services and ä8,
therefore, excluded from the production boundary of the Sys-
tern. The materials purchased are treated as final consumption
expenditure.
6.27 . In the case of dwellings, "do-it-yourselfl' activities cover dec-
oration, maintenance and small repairs, including repairs to
fittings, of types which are commonly carried out by tenants
as well as by owners. On the other hand, morc substantial rc-
pairs, such as replastering walls or repairing toofs, carried out
by owners, are essentially intermediate inputs into the produc-
tion of housing services. However, the production of such re-
pairs by an owner-occupier is only a secondary activity of the
owner in his capacity as a producer of housing services. The
production accounts for the two activities may be consolidated
so that, in practice, the purchases of materials for rcpairs be-
come intermediate expenditures incurred in the production of
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housing services. Major rcnovations or extensions to dwell-
ingr arc fixed capital formation and recorded scparately.
The use of consumption goods
6.28. In general, the use of goods within the household for the direct
satisfaction of human needs or wants cannot be tr€eted es pro-
duction. This applies not only to materials or equipment pur-
chased for use in leisurc or recreational activities but also to
foodstuffs purchased for the prcparation of meals. The Fepa-
ration of a meal for immediate oonsumption is a scrvice type
activity and is trcated as such in the System and in Interna-
tional Standard Industrial Classification (ISIC). It therefore
falls outside the production boundary when the meal ir p*-
pard for own consumption within the household. The use of
a durable good, such as a vehicle, by persons orhouseholds for
their own personal benefit or satisfaction is in&insically a con-
sumption activity and should not be trcated as if it wetc an ex-
tension, or continuation, of production.
Services of owner-occupied dwellings
6.29. The production of housing services for their own final con-
sumption by owner-occupiers has always been included
within the production boundary in national accounts, although
it constitutes an exception to the general exclusion of own-ac-
count service production. The ratio of owner-occupied to
rented dwellings can vary significantly between countries and
even over short periods of time within a single country so that
both international and intertemporal comparisons of the pro-
duction and consumption of housing services could be dis-
torted if no imputation were made for the value of
own-account housing services. The imputed value of the in-
comegenerat"d by such production is taxed in somecountries.
lllegal production
6.30. Despite the obvious practical difficulties in obtaining data on
illegal production, it is included within the production bound-
ary of the System. Therc arc two kinds of illegal production:
(a) The production of goods or services whose sale, distri-
bution or possession is forbidden by law;
(b) Production activities which are usually legal but which
become illegal when carried out by unauthorized pro-
ducers; e.g., unlicensed medical practitioners.
6.31. Both kinds of production are included within the production
boundary of the System provided they are genuine production
processes whose outputs consist of goods or services for
which therc is an effective market demand. The units who pur-
chase such outputs may not be involved in any kind of illegal
activities otherthan the illegal transactions themselves. Trans-
actions in which illegal goods or services are bought and sold
need to be recorded not simply to obtain comprehensive mea-
sures of production and consumption but also to prcvent enors
appearing elsewherc in the accounts if the funds exchanged in
illegal transactions are presumed to be used for other pur-
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Iloses. The incomes generatcd by illegal p,r,oduction may be
disposed of quitc legalln while conr,erseln expenditures on
illegal goods and services may be made out of frmds obtained
quitc legally. The failure to record illegal harrsactions may
lead to significant errors in the financial account and also the
exüernal account of some countries.
6.32. Examples of activities which may be illegal but @uctive in
an oconomic scnse include the manufacture and distribution
of narcotics, illegal transportation in the form of smuggling
(often a form of own-account illegal production) and scn'ices
such as prostitution.
6.33. Illegal production does not rcfer to the generation of external-
ities such as the discharge of pollutants. Exüenralities may te-
sult ftom production processes which are themselves quiüe
legal. Ext,ernalities arc cneated without the consent of the units
affecte4 and no values are imputed for them in the Syst,em.
Illegal production also does not rcfer to stolen output. The
theft of legally produced output by employees orothers needs
to be clearly distinguished from illegally produced output
which is sold to willing buyers on the market.
Concealed production and the underground economy
6.34. Certain activities may be both productive in an economic
sense and also quite legal (provided certain standards or regu-
lations are complied with) but deliberately coneealed from
public authoritie.s for the following kinds of reasons:
(a) To avoid the payment df income, value added or other
taxes;
(b) To avoid the payment of social security contributions;
(c) To avoid having to meet certain legal standards such as
minimum wages, maximum hours, safety orhealth stan-
dards, etc.;
@ To avoid complying with certain administrative proce-
dures, such as completing statistical questionnaitps or
other administrative forms.
All such activities clearly fall within the poduction boundary
of the System provided that they are genuine processes of pro-
duction. Producers engaged in this type of production may be
described as belonging to the "underground esonomy". The
underground economy may account for a substantial propor-
tion of the total output of certain industries-for example,
construction or cefiain service industries wherc small enter-
prises predominate.
6.35. Therc may be no clear borderline between the underground
@onomy and illegal production. For example, @uction
which does not comply with certain safety, health or other
standards could be described as illegal. Similarly, the evasion
of taxes is itself usually a criminal offence. However, it is not
necessary for the purposes of the System to try to fix the pre-
cise borderline between underground and illegal p,rcduction
as both arc included within the production boundary in any
Production account
case. It follows that transactions on unofficial markets which
change or goods subject to official price controls) must also be
included in the accounts, whether or not such markets arc ac-
tually legal or illegal.
6.36. Because certain kinds of produceß try to conceal their activi-
ties from public authorities, it does not follow that th"y are not
included in national accounts in practice. Many countries have
had considerable success in compiling estimates of produc-
tion which cover the underground economy as well as the or-
C. The measurement of ptoduction
l. Introduction
6.37. In the System, the intermediate inputs arc recorded and valued
at the time they enter the production process, while outputs are
recorded and valued as they emerge from the process. Inter-
mediate inputs are nornally valued at purchasers'prices and
outputs at basic prices, or alternatively at producers'prices if
basic prices are not available. The increase between the value
of the intermediate inputs and the value of the outputs is the
gross value added against which must be charged thi con-
sumption of fixed capital, taxes on production (less subsidies)
and compensation of employees. The positive ornegative bal-
ance remaining is the net operating surplus or mixed income.
The definition, measurement and valuation of outputs and in-
puts is, therefore, fundamental to the System and is described
in detail in the following sections.
2. 0utput (P. | !
6.38. Certain goods and services produced by processes of produc-
tion, including services produced by ancillary activities, ffe
used up within the same accounting period by other processes
carried out within the same establishment. Such goods and
services do not leave the establishment and are therefore not
counted as part of the establishment's output. Thus, output is
a concept that applies to a producer unit-an establishment or
enterprise-rather than a process of production. Output has to
be defined in the context of a production account, and produc-
tion accounts are compiled for establishments or enterprises,
and not for processes of production. Output therefore consists
only of those goods or services that are produced within an es-
tablishment that become available for use outside that estab-
lishment. When an enterprise contains more than one
establishment, the output of the enterprise is the sum of the
outputs of its component establishments.
6.39. For simplicity, the output of most goods or services is usually
recorded when their production is completed. However, when
it takes a long time to produce a unit of output, it becomes nec-
essary to recognizethat output is being produced continuously
and to record it as "work-in-progress". For example, the pro-
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dinary economy. In some industries, such as agriculture a
construction, it may be poosible by using various kinds of sur-
veys and the commodity flow method to make satisfactory ee-
timates of the total output of industry without being able to
identify ormeasurc that part of it which is rmderground (orin-
dcod illegal). Because thc underground osonomy rmy acount
for a significant port of the total cconomy of sdnc counbies,
it is particularly important to try to makc estirnat,es of total pfio-
duction which include it, even if itcannotalwaysbcscpratcly
i&ntified as such.
duction of certain agricultural goods or large durable goods
such as ships or buildings may takc months ü ycetls to sn-
plete. In such cases, it would distort economic reality to heat
the output as if it were all produced at the moment of timc
when the process of production happens to terminate. In any
case, whenever a process of production, however long or
short, extends over two or more accounting periods, it is nec-
essary to calculate the work-in-progress completed within
each of the periods in order to be able to measure how much
output is produced in each perid.
6.40. Output in the form of finished goods or seruices is neady to be
supplied or provided to other institutional units. However,
work-in-progress consists of output which, by definition, is
not complete and, therefore, is not yet in a state in which it is
normally marketed. In due course, however, the work-in-
progress is transformed into a finished product that is market-
able.
6.41. Goods or services produced as outputs may be used in scve,ral
different ways and by listing these uses it is possible to obtain
a clearer indication of the coverage of output. Apart from oer-
tain service producers, such as financial intermediaries and
wholesale andrctail traders whose outputs have special char-
acteristics, goods or services produced as outputs must be dis-
posed of by their owners in one ormorc of the following ways
during the period in which they arc produced:(a) ;Tfl f; ff 'l:;::li# lffi;ff":il " ec''(b)x:lfff'r:fi äl*lTHitr#:(c) 3:Jü?i:r;*::'f ffi : i :il:H,',:J::,fi;
enter the producer's inventories in the form of additions
to work-in-progress;
(ö Th")r may be supplied to another establishment belong-
ing to the same enterprise for use as intermediate inputs
into the latter's production;
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(e) ff;ffi"TJff'HälruffLiä:äXnar con'
A Th"y may be supplied free, or sold at priges that are not
e@nomically significant, to other institutional units, ei-
ther individually or collectively.
6.42. The entire output of an establishment or enterprlse must be
used in one or other of the above ways. For examplc, some of
the crop poduced by 
" 
farmer may be sold or bartercd; some
may be used for final consumption by members of the farmer's
household; while the remainder may be put into inventory for
futurc sale or use.
6.43. In practice, some of the goods sold or otherwise used within
any given accounting period may have been withdrawn from
inventories of goods produced in previous periods. Thus, in
the normal situation in which the available accorurting data on
sales or other uses refer to the total sales or other uses in that
period, it is necessary to deduct the value of such withdrawals
from the value of total sales or uses to obtain the output of the
period in question. It is therefore necessary to record the value
of changas in inventories, i.e., entries less withdrawals, and
not simply additions to inventories. This leads to the well-
known accounting identity:
the value of output = the value of total sales orother uses
of goods or services produced as outputs + the value of
changes in the inventories of goods produced as outputs.
Market output, output produced for own final use and
other non-market output
6.44. A fundamental distinction is drawn between market output,
output produced for own final use and other non-market out-
put.
Market output (P.ll)
6.45. lvlarket output is output that is sold at prices that ane econom-
ically significant or otherwise disposed of on the market, or in-
3l#lJiiläff xffiTi#,Til"T,?"ff"ä,1"',7
ence on the amounts the producers are willing to supply and
on the amounts purchasers wish to buy. Apart from certain ser-
vice industries for which special conventions are adopted, the
value of the market output of a producer is given by the sum
of the values of the following items for the perid in question:
(a) 
ffJüffi|;ffS: and services sord (ateconomi-
(b) The total value of goods or services bartered;
(c) The total value of goods or services used for payments
in kind, including compensation in kind;
(d) The total value of goods or services supplied by one es-
tablishment to another belonging to the spme market en-
terprise to be used as intermediate inputs;
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(e) The total value of changes in inventories of finished
goods and work-in-progrcss intended for one or other of
the above uses.
It,ems (a) to (d) refer to values of all goods and seryices sold or
otherwisc disposed of, whetherpoduced in the currcnt perid
or previous periods.
Anput produced for own firu| use (P.12)
6.46. This type of output consists of goods or services that are r9-
tained for their own final use by the owners of the enterprises
in which th"y are produced. As corporationshaveno final con-
sumption, output for own final consumption is produced only
by unincorporated enterpriscs: for example, agricultural
goods produced and consum"d by members of the same
household. The output of domestic and personal services pro-
duccd for own consurnption within households is not in-
cluded, however, for reasons already given, although housing
services produced for own consumption by owner-occupiers
and services produced on own account by employing paid do-
mestic staff are included under this heading.
6.47. Goods or services used for own gross fixed capital formation
can be produced by any kind of enterprise, whether corporate
or unincorporated. They include, for example, the special ma-
chine tools produced for their own use by engineeting enter-
prises, or dwellings, or extensions to dwellings, produced by
households. A wide range of construction activities may be
undertaken for the purpose of own gross fixed capital forma-
tion in rural areas in some countries, including communal con-
struction activities undertaken by grrcups of households.
6.48. The value of output produced for own final use is given by the
sum of the values of the following items forthe period in ques-
tion:
(a) The total value of goods and services produced by
household enterprises and consumed by the same
households;
(b) The total value of the fixed assets produced by an estab-
lishment that are retained within the same enterprise for
ffiä*:ffit-uction 
(own-account $oss fixed cap
(c) The total value of changes in inventories of finished
goods and work-in-progress intended for one oranother
of the above uses.
Additions to work-in-progress on stnrctures intended for own
use are trcated as acquisitions of fixed assets by their produc-
ers. They arethereforc recorded under (b) instead of (c) above.
Goods or services produced for own final use are valued at the
basic prices of similar products sold on the markct or by their
costs of production if no suitable basic prices are available.
Other non-markct output (P 13)
6.49. This consists of goods and individual or collective sewices
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produced by non-profit institutions serving households
NPISHS) or govemment that are supplied frec, or at prices
that are not economically significiltn to other institutional
units or the @mmunity as a whole. Such output may be pro-
duced for two raasons:
(a) It may be technically impossible to make individuals
pay for collective services because their consumption
carmot be monitored or controlled. The pricing mecha-
nism cannot be used when transactions ccts arc too
high and there is market failure. The production of such
serviccs has to be organizßÄcollectively by government
units and financed out of funds other than receipts from
sales, namely taxation or other govemment incomes;
(b) Government units and NPISIIS may also @uce and
supply goods or services to individual households for
which they could charge but choose not to do so as a
matter of social or economic policy. The most common
examples are the provision of education or health ser-
vices, free or at prices that are not @onomically signifi-
cant, although other kinds of goods and services may
also be supplied.
6.50. A price is said to be not economically significant when it has
little or no influence on how much the producer is prepared to
supply and is expected to have only a marginal influence on
the quantities demanded. It is thus a price that is not quantita-
tively significant from the point of view of either supply or de-
mand. Such prices are likely to be charged in order to raise
some revenue or achieve some reduction in the excess demand
that may occur when services are provided completely free,
but they are not intended to eliminate such excess demand.
Once a decision has been taken on administrative, social orpo-
litical grounds about the total amount of a particular non-mar-
ket good orservice to be supplied, its price is deliberately fixed
well below the equilibrium price that would clear the market.
The difference between a price that is not economically signif-
icant and'a zero price is, therefore, a matter of degree. The
price merely deters those units whose demands are the least
pressing without greatly reducing the total level of demand.
6.51. The value of the non-market output of a producer (other than
output produced for own final use) is given by the sum of the
values of the following items for the period in question:
D. The measurement of market output
6.53. Five uses of market output were distinguished in paragraph
6.45 above. The ways in which these uses should be recorded
are described in the following sections.
l. Recording of sales
6.54. The times at which sales are to be recorded are when the re-
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(a) fire total value of goods and services supplid ftlee, orat
prices that arc not economically significant, to other in-
stitutional units, either individually or collectively;
(ä) The total value of goods or sowices supplied by one es-
tablishment to another belonging to the same non-mar-
ket @ueer to be used as inüermediate inputs;
(c) The total value of changes in inventories of finishd
goods and work-in-progrcss intended for one or another
of the above llsles.
As prices that are not economically significant may refleet nei-
ther rclative production costs nor relative con$lmetr prcfer-
enccs, they do not pnovide a suitable basis for valuing the
outputs of goods or services con@nted. the non-market out-
put of goods or sewices sold at these prices is, therefota, val-
ued in the same way as goods or services pßovided fi€e, i.e.,
by their costs of production. Part of this output is purchased by
households, the remainder constituting final consumption ex-
penditures by govemment units or NPISHs.
Market, own account and other non-market producers
6.52. Amarket producer is an establishment or enterprise all ormost
of whose output is marketed. It is perfectly possible formarket
producers, both small unincorporated 
_enterprises and large
corporations, to have some non-market output in the form of
production for own final consumption or grctss fixed capital
formation. Own-account producets consist of establishments
engaged in gross fixed capital formation for the enterprises of
which they form part or unincorporated enterprises owned by
households all or most of whose output is intended for final
consumption or gross fixed capital formation by those house-
holds: for example, owner-occupiers or subsistence farmers
;*Tj:ä1T;Sä':'"'J:lJäää;?l*l'läT*$T;
government units or NPISHs that supply goods or services
free, or at prices that are not economically significant, to
households or the community as a whole. These producers
may also have some sales of second"ty market output whose
prices are intended to cover their costs or earn a surplus: for
example, sales of reproductions by non-market museutns.
ceivables and payables are created: that is, when the owner-
ship of the goods passes from the producer to the purchaser or
when the services are provided to the purchaser. The goods or
services are valued at the basic prices at which they are sold.
If valuation at basic prices is not feasible, they may be valued
at producers' prices instead. The values of sales are deter-
mined by the amounts receivable and payable by the produc-
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ers and purchasers, which do not always coincide with the
amounts actually received and paid. When payments are made
in advance or in arrears, the values of sales should not include
any interest or other charges incurred by the producer or pur-
chaser. Such charges are rpcorded as scparate hansactions.
2. Recording of barter
6.55. Barter @cuns when goods and services arc exchanged for
other goods, services or assets. The value of goods or scnrices
bartered should be recorded when the ownership of the goods
is hansferred or the services are provided: th"y should be val-
ued at the basic prices that would have been received if they
had been sold.
3. Recording of compensation in kind or other
payments in kind
6.56. Goods or services provided to employees as compensation in
kind, or used for other payments in kind, should be recorded
when the ownership of the goods is transferred or the services
are provided. Th"y should be valued at the basic prices that
would have been received if they had been sold.
4. Ghanges in inventories of outputr
Introduction
6.57 . The treatment of inventories of finished goods is considered
first, followed by the treatment of work-in-progress. The prin-
ciples governing the recording of changes in inventories and
work-in-progress are the same for both market and non-mar-
ket output.
6.58. The basic principle underlying the measurcment of changes in
inventories is that output should be recorded at the time it is
produced and valued at the same price whether it is im-
mediately sold or otherwise used or entered into inventories
for sale or use later. No output is recorded when goods pro-
duced previously are withdrawn from inventories and sold or
otherwise used. It follows that entries into inventories must be
valued at the basic prices prevailing at the time of entry, while
withdrawals must be valued at the prices at which they arethen
sold. In this way, the value of the sales or other uses of goods
produced previously is cancelled out by the (negative) value
for withdrawals from inventories. This method of valuing
changing inventories, which may be describöd as the "perpet-
ual inventory method" or PIM, is not always easy to imple-
ment in practice, however, and it sometimes leads to results
which may be counter intuitive.
6.59. When prices are stable, the measurement of changes in inven-
tories is relatively simple. Howeveq when there is inflation,
significant price increases may occur while goods arc held in
inventory. Holding gains accruing on gmds held in inventory
after they have been produced must not be included in the
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value of output. The peryetuel inventory method ensurres their
exclusion by valuing goods withdrawn from inventory at the
pnices prevailing at the time th"y are withdrawn and not at the
prices at which they arc entered, or their *historic costs". This
method of valuation can lead to much lower figures for both
output and profits in times of inflation than those obtained by
business accounting methods based on historic costs.
Output, sales and changes in inventories
6.60. It follows from the general principles outlined in the previous
scction that:
(a) eroods entering inventory arc valued at the basic prices
ffi'iltrJ*l l::matwhichth"v
(b) Goods withdrawn from inventory are valued at the basic
ffitr;:lffiJ$äf"'that is' at he prices at
6.61. The total value of the changes in inventories of finished goods
recorded within a specified aceounting period is then given
byt
the sum of the values of all goods entering inventory
less the sum of ttre values of all goods withdrawn ftoln
inventory
less the value of any r€crurent losses of goods held in inventory.
6.62. Goods held in inventory are subject to deterioration through
the passage of time and are at riskfrom theft oraccidental dam-
age. Recurrent losses due to normal rates of wastage, theft and
accidental damage reduce the value of the total change in in-
ventories, and hence output.
6.63. It follows from the valuation method used that, when prices
are changing, goods entering and leaving inventory at differ-
ent times are valued at different prices, even within the same
accounting period (as also arc goods sold at different times).
This requiras all entries to, and withdrawals from, inventories
to be recorded continuously * !!r"y occur, and helps explain
the complexity of the perpetual inventory method. Assuming
that sales and other uses arc also appropriately recorded at the
prices at which they actually occur and there are no changes in
work-in-progress, the following identity must hold for goods
or services produced for sale or other use:
5:"J:;"::"Jil:;":T;:[Tj;i"'+o'iheruses
This identity holds whetherthe goods are all sold orothenvise
used within the same accounting perid in which they arc pro-
duced, or whethersome goods are sold or used in differcntpe-
riods.
Storage sentices
6.9. For simplicity, the above presentation of the recording of
changes in inventories has ignored the fact that inventories of
goods have to be physically stored somewhete. Many goods
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have to be stored in a properly contr,olled envirronment and the
activity of storage can become an important process of pro-
duction in its own right whercby goods are'transported" from
one point of time to another. ln economics, it is generally rec-
ognized that the same goods available at different times, or lo-
cations, may be qualitatively differcnt ftom each other and
cornnrand differcnt prices for this rrsason.
6.65. When goods are first produced, they may be held in storc for
a time in the expectation that they may be sold, exchanged or
used more advantageously in the futtre. ln these circum-
stances, storage can be regarded as an extension of the produc-
tion process over time. The storage services become
incorporated in the goods, thereby increasing their value while
b"ing held in storc. Thus, in principle, the values of additions
to inventories should include not only the values of the goods
at the time they are storcd but also the value of the additional
output produced while the goods are held in store. The mea-
surement of storage is considered in more detail in a later sec-
tion.
Approximate measures of changes in inventories
6.66. As the PIM requires entries to, and withdrawals from, inven-
tories to be recorded and valued continuously, it may be very
difficult to obtain the requisite data, although it may become
easier in the course of time as the increased use of microcom-
puters leads to improved methods of inventory management
and control. In many countries, however, data on changas in
inventories are among the least reliable information available
and it is necessary to consider whether satisfactory approxi-
mations can be used which require less data.
6.67. One special case of some interest occurs when output prices
remain constant over time. In this case, all entries to and with-
drawals from inventories are valued at the same prices, so that
the cumulative value of entries less withdrawals simplifies to
the difference between the values of the inventories recorded
in the opening and closing balance sheets. In this case, infor-
mation on actual inventory movements between the beginning
and end of the accounting period becomes superfluous.
6.68. This suggests that even when prices are changing a good ap-
proximation to the PIM may be obtained by taking the differ-
ence between the quantities of goods held in inventory at the
beginning and the end of the accounting period and valuing
this difference at the avera9e prices prevailing within the pe-
riod. This method, which may be described as the "quantity"
measure, is widely used in practice and is sometimes mistak-
enly considered to be the theoretically appropriate measure
under all circumstances. The quantity measure will bi the
same, or virtually the same, as the perpetual inventory method
measure not only when prices are constant but also when the
quantities of goods held in inventory rise or fall at a steady
pace throughout the period. ConverselS the conditions under
which the quantity measure may provide only a poor approx-
imation to the PIM are when prices are rising or falling and
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when inventory levels fluctuatc within the accounting period.
Unfortunateln there ar€ sevc,ral important indushies, includ-
ing agfieulture, in which inventories normally fluctuat€ be-
ceuse of scasonal variations either in the scquencc of outputs
produced or in the pattern of demand. Apptoximatc measur€s
of PIM inventory changes may be subject to considc,rable mar-
gins of error in such cases.
Changes in inventories in business accounts
6.69. The value of output in business accounts is also usually de-
rived by adding the value of changes in inventories of outputs
to the value of the sales. However, the normal practice in busi-
ness accounting is to value goods held in (and withdrawn
ftom) invenüory at the price at which th"y wetc recorded as en-
tering (i.e., 'at historic cost-) if this price is lowerthan the cur-
rcnt price. The intention is to value inventories pnr&ntly for
balance sheet purposes, but it may lead to measurps of profit
which are by no means prudent in inflationary conditions.
Under historic cost accounting, a good withdrawn from inven-
tory is liable to be valued at a lower price than that at which it
is sold so that the value of output includes the value of the
holding gain which accrues between the time of production
and time of sale. As a result, the holding gain is not separated
from the operating surplus on production under historic cost
accounting. Composite measures of profit that combine hold-
ing gains with the operating surplus may be useful for certain
purposes provided that the composite profit measurc is not
presented, or interprcted, as if it rcferred to the operating sur-
plus only, i.e., the profit arising out of production. Unfortu-
nately, the distinction between these two different
components of historic cost profits is frequently neither made
nor appreciated, and may even be deliberately blurred in order
to make the production activities of an enterprise appearmorc
profitable than they are. In perids of high inflation, profit as
recorded in business accounts is likely to exceed the operating
surplus recorded in economic accounts by a considerable mar-
gin.
6.70. Although it is not proposed to go into great detail about busi-
ness accounting practices in the present context, it is useful to
add some further points for clarification. lVhen goods with-
drawn from inventory are valued at historic costs in business
accounts, it is necessary to know, or assume, the order in which
the goods ang withdrawn. The most common assumption is
FIFO, or first-in-first-out, which implies goods are withdrawn
in the same order as they entered. For example, if goods arc
held in inventory for three months on average, the combina-
tion of FIFO with historic cost accounting during inflation im-
plies that the price of each unit sold will include a threemonths
holding gain. As business accountants reco gnizethat this may
be undesirable for many purposes, an alternative assumption
which has found increasing favour is LIFO, or last-in-first-
out, which implies that a good withdrawn from inventory is
the last one which entered. This implies that withdrawals arc
valued at current prices as in the SNA, provided that the level
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of inventory is not depleted. The proviso is important because,
under LIFO, the goods which remain in inventory are those
which arc asslumed to have been there for the longest perids
of time. If inventories are eventually run down, those assumed
to have been there for a very long time start to be withdrawn
and may be valued at very low prices indeed when historic
costs arc used. Thus, even under LIFO substantial holding
gains may be recorded if inventories are greatly diminished.
Another method used in business a@ounting is to value goods
withdrawn from inventory at the weighted average of the
prices at which they entered. This method values withdrawals
at prices between those used for FIFO and LIFO. Finally, in
situations of very high inflation, the use of NIFO has been pro-
posed, namely, next-in-first-out. This implies valuing goods
withdrawn from inventory at the prices expected to prevail at
some point in the near futurc.
6.7L Other, and more sophisticated, ways of valuing changes in in-
ventories are, of course, also used in business accounts, espe-
cially in accounts drawn up for purposes of internal
management as distinct from financial reporting. The methods
used for management accounting are often very similarto, and
possibly identical with, the PIM used in the SNA. Because so
many different methods arc liable to be used in business ac-
counts, it is impossible to suggest algorithms, or rules of
thumb, which would be generally applicable for purposes of
transforming data on inventory changes in business accounts
to the data requircd by the System. Each casie has to be treated
individually, depending upon the precise way in which the
business accounts have been drawn up.
Work-in-progress
6.12. When the procass of production takes a long time to complete,
output must be recognized as being produced continuously as
work-in-progress. As the process of production continues, in-
termediate inputs are continually being consumed so that it is
necessary to record some coresponding output to avoid ob-
taining meaningless figures for value added by recording the
inputs and outputs as if they took place at different times, or
even in different accounting periods. Work-in-progress is es-
sentially incomplete output that is not yet marketable: that is,
output that is not sufficiently processed to be in a state in which
it can easily be supplied or sold to other institutional units. It
is essential to record such output whenever the process of pro-
duction is not completed within a single accounting period so
that work-in-progress is carried forward from one perid to the
next. In this case, the currcnt value of the work-in-progress
completed up to the end of the first period is recorded in the
closing balance sheet that also serves as the opening balance
sheet for the next period.
6.73. Work-in-progress may need to be recorded in any industry, in-
cluding service industries such as the production of movies,
depending upon the length of time it takes to produce a unit of
output. It is particularly important in industries with long ges-
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tation periods, such as certain types of agricultural production
or durable producers' goods production, wherc the period of
poduction may extend ovetr several years.
6.74. Work-in-progress is treated in the System as one component
of inventories of outputs held by produsers. However, the bor-
derline between inventories of partially completed structutps
and gross fixed capital formation may not always be clear.
Ctross fixed capital formation is undertaken by users of fixed
assets so that $oss fixed capital formationcannot be necorded
rurtil the ownership of the assets is transferred from their pro-
ducers to their users. This transfer does not usually occur until
the process of p,rcduction is completed. However, in the case
of buildings or structures for which a conhact of sale has been
concluded in advance, the hansfer of ownership may be
deemed to occur in stages as value is put in place. Such transfer
of ownership may actually take place legally. In such qases,
stage payments made by the purchaser can often be used to ap-
proximate the value of the gross fixed capital formation al-
though stage payments may sometimes be made in advance or
in arrears of the completion of the stage, in which case short-
term credits are also extended fircm the purchaser to the pro-
ducer, or vice versa. In the absence of a contract of sale, the
output produced must be treated as additions to the producer's
inventories, i.e., as work-in-prcgress, however large the par-
tially completed structure may be.
6.75. Additions to, and withdrawals from, work-in-progress are
treated in the accounts in the same way as entries to, and with-
drawals from, inventories of finished goods. They must be re-
corded at the times they take place and at the basic prices
prevailing at those times. However, further explanation is
needed of the time of recording and valuation in view of the
spec ial characteristi cs of work-in -progress.
Ttme of recording of work-in-progre&t
6.76. Additions to work-in-progress take place continuously as
workprrcceeds. Within any given accounting period, such as a
year or a quarter, it is thercfore necessary to record the cumu-
lative amount of work-in-progt€ss produced within that pe-
riod. Until a sale is ultimately recorded, the addition to
work-in-progress is the only component of output recorded
each period. When the production process is terminated, the
whole of the work-in-progress accumulated up to that point is
effectively transformed into an inventory of finished product
ready for delivery or sale. When a sale takes place, the value
of the sale must be cancelled out by a withdrawal from inven-
:ä;3,Hffi :Jff]":lTf i'f ilil::ffi :
measures of output. In this way, the output is distributed over
the entirc period of production.
Valuation of work-in-pro gress
6.77. Assuming the basic price of the finished product rcmains un-
changed over the periods during which it is b"ing prcduced,
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the value of the addition to work-in-progress in a given perid
is obtain"d by multiplying the basic price by the sharc of the
total production costs incurred during that period. In other
words, the value of the final output is distributed oyer the var-
ious perids during which production takes place in propor-
tion to the costs incurred.
6.78. It may be necessary to estimate the value of additions to work-
in-progress in successive periods in advance of knowing what
basic price will eventually be realized. [n this situation, provi-
sional estimates of the value of additions to work-in-progress
should be made on the basis of the total production costs in-
curred each period plus a mark-up for expected operating sur-
plus or estimated mixed income. Such estimaües can be
rcvised subsequently when the actual sale price, and hence ac-
tual operating surplus or mixed income, become known.
6.'19. The situation is morc complicated when the expected sales
price is itself continually increasing during the process of pro-
duction as a result of general inflation. In this case, each addi-
tion to work-in-progress should be valued using the expected
sale price at that point in time. This implies that during infla-
tion additions to work-in-progress in successive accounting
periods may have to be calculated on the basis of progressively
higher expected sales prices. Despite the practical difficulties,
this procedure has to be followed in order to match the values
of inputs and output each period to obtain economically mean-
ingful measures of value added. It is merely an application of
the general rule that additions to inventories must always be
valued at the basic prices (actual or estimated) prevailing at the
times they occur.
5. Deliveries between establishments belonging
to the same enterprise
6.80. As explained in chapter V, an establishment is an enterprise,
or part of an enterprise, that is situated in a single location and
in which only a single (non-ancillary) productive activity is
' carried out or in which the principal productive activity ac-
E. Measurement of output produced for own final use
6.84. Goods and services produced for own final use are included
within the production boundary of the System except for do-
mestic and personal services produced by members of house-
holds for consumption by themselves or other membens of the
same household. Goods and services produced for own use
should be recorded as their production takes place.
6.85. The goods and services should be valued at the basic prices at
which they could be sold if offered for sale on the market. In
order to value them in this wä/, goods or services of the same
kind must actually be bought and sold in sufficient quantities
on the market to enable reliable market prices to be calculated
which can be used for valuation purposes. When reliable mar-
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counts for most of the vatuc added. It may coincide with an en-
tcrprise, or be part of an entcrp,rise, in which case it may be pro-
ducing goods or services for the usc of other establishments
belonging to the same entetrprise.
6.81. Goods or scrvices produccd and consumed within the same
accounting period and within thc same establishment are not
scparately identified üd, therefore, not recorü as part of the
output or intcrmediate consumption of that establishment. On
the other hand, goods which are produced by 
"n 
establishment
and rcmain in inventory at the end of the perid in which th"y
are produced must be included in output, whatever their sub-
sequent llsre. If they are intended to be used within the estab-
lishment subse4uentln th"y should be recorded as
work-in-progress: this implies that they are not rccorded as in-
termediaüe consumption in the period in which they are with-
drawn from inventories.
6.82. Goods and services that one establishment provides to a dif-
ferent establishment belonging to the same enterprise are
counted as part of the output of the producing establishment.
Such goods and services may be used for intermediate con-
sumption by the receiving establishment, but they could also
be used for gross fixed capital formation. The goods and ser-
vices should be valu"d by the producing establishment at cur-
rent basic prices; the receiving establishment should value
them at the same prices plus any additional transportation
costs paid to third parties. The use of artificial transfer prices
employed for internal accounting purposes within the enter-
prise should be avoided, if possible.
6.83. The accounts and tables of the System include production ac-
counts forgroups of enterprises and groups of establishments,
i.e., for both sectors and industries. In order to ensure that the
total output and total intermediate inputs of an enterprise arc
the same as the corresponding totals for the e.stablishments
which make up that enterprise, the enterprise totals must in-
clude any inter-establishment deliveries of goods and ser-
vices.
ket prices cannot be obtained, a second best procedure must
be used in which the value of the output of the goods or ser-
vices produced for own use is deemed to be equal to the sum
of their costs of production: that is, as the sum of:
Intermediate consumption
Compensation of employees
Consumption of fixed capital
Other taxes (less subsidies) on production.
6.86. It will usually be necessary to value the output of own-account
construction on the basis of costs as it is likely to be difficult
to make a direct valuation of an individual and specific con-
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struction ploject that is not offered for sale. Slhen the con-
struction is undertaken for itself by a business enterprise, the
requisite information on costs may be easily ascertained, but
not in the case of the construction of dwellings by households
or communal constnrction for the benefit of the community
undertaken by informal associations or groups of households.
Most of the inputs into communal constnrction projects, in-
cluding labour inputs, are likely to be provided frcc so that
even the valuation of the inputs may pose problems. As unpid
labour may acsount for a large part of the inputs it is important
to make some estimate of its value using wage rates paid for
similar kinds of work on local labour markets. While it may be
difficult to find an appropriate rate, it is likely to be less diffi-
cult than trying to make a direct valuation of a specific con-
stnrction project itself.
Output of services for own consumption
6.87 . In practice, the recording of the production of services forown
consumption is less common than for goods. Most of the ser-
vices produced for own consumption by an enterprise (e.g.,
transportation, storage, maintenance, etc.) are produced by
ancillary activities and are thus not separately identified or re-
corded either under the output or the intermediate consump-
tion of the establishment or the enterprise to which it belongs.
Domestic or personal services produced by members of
households for each otherare, by convention, treated as falling
outside the production boundary of the System. There ä8,
however, two specific categories of services produced forown
final consumption whose output must be valued and recorded.
F. Measurement 0f other non-market output
6.90. As explained above, government units or NPISHs may engage
in non-market production because of market failurc or as a
matter of deliberate economic or social policy. Such output is
recorded at the time it is produced, which is also the time of
delivery in the case of non-market services. In general, how-
ever, it cannot be valued in the same way as goods or services
produced for own final consumption or own capital formation
that are also produced in large quantities for sale on the market.
There are no markets for collective serryices uch as public ad-
ministration and defence, but even in the case of non-market
education, health or other services provided to individual
households, suitable prices may not be available. It is not un-
common for similar kinds of services to be produced on a mar-
ket basis and sold alongside the non-market service but there
arc usually important differences between the types and qual-
ity of services provided. In most cases it is not possible to find
enough market services that are sufficiently similar to the cor-
responding non-market services to enable their prices to be
used to value the latter, especially when the non-market ser-
vices are produced in very large quantities.
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Services produced by employing paid domestic staff
6.88. Paid domestic servants, coolcs, gardeners, chauffeurs, etc. at€
formally treated as employees of an unincorporated enüerprise
that is owned and managed by the head of the household. The
services produced are thercfore consum"d by the same unit
which produces them and th"y constitute a form of own-ac-
count production. By convention, ily intermediate costs and
eorurumption of fixed capital incurred in the prcduction of the
domestic services are ignored and the value of the output prc-
duced is deemed to be 
"q,r.l 
to the compensationofemployees
paid, including any compensation in kind such as fbod or ac-
commodation. The same value is, thereforc, rccordcd under
the household's final consumption expenditutts.
Services of owner-occupied dwellings
6.89. Heads of household who own the dwellings which the house-
holds occupy are formally treated as owneß of unincorporated
enterprises that produce housing services consum"d by those
same households. As well-organized marketrs forrented hous-
ing exist in most countries, the output of own-accounthousing
services can be valued using the prices of the same kinds of
services sold on the market in line with the general valuation
rules adopted for goods or services prrcduced on own account.
In other words, the output of the housing services produced by
owner-occupiers is valued at the estimated rental that a tenant
would pay for the same accommodation, taking into account
factors such as location, neighbourhood amenities, etc. as well
as the size and quality of the dwelling itself. the same figrr"
is recorded under household final consumption expenditures.
6.91. For these reasons, and also to ensure that the various non-mar-
ket services produced by government units and NPIS}Is are
valued consistently with each other, they arc all valued in the
System by the sum of the costs incurrcd in their production:
that is, as the sum of:
Intermed iate consumption
Compensation of employees
Consumption of fixed capital
Other taxes, less subsidies, on production.
fire net operating surplus on the production of non-market
goods or services produced by government units and NPIS}IS
is assumed always to be zenc.
Valuation of the total output of othor normtrkct
ptoduGsrs
6.92. Government units and NPISHS may be engaged in both nrar-
ket and non-market production. Whenever possible, separate
establishments should be distinguished for these two types of
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activities, but this may not always be feasible. Thus, a non-
market establishment may have somc reccipts from sales of
market output produced by 
" 
secondary activity: for example,
sales of rcproductions by a non-market museum. However,
even though a non-market establishment may have sales re-
ceipts, its total output covering both its market and its non-
nrarket output, is still valued by the production costs. The
G. The output of particular industries
l. lntroduction
6.93. The general rules governing the recording and valuation of
output arc not sufficient to determine the way in which the out-
put of certain kinds of indrntries, mostly service industries,
such as wholesale and retail trade and financial intermediaries,
are measured. The following sections thereforc provide fur-
ther information about the measurement of the output of a
number of specific industries. For convenience, the industries
concerned are given in the same order as they appear in the
ISIC.
2. Agriculture, forestry and fishing
6.94. First, it should be noted that the growth of crops, trees, live-
stock or fish which is organizd, managed and controll"d by
institutional units constitutes a process of production in an
economic sense. Growth is not to be construed as a purely nat-
ural process which lies outside the production boundary. Most
processes of production merely exploit natural forces for eco-
nomic purposes: for example, hydroelectric plants exploit
rainfall and gravity to produce electricity.
6.95. The measurement of the output of agriculture, forestry and
fishing is complicated by the fact that the process of produc-
tion may extend over many months, or even years. Growing
crops, standing timber, and stocks of fish or livestock reared
for purposes of food have to be treated as work-in-progress-
that is, as output which is not yet sufficiently processed to be
in a form which is ready to be marketed. When the crops are
harvested, the trees felled, or the livestock slaughtered, the
process of production is completed and the work-in-progress
is transformed into inventories of finished products ready for
sale or other use. Conceptually, therefore, output in agricul-
ture, forestry and fishing can be measured in exactly the same
way as other types of production which take a long time to
complete, i.e., by the value of sales plus other uses plus
changes in inventories including additions to work-in-prog-
ress. Output should be recorded as being produced continu-
ously over the entire period of production and not simply at
the moment of time when the process is completed, i.e., when
the crops are harvested or animals slaughtered.
6.96. Assume the process of production takes several periods
(months, quarters, or years, as the case may be) to complete.
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valuc of its markct output is given by its receipts from sales of
markct p,roducts, the value of its non-markct output being ob-
tained residually as the difference between thc values of its
total output and its markct output. The value of its receipts
ftom the sale of non-market goods or services at prices that are
not economically significant tcmain as part of the vahp of its
non-market output.
Thc value of the output produced in each period can thcn be
measured as work-in-progress by distributing the valuc of the -
finished agricultural products (harvested crops, slaughterd
animals, etc.) in proportion to the costrs incurred each perid.
Fc this purpose, farms that are corporate need to
be distinguished fr'om those that arc unincorporated (presum-
ably the great majority of farms in most countries). The output
of corporate farms can be distributed in proportion to the ac-
tual costs incuned each perid, including compensation of
employees. However, in the case of unincorporated farms, un-
paid labour inputs provided by the owner(s) may account for
much of the real costs incurred. The allocation of the finished
output of these farms may be accomplished as follows. First,
actual costs (expenditures on seed, fuels, etc.) arc allocated to
the periods in which they were incurred. Secondly, thercmain-
ing part of the value of the finished output, i.e., the realized
mixed income-is distributed in proportion to the unpaid
hours worked by the owner(s). Forthis purpose, rough indica-
tors of the relative amounts of work done in differcnt periods
may be sufficient. The value of the finished @ucts is given
by the surn of the values of the following three items:
(a\ Finished products sold or bartered valued at currcnt
basic prices;
(b) Entries of finish"d ptoducts into inventories, less with-
drawals, valued at currcnt basic prices;
(c) 
#'J,ff1*S"ffi:lilä:#ä:r ror nnar oon-
6.97 . When the value of the finished products is distributed as work-
in-progress it is essential also to record the reduction in work-
in-progress which takes place at the moment when the
production is completed and the work-in-progrcss is trans-
formed into finished agricultural products. Otherwise, output
would be recorded twice: first as additions to work-in-prog-
ress and then as sales, barter or additions to inventories of fin-
ished products. The negative figurc for the reduction in
work-in-progress cancels out the value of the finished prod-
ucts sold, bartered or entercd into inventories so that no output
is recorded at the moment when the production process is ter-
minated, all of it having been previously recorded as additions
to work-in-progress during the period of production.
6.98. If the entire production process is completed within a single
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a@ounting period, such as a year, it may be unnecessary to dis-
tribut,e the output as work-in-progress in the way described
above. However, if the accounting period ends before the pro-
oess is completed, or if accounts have to be compiled for sub
periods such as quarters, the total value of the finished
poducts has to be distributed as work-in-progress. It must be
rcmembered that the corresponding inputs into the same pro-
duction process are in fact distributed over time and recorded
in the differcnt periods or sub-periods. Thus, if outputs arc not
similarly distributed as work-in-progress, inputs are recorded
without outputs, in which case economically mearringless fig-
ures are liable to be recorded for value added, operating srn-
plus or mixed income and balance of primary incomes.
Moreover, it may be necessary to record work-in-progress,
even when the production process is completed within a single
ac@unting period, in order to obtain an appropriate match be-
tween the values of inputs and outputs when the general price
level is rising strongly within the accounting period.
The estimation of work-in-progress in advance
6.99. In agriculture, as in other industries, it may sometimes be nec-
essary to estimate the value of work-in-progrress in advance of
the production process being completed and the value of the
finished products being known, although most accounts are
compiled long after the production processes to which they re-
late are finished. It is recommended therefore that work-in-
progress be calculated provisionally gn the basis of the actual
costs incurred, plus a mark-up for the estimated operating sur-
plus or mixed income. An estimate of mixed income may be
made by distributing the expected mixed income in proportion
to the volume of unpaid labour. As soon as the actual value of
the finished products becomes known, the provisional esti-
mates should be replaced by those obtained by distributing the
actual value of the finished products in the ways described ear-
lier. If a growing crop, i.e., work-in-progress, is badly dam-
aged or destroyed prior to the harvest, the earlier provisional
estimates of the value of the work-in-progress obviously may
have to be revised downwards, to zero if necessary, even be-
fore the production is completed.
6.100. There may be circumstances in which the uncertainties at-
tached to the estimation of the value of work-in-progress in
advance of the harvest are so great that no useful analytic or
policy purpose is served by compiling such estimates. How-
ever, this does not prevent useful estimates from being com-
piled in many other situations in which the margin of
uncertainty is much less. In any case it is necessary to specify
the appropriate way in which the output of agricultural prd-
ucts is to be recorded and valued when complete information
is available. Accounts arc essentially ex post facto records,
even though initial estimates made in advance ane inevitably
subject to error.
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3. f,lochinery, cquipmcnt md conrtruction
6.101. The p,roduction of large durable goods such as ships, heavy
machinery buildings and other structures may take several
months or years to complete. fire output from such production
must, therefore, usually be measured by work-in-progress and
cannot be recorded simply at the moment in time when the
process of production is completed. The way in which work-
in-p,rogress is to be recorded and valued has been explained in
earliersections of this chapter, including the preceding section
on agricultural output.
6.102. It is worth noting, however, that when a contract of sale is
agreed in advance for the construction of a building or other
structure extending over several accounting perids, the out-
put produced each perid is treated as being sold to the pur-
chaser at the end of the period: i.e., as a sale rather than
work-in-progrcss. In effect, the output produced by the con-
struction contractor is treated as being sold to the purchaser in
stages as the latter takes legal possession of the output. It is
therefore recorded as gross fixed capital formation by the pur-
chaser and not as work-in-progress by the producer. When the
contract calls for stage payments, the value of the output may
often be approximated by the value of stage payments made
each period. In the absence of a contract of sale, however, the
incomplete output produced each perid must be recorded as
work-in-progress.
4. Trensportation and storage
Transportation
6.103. The output of transportation is measured by the value of the
amounts receivable for transporting goods or peßons. ln eco-
nomics a good in one location is recognizeÄas being a differ-
ent quality from the same good in another location, so that
transporting from one location to another is a process of pro-
duction in which an economically significant transformation
takes place even if the good remains otherwise unchanged.
The volume of transport services may be measured by indica-
tors such as ton-kilometres or pasisenger-kilometres, which
combine both the quantities of goods, or numbers of persons,
and the distances over which they arc transportd. Factors
such as speed, frequency or comfort also affect the quality of
services provided. Transportation is a typical service activity
in that the output produced consists of transformations of per-
sons or goods that do not themselves form part of the output
of the service producers. \Vhile the senrices perfonred arc easily
identifid and quantified, th"y are not separatc entities from the
goods orpersons in which they arc incorporated. The
of Uansportation forown rtse within enterprises is an ancillary ac-
tivity that is not separately identified and recorü.
Storage
6.104. Although the production of storage for the market may not be
very extensive, the activity of storage is important in the econ-
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omy as a whole as it is carried out in many enterprises. Agood
available at a later point in time may need to be tr€ated as a dif-
ferent quality of good from the same good available at an ear-
lier point in time if its supply and demand conditions change
in the meanwhile. Thus, storing a good can be a process of pro-
duction in which an economically significant transformation
may take place even if the good remains physically unchanged
otherwise. Storage can be viewed as hansportation over time
rather than spaoe. Of course, if the good, such as wine, also
matunes while in store-i.e., its physical properties are im-
proved by the passage of time-the amount of production
which takes place is correspondingly greater. The volume of
storage services produced can be measured by indicatorc such
as spaeed"yt which combine the volume of storage space
provided with the length of time over which the gmds are
stored, taking account of other rclevant factors such as the en-
vironment in which the goods ane stored which affect the qual-
ity of service provided.
Storage and the measurement of changes in inventories
6.105. The price of a good may change while it is being stored for at
least three reasons:
(a) The physical qualities of the good may improve or dete-
riorate with the passage of time;
(b) There may be seasonal factors affecting the supply or
*:;ff :*?: n:T"::T :rilil:t ru;tff :
ical qualities may not otherwise change;
(c) There may be general inflation or other general factors
that lead to a change in the price of the good in question
even though its physical or economic characteristics are
not changed over time.
6.106. In the absence of general inflation, the difference between the
prices at which goods enter and are withdrawn from storage in
the first two cases should reflect the value of additional output
produced while the goods are being stored. General inflation,
however, leads to price changes that generate nominal or real
holding gains. In practice, however, it may be difficult to dis-
entangle the effects of the different factors at work.
6.107. Suppose that there is no general price inflation. Consider the
case of a god whose quality improves while being stored
(e.9., wine). Conceptually, the good entering storage can be re-
garded as work-in-progress if its production continues while
it is being stored. The increase in its value while being stored
must be treated as an addition to work-in-progress; i.e., as ad-
ditional output, and not as a price increase. By assumption, the
god leaving storage is not the same as the one that entered.
The accounting rules for the recording of changes in the value
of inventories must be applied in such a way that the entries to
inventories include not only the value of the good (work-in-
progress) when it entered but also the value of the addition to
work-in-progress that took place while it was being stored. In
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effect, the output prcduced while in storage is valued by th"
pricc of the good when it is withdrawn less the value of the (im-
mature) good that was entered into storage.
6.108. Goods subject to seasonal fluctuations in price due to chang-
ing demand or supply conditions ovetr time must be heat€d in
a similar way. Suppose an annual 
"rop 
is harvestcd at one point
in time, put into storage and then gradually sold off, or usod,
over the remaining 12 months. Suppose firrther that the price
gradually rises to reflect the increased scarcity of the good
until the next harvest. In the absence of gene,ral price changes,
the increase in the price of the good while being stored must
be interprcted as measuring the value of an addition to work-
in-Fogress, s in the previous example. The goods withdrawn
fr,om storage some months aftcr the crop is trarvestcd arc eoo-
nomically different from thosc that entered because of the
chenging supply conditions ove,r time. A similar argument
may be used for goods that are produced throughout the year
and entered into storage because they are sold at only one time
of the y@r, such as Christmas: in this case the demand condi-
tions change over time.
6.109. However, most manufactured goods are produced and sold
continuously throughout the year and are not subject to regular
changes in supply or demand conditions. Nor do they "ma-
ture" while being stored. Changes in the prices of such goods
while in inventories cannot therefore be trcated as additions to
worbin-progress.
5. Wholesale and retail dirtribution
6.110. Although wholesalers and retailers actually buy and sell
goods, the goods purchased are not treated as part of their in-
termediate consumption when they are resold with only min-
imal processing such as grading, cleaning, packaging, etc.
Wholesalers and retailers are treated as supplying services
rather than goods to their customers by storing and displaying
a selection of goods in convenient locations and making them
easily available for customers to buy. Their output is measured
by the total value of the trade margins realized on the goods
they purchase for resale. A trade margin is defined as the dif-
ference between the actual or imputed price realized on a good
purchased for resale and the price that would have to be paid
by the distributor to replace the good at the time it is sold or
otherwise disposed of. The margins realized on some goods
may be negative if their prices have to be marked down. They
must be negative on goods that are never sold because they go
to waste or are stolen.
6.1 1 l. The standard formula for measuring output has to be modified
for wholesalers or retailers by deducting from the value of the
goqds sold or otherwise used the value of the goods that would
need to be purchased to replace them. The latter include the
additional goods needed to make god recurent losses due to
normal wastage, theft or accidental damage. In practice, the
System of National Accounts 1993
output of a wholesaler or retailer is given by the following
identity:
the value of output -the value of sales, including sales
at reduced prices
phs the value of other uses of goods puchased for resale
miruts the value of goods purchased for resale
plus the value of additions to inventories of goods for resale
mirutsthe value of goods withdrawn from inventories of goods
for resale
minus the value of recunent losses due to normal rates of
wastage, theft or accidental damaga
6.112. The following points should be noted:
(a) Goods sold are valued at the prices at which th"y ar€ ac-
tually sold, even if the tra&r has to mark their prices
down to get rid of surpluses or avoid wastage;
(b) Goods provided to employees as rcmuneration in kind
should be valued at the current purchasers'prices pay-
able by the tradens to replace them; that is, the realized
margins are zßto. Similarly, goods withdrawn by the
owners of unincorporated enterprises for their own final
consumption should be valued at the currcnt purchasers'
prices payable by the traders to replace them;
(c) Goods purchased for resale should be valued excluding
any transport charges invoiced separately by the suppli-
eß or paid to third parties by wholesalers or retailers:
these transport services form part of the intermediate
consumption of the wholesalers or retailers;
(ö Additions to inventories of goods for resale should be
valued at the prices prevailing at the time of entry;
(e) Goods withdrawn from inventory of goods for resale
should be valued at the prices prevailing at the time they
are withdrawn (as distinct from the prices at which th"y
werc originally purchased and entered inventories).
Goods withdrawn from inventory include recurrent
losses due to normal rates of wastage, theft or accidental
damage; goods lost are valued in the same way as goods
withdrawn for sate.
6.1 13. The margins realized on goods prnchased for resale thus vary
according to their eventual use. The margins realized on goods
sold at the full prices intended by the traders could be de-
scribed as the normal margins. In fixing these margins, traders
take account not only of their ordinary costs such as interme-
diate consumption and compensation of employees but also of
the fact that some goods may ultimately have to be sold offat
rcduced prices while others may go to waste or be stolen. The
margins realized on goods whose prices have to be marked
down arc obviously less than the normal margins and could be
negative. the margins on goods used to pay employ@s as
compensation in kind or withdrawn for final consumption by
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owncß al€ zeNo becausc of thc way thesc goods are valued. Fi-
nalln thc margins on goods wastcd or stolen arc negative and
equal to the cuncnt purchascrs' prices of replacements for
them.
6.114. fire average margin realized on goods purchased for resale
may thus be expected to be less then the normal margin-pos-
sibly significantly less for certain types of goods such as fash-
ion goods or perishable goods. Finalln it should be noted that
margins are defined to exclu& holding gains or losses on
goods for resale while they are being held in inventory by
wholesalers or retailers. As in the case of other types of pro-
duction, holding gains and losscs are excluded from output by
valuing all entries to, or withdrawals ftom, invenüories at the
prices prevailing et the times the enhies or withdrawals take
place.
6. Operating learing
6.115. The activity of rcnting out machinery or equipment for speci-
fied perids of time which are shorter than the total expected
service lives of the machinery or equipment is termed operat-
ing leasing. It is a form of production in which the owner, or
lessor, provides a service to the user, or lessee, the output of
which is valued by the rental which the lessee pays to the les-
sor. O,perating leasing has to be clearly distinguished from fi-
nancial leasing, which is not itself a process of production but
a method of financing the acquisition of fixed assets.
6.116. Operating leasing can be identified by the following charac-
teristics:
(a) The lessor, or owner of the equipment, notrnally main-
tains *tock of equipment in good working order which
can be hired on demand, or at short notice, by users;
(b) The equipment may be rented out for varying periods of
time. The lessee may rrenew the rcntal when the period
expires and the user may hirc the same piece of equip-
ment on several occasions. However, the user does not
undertake to rent the equipment over the whole of the
expected service life of the equipment;
(c) The lessor is fiequently responsible for the maint,enance
and repair of the equipment as part of the seryice which
he provides to the lessee. The lessor must normally be a
specialist in the operation of the equipment, a factor that
may be important in the case of highly complicated
equipment, such as computers, where the lessee and his
employees, may not have the necessary expertise or fa-
cilities to service the equipment properly themselves.
The lessor may also undertake to replace the equipment
in the event of a serious or prolonged breakdown.
6.117 . Thus, the service provided by the lessor goes beyond the mere
provision of a piece of equipment. It includes other elements
such as convenience and security which can be important from
the user's point of view. Operating leasing developed origi-
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nally to meet the needs of uscrs who require certain types of
equipment only intermittently. However, with the evolution of
increasingly complicated types of machinery especially in the
electronics field, the servicing and back-up facilities provided
by a lessor are important factors which may influence a user
to tent. Other factors which may persuade uslers to rcnt over
long periods rather than purchase are the consequences forthe
enterprise's balance sheet, cash flow or tax liability.
Financial leasing
6.118. In contrast to operating leasing, financial leasing is not itself a
Proc€ss of production. It is an alternative to lending as a
method of firrancing the acquisition of machin"ry and equip-
ment. Afinancial lease is a contract between a lessorand a les-
see whercby the lessorpurchases machinery orequipment that
is put at the disposal of the lessee and the lessee contracts to
Pay rcntals which enable the lessor, over the period of the con-
tract, to recover alt, or virtually all, of his costs including in-
terest. Financial leases may be distinguished by the fact that
all the rislcs and rewards of ownership are, de facto, transferred
from the legal owner of the good, the lessor, to the user of the
good, the lessee. In order to capture the economic reality of
such arrangements, a change of ownership from the lessor to
the lessee is deemed to take place, even though legaliy the
leased good remains the property of the lessor, at least until the
termination of the lease when the legal ownership is usually
transferred to the lessee. The lessor is treated as making a loan
to the lessee which enables the latter to finance the acquisition
of the equipment. The rentals are then treated as covering re-
payments of the loan and intere,st payments.
6.119. Thus, operating leasing and financial leasing are treated as to-
tally different kinds of activity, one being a process of produc-
tion while the other is a method by which funds are channelled
from a lender to a borrower. Of course, some incidental ser-
vices are provided by the lessor in the process of arranging the
lease, but the value of these services is very small compared
with the total rentals paid. It is therefore essential to distin-
guish between the two types of leasing, even though financial
anangements may be devised which are hybrids of the two and
which are consecluently difficult to classify.
7. Financial intermediaries except insurance
corpotations and pension funds
Introduction
6.120. This section is concerned with financial intermediaries except
insurance corporations and pension funds, which are dealt
with in the following sections.
6.121. Financial intermediaries incur liabilities on their own account
on financial markets by bonowing funds which they lend on
different terms and conditions to other institutional units. As
explained in chapter IV, they intermediate between lenders
and borrowers by channelling funds from one to the other, put-
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ting themselves at risk in the pßoccss. They include almost all
institutions describing themsclves as *banks-. Th"y also in-
cludc unincorporated entcrprises engagcd on finarrcial inter-
mediation on a small scalc; these may be important in some
developing countries.
6.122. Some financial intcrmediaries raise most of their fimds by tak-
ing dcposits; others do so by issuing bills, bonds or other se-
curities. They lend funds by making loans or advances, or by-
purchasing bills, bonds or other securities. The pottern of their
financial asscts is different from that of their liabilities and in
this way th"y transform the frrnds they rcceive in ways more
suited to the requirements of borrowers. The rates of return
they npceive on the frmds they lend arc generally higher than
the rat,es they pay on the funds they borrow, and th"y obtain
most of thc frmds to defray their expenses and provide an op.
erating surplus in this way. Many financial intermediaries do
not charge explicitly for the intermediation services which
they provide to their customens so that there may be no receipts
from sales which can be used to vatue these seryices, although
there may be an increasing tendency to make charges.
6.123. Financial intermediaries are also increasingly tending to pro-
vide various kinds of auxiliary financial services, or business
services, as secondary activities: for example, culrency ex-
change, or advice about investments, the purchase of real es-
tate, or taxation. The output of such services is valued on the
basis of the fees or commissions charged, in the same way as
other services. The measurement of the production and con-
sumption of these services poses no special conceptual or
practical problems. The question to be resolved here is how to
value the output of financial intermediation for which no ex-
plicit charges are made and for which there are no sales re-
ceipts. Such output has to be valued indirectly and the way in
which this is done is explained in the following section.
The output of financial intermediation services indirectly
measured
6.124. Some financiäl intermediarie.s arc able to provide services for
which they do not charge explicitly by paying or charging dif-
ferent rates of interest to borrowers and lenders (and to differ-
ent categories of borrowers and lenders). They pay lowerrates
of interest than would otherwise be the case to those who lend
them money and charge higher rates of interest to those who
borrow from them. The resulting net receipts of interest are
used to defray their expenses and provide an operating sur-
plus. This scheme of interest rates avoids the need to charge
their customers individually for services provided and leads to
the pattent of interest rates observed in practice. However, in
this situation, the System must use an indirect measure, finan-
cial intermediation services indirectly measured (FISIM), of
the value of the services for which the intermediaries do not
charge explicitly.
6.125. The total value of FISIM is measured in the System as the total
property income receivable by financial intermediaries minus
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their total interest payable, excluding the value of any property
income receivable from the invesEnent of their own funds, as
such income does not arise from financial intermediation.
Whenever the production of output is recordd in the System
the use of that output must be explicitly accounted for else-
wherc in the System. Hence, FISIM must be recorded as being
disposed of in one or more of the following ways-as inter-
, 
mediate consumption by enterprises, as final oonsumption by
households, or as exports to non-residents.
6.126. In principle, the total output should, thercfore, be allocated
among the various recipients or useß of the services for which
no explicit charges are made. ln practice, however, it may be
difficult to find a method of allocating the total output among
differcnt users in a way which is conceptually satisfactory
from an economic viewpoint and for which the requisit,e data
are also available. Some flexibility has thereforc to be ac-
cepted in the way in which the output is allocated. Some coun-
tries may prefer to continue to use the convention proposed in
the 1968 version of the SNA whereby the whole of the output
is recorded as the intermediate consumption of a nominal in-
dustry. This convention makes total GDP for the @onomy as
a whole invariant to the size of the estimated output.
6.127. When the output is allocated among different users, one pos-
sible way of proceeding is to base the allocation on the differ-
ence between the actual rates of interest payable and
receivable and a "reference" rate of interest. When the requi-
site information is available, estimates of the following may
be calculated and used to allocate the total output:
(a) For those to whom the intermediaries lend funds, both
resident and non-resident, the difference between the in-
terest actually charged on loans, etc. and the amount that
would be paid if a reference rate were used;(b) iltJHH;T;.Xä::ilfl'11ä,:äffi
the interest they would receive if a refercnce rate were
used and the interest they actually receive.
6.128. The reference rate to be used represents the pure cost of bor-
rowing funds-that is, a rate from which the riskpremium has
been eliminated to the greatest extent possible and which does
not include any intermediation services. The type of rate cho-
sen as the reference rate may differ from country to country
but the inter-bank lending rate would be a suitable choice
when available; alternatively, the central bank lending rate
could be used.
6.129. If this type of information is not available or not appropriate,
the total value of FISIM could be allocated using different in-
dicators. For example, it could be allocated in proportion to the
total financial assets and liabilities that exist between financial
intermediaries and various groups of users, or in proportion to
other relevant financial variables.
6.130. For the System as a whole, the allocation of FISIM among dif-
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ferent categories of users is equivalent to reclassifying certain
parts of interest payments as peyments for services. This tc-
classification has important conscquences for the values of
certain aggregatc flows of goods and services-output, inter-
mediatc and final @nsumption, imports and exports-which
affect the values addcd ofparticular industries andsectots, and
also total gross domestic product (GDP). Therc are also im-
plications for the flows of interest recorded in the primary dis-
tribution of income accountrs. However, the saving of all the
units @noerned, including the financial intermediaries them-
selves, are not affected. Nor is the financial account affected.
6.131. Because of these effects, it is desirable for compilers to pro-
vide additional information to give some indication to users of
the accounts of the consequences of alternative heatnents.
When FISIM is actually allocated among us€Gl, the resulting
values should be identified and shown separately. Converseln
when the whole of the value of FISIM is, by convention, allo-
cated to the intermediate consumption of a nominal industry,
it is recommended that compilers should provide supplemen-
tary estimates, even if only approximate and very agg€gative,
of the allocation of FISIM between intermediate consumption
and the main categories of final demand and of the effects that
such an allocation would have on GDR GNI and otherrelevant
aggregrates. The trcatment of FISIM is explained in greater
detail in annex III on this subject at the end of this manual.
Central banks
6.132. The services of financial intermediation provided by cenhal
banks should be measured in the same way as those of other
financial intermediaries. Berause of the unique functions
which may be performed by central banks, the value of their
output may sometimes appear exceptionally large in rclation
to the resources employed. Services other than financial inter-
mediation which may be carried out by central banks should
be valued by the fees or conunissions charged, in the same way
as for other financial enterprise.
Unincorporated financial intermediaries and money lenders
6.133. The output of unincorporated financial intermediaries, includ-
ing those whose activities are not monitored and subject to
regulation by central banks or other authorities, is measured in
the same way as for financial corporations. Money lenders
who incur liabilities on their own account in order to mobilize
funds which they lend to others are clearly engaged in finan-
cial intermediation. Their output must be measued by the dif-
ference between the proPerty income they rcceive from the
lending of borrowed funds and the interest paid on the bor-
rowed funds. As in the case of large corporations, the income
they receive from the investment of their own funds is ex-
cluded from this calculation.
6.134. Some money lenders lend only their own funds. fire activity
of such small-scale money lenders, including many village
money lenders, is not financial intermediation as they do not
Production account
channel fimds ftom one group of institutional unitrs to another.
Lending as such is not a process of prcduction and the interest
received from thc lending of own funds cannot be identified
with the value of any services @uced.
8. Inrurance
6.135. The activity of insurance is intended to provide individuat in-
stitutional units exposed to certain rislcs with financial protec-
tion against the consequences of the occurrenoe of specified
events. It is also a form of financial intermediation in which
funds arc collected from policyholders and invested in finan-
cial or other assets which are held as technical resert e to meet
future claims arising from the occurrcnce of the events speci-
fied in the insurance policies. Although insurancc involves
transfers in which funds are redistributed among irrstitutional
units, insurance enterprises also produce services that are paid
for, directly or indirectly, by their policyholders. It is not easy
to disentangle the different elements involved in the transac-
tions between insurance enterprises and their policyholders
and to record them apprcpriately in the System. Accordingly,
a comPrehensive explanation of insurance and pensions and
the ways in which the various elements interact is given in
annex IV at the end of this manual. The purpose of the present
section is to explain how the output of the services pro-
duced by insurance enterprises is calculated and valued in
the System.
6.136. Tlpically, insurance enterprises do not make a separate charge
for the service of arranging the financial protection or security
which insurance is intended to provide. Whenever insurance
enterprises do make explicit charges to their policyholders or
others, these are treated as payments for services rendered in
the normal way. For those services for which no explicit
charges are made the value of the services they provide has to
be estimated indirectly, however, from the total rcceivables
and payables of insurance enterprises, including the income
accruing from the investment of their rcserves.
6.137 . Insurance enterprises build up technical neserves for several
reasons. One is that insurance premiums are payable in ad-
vance at the start of each period covered by the policy so that
insurance enterprises typically hold funds for a period of time
before an eventuality giving rise to a payment occurs. This ap-
plies to non-life insurance as welt as to life insurance. Another
reason is that there is sometimes an important time-lag be-
tween the eventuality occurring and the payment of the subse-
quent claim taking place. In addition, insurance enterprises
must hold considerable reserves in the form of actuarial re-
serves, including reserves on "with-profits" life policies, in re-
spect of life insurance. The technical reserves built up for
those reasons are invested in financial or non-financial assets,
including real estate. The income generat"d by these invest-
ments in the form of the property income or net operating sur-
pluses earned by renting residential or non-residential
buildings has a considerable influence on the level of premi-
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utns insurancc enterpriscs need to charge. The management of
its investnent portfolio is an integral part of thebusiness of in-
surenoe which has a considcrable bearing on the profitability
and competitiveness of the enterprisc.
6. l3E. The value of the total output of insurance services is obtained
residrnlly from an accounting relationship in which the fol-
lowing elements arc involved:
(a) Actual premiums earned: these rcfer to those parts of the
premiums payable in the current or pr€vious periods
which cover the rislcs incurrcd during the accounting pe-
riod in question. They are not equal to the premiums ac-
tually payable during the accounting period, as only part
of the perid covered by 
"n 
individual prremium may fall
within the accounting perid in which it is payable. The
ffi 'ffiff :H,ätr;lllf,T"r"':ffiff"::
counting perid or periods, form part of the technical re-
serves. Thus, total premiums earned are equal to
premiums receivable less the value of the changes in the
reserves due to prcpayments of premiums;(b) ffi : :ä'äffi"ff": f**ffi '#3 ;:
held and managed by the insurance enterprises, they are
treated in the System as assets of the policyholders. The
income earned on the investment of the reserves is,
therefore, attributed to the policyholders for whose ben-
efit the reserves are held. The income is recorded as re-
ceivable by the policyholders who pay it all back again
to the insurance enterprises as prcmium supplements.
These premium supplements must therefore always be
H*:il:lä:1ffi;T#ing 
income from the in-
(c) Claims which become due for payment during the ac-
counting perid: claims become due when the eventual-
ity takes place which gives rise to a valid claim; they are
equal to claims actually payable within the accounting
ffi*llus 
changas in the reserves against outrstanding
(ö Changes in the actuarial reserves and resewes for with-
profits insurance: these changes consist of allocations to
the actuarial reserves and reserves for with-profits insur-
ance policies to build up the capital sums guaranteed
under the5e policies. Most of these reserves relate to life
insurance but they may be needed in the case of non-life
insurance when claims are paid out as annuities instead
of lump sums.
All changes in insurance technical reserves referred to in (a),
(c) and (d) are measured excluding any nominal holding gains
or losses.
6.139. Items (a) and (b), i.e.:
Actual premiums earned; and
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Premium supplements (= income from investments)
determine the total nesources of an insurance enterprise arising
from its fursurance activities. Items (c) and (d), i.e.:
Claims due; and
Changes in actuarial reserves and reserves for with-
profits insurance
determine the total technical charges to be met out of these ne-
sources. The difference between the total resources and total
technical charges represents the amount available to an insur-
ance enterprise to cover its costs and provide for an operating
surplus. It is thercforc taken as measuring the value of the out-
put of services produced by the enterprise. lnsurance enter-
prises take all the items (b) to (d) into consideration when
fixing the levels of the premiums they charge in order to ensure
that the excess of total resources over total charges provides
sufficient rcmuneration for their own services.
6.140. Thus, the basic accounting used to estimate the value of the
o"*: of insurance services is as follows:
Ilotal claims due
plus Changas in actuarial and reserves for with-profits
insurance
plus T'iotal actual prcmiums earned
plus Total premium supplements
: Value of the output of insurance s rvices
The value of the output of insurance services is determined re-
sidually as the item that balances both sides of the above ac-
count. The outputs of both life and non-life insurance services
arc estimated by means of this identity.
9. Autonomous pension funds
6.141. Autonomous pension funds arc separate funds (i.e., separate
institutional units) established for purposes cif providing in-
comes on retirement for specific groups of employees which
are organizeÄ,and directed, by private or public employens or
jointly by the employers and their employees. These funds en-
gage in financial transactions on their own account on finan-
cial markets and make investments by acquiring financial and
non-financial assets. Th"y do not include social security
schemes organized for large sections of the community which
are imposed, controlled or financed by general government.
The output produced by pension funds is measured in the same
way as that of insurance enterprises, as described above, ex-
cept that in the case of pension funds, "premiums" are gener-
ally described as "contributions", while "claims" are
generally described as "benefits".
| 0. Research and deYelopment
6.142. Research and development by a market producer is an activity
undertaken for the purpose of discovering or developing new
products, including improved versions or qualities of existing
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products, or discovering or developing new or morc efficient
processes of production. Research and development is not an
ancillary activity, and a separate establishment should be dis-
tinguished for it, when possible. The research and develop
ment undertaken by market producers on their own behalf
should, in principle, be valued on the basis of the estimated
basic prices that would be paid if the research wet€ sub-con-
tracted commercially, but is likely to have to be valued on the
basis of the total production cosb, h practice. Research and
development undertaken by specialized commercial research
laboratories or institutes is valued by receiptrs from sales, con-
tracts, commissions, fees, etc. in the usual way. Research and
development undertaken by govemment units, universities,
non-profit research institutes, etc. is non-market production
and is valued on the basis of the total costs incurred. The ac-
tivity of research and development is different from teaching
and is classified separately in ISIC. ln principle, the two activ-
ities ought to be distinguished from each other when under-
taken within a university or other institute of highereducation,
although there may be considerable practical difficulties when
the same staff divide their time between both activities. There
may also be interaction between teaching and research which
makes it difficutt to separate them, even conoeptualln in some
cases.
I l. The production of originals and copier
6.143. The production of books, recordings, films, softwarc, tapes,
disks, etc. is a two-stage process of which the first stage is the
production of the original and thesecond stage the production
and use of copies of the original. The output of the first stage
is the original itself over which legal or de facto ownership can
be established by copyright, patent or secrecy. The value of the
original depends on the actual or expected receipts from the
sale or use of copies at the second stage, which have to cover
the costs of the original as well as costs incurred at the second
stage.
6.144. The output of the first stage is an intangible fixed asset that be-
longs to the producer of the original (author, film comPany,
program writer, etc.). It may be produced for sale or for own-
account gross fixed capital formation by the original producer.
As the asset may be sold to another institutional unit the owner
of the asset at any given time need not be the original producer,
although they are often one and the same unit. If the original
is sold when it has been produced, the value of the output of
the original producer is given by the price paid. If it is not sold,
its value could be estimated on the basis of its production costs
with a mark-up. However, the size of any mark-up must de-
pend on the discounted value of the future receipts expected
from using it in production, so that it is effectively this dis-
counted value, however uncertain, that determines its value.
6.145. the owner of the asset may use it dircctly orto producecopies
in subsequent periods. Consumption of fixed capital is re-
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corded in respect of the use of the asset in the same way as for
any other fixed asset used in production.
6.146. The owner may also license other producers to make use of the
original in production. The latüer may produce and sell copies,
or use copies in other ways; for example, fior film ormusic per-
formances. In these casyes, the owner is tteated as providing
scrvices to the licensces that are recorded as part of their inter-
mediate consumption. Ttre paymentrs made by the license
H. Intermediate consumption (P.21
t. lntroduction
6.147 . Intermediat,e consumptiorr consists of the value of the goods
and services @nsumed as inputs by 
" 
process of production,
excluding fixed assets whose sonsumption is recordcd alr con-
sumption of fixed capital. The goods orservices may be either
transformed or used up by the production proce.ss. Some in-
puts re-emerge after having been transformed and incorpo-
rated into the outputs; for example, grain may be transformed
into flour which in turn may be transformed into bread. Other
inputs are completely consumed or used up; forexample, elec-
tricity and mmt services.
6.148. Intermediate consumption does not include expenditures by
enterprises on valuables consisting of works of art, precious
metals and stones and articles of jewellery fashioned out of
them. Valuables are assets acquircd as stores of value: they are
not used up in production and do not deteriorate physically
over time. Expenditures on valuables are recorded in the cap-
ital account. Intermediate consumption also does not include
costs incurred by the gradual using up of fixed assets owned
by the enterprise: the decline in their value during the account-
ing period is recorded as consumption of fixed capital. How-
ever, intermediate consumption does include the rentals paid
on the use of fixed assets, whetherequipment orbuildings, that
are leased from other institutional units, and also fees, com-
missions, royalties, etc., payable under licensing arange-
ments, as explained above.
6.149. Intermediate consumption include.s the value of all the goods
or services used as inputs into ancillary activities such as pur-
chasing, sales, marketing, accounting, data processing, trans-
portation, storage, maintenance, security, etc. The goods and
services consum"d by these ancillary activities are not distin-
guished from those consum"d by the principal (or secondary)
activitie.s of a producing establishment even though the levels
at which ancillary activities are carried out do not usually vary
proportionately with the level of the principal activity.
2. The timing and valuation of intermediate conrumption
6.150. The intermediate consumption of a good orservice is recorded
at the time when the good or service enters the process of pro-
duction, as distinct from the time it was acquired by the pro-
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nuy bc fucribcd in various ways, such as fees, commissions
or royalties, but howcver they are described they arc heated as
payments for senrices rendcred by thc ownc,r. the usc of the
asset is then recordcd as @nsumption of fixed capital in the
production of seryices by the owncr. Thesc scrvices are valued
by thc fees, commissions, royalties, etc. received ftom the li-
ducetr In practice, the two times coincide for inputs of ser-
vices, but not for goods, which may be acquired some tirne in
advance of their use in production. A good or scrviee oon-
sumed as an intermediate input is normally valud at the
purchaser's price prcvailing at the time it enters the process of
production; that is, at the price the poducer would have to pay
to replace it at the time it is used. As explained in motc detail
in paragraphs 6.215 to 6.217 ,the purchaser's price, at least in
the case of certain goods, can be rcgarded as being composed
of three elements:
(a) The basic price received by the producer of the good or
service;
(b) Any transportation costs paid separately by the pur-
chaser in taking delivery of a good at the required time
äi"ffi r#"ffi ;'il:ffi Ttffi'ä[:::*
distribution;
(c) Any non-deductible tax (ess subsidy) on the product
ff:f äff:ffiffiä:hen 
it was Produced or
For purposes of the System's input-output tables, it may be
necessary to distinguish all three elements but not in the ac-
counts for institutional sectors or the central supply and use
table.
6.151. In pmctice, establishments do not usually rccord the actual use
of goods in production directly. Instead, they kop records of
purchases of materials and supplies intended to be used as in-
puts and also of any changes in the amounts of such goods held
in inventory. An estimate of intermediate consumption during
a given accounting period can then be deriv"d by subtracting
the value of changes in inventories of materials and supplies
from the value of purchases made. Changes in inventories of
materjals and supplias are equal to entries less withdrawals
and recurrent losses on goods held in inventory. Thus, by re-
ducing the value of changes in inventories recurent losses in-
crease intermediate consumption. Goods entering and leaving
inventory are valued at the purchasens'prices prevailing at the
times the entries, withdrawals or recurent losses take place.
This is exactly the same method as that used to value changes
in inventories of goods produced as outputs from the produc-
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tion proc€ss. Thus, the earlier discussion of the properties and
behaviou of the PIM applies, mutatis mutandis. to inventories
of inputs.
6.152. When goods or services produced within the same establish-
ment arc fed back as inputs into the production within the same
establishment, they are not recorded as part of the int,ermediat,e
consumption or the output of that establishment. On the other
hand, deliveries of goods and services between differcnt es-
tablishments belonging to the same enterprise are recorded as
outputs by the producing establishments and must, thercforc,
be recorded as intermediate inputs by the receiving establish-
ments.
3. The boundary between intormediate consumption rnd
compenration of omployeet
6. 153. Certain goods and services used by enterprises do not enter di-
rectly into the process of production itself but are consumed
by employees working on that process. In such cases it is nec-
e^ssary to decide whether the goods and services are interrne-
diate consumption or, alternatively, remuneration in kind to
employees. In general, when the goods or services are used by
employees in theirown time and at theirown discretion forthe
direct satisfaction of their needs or wants, they constitute re-
muneration in kind. However, when employees are obliged to
use the goods or services in order to enable them to carry out
their work, they constitute intermediate consumption.
6.154. It is immaterial to the employer whether they are treated as in-
termediate consumption or compensation of employees-
they are both costs from the employer's viewpoint-and the
net operating surplus is the same. However, reclassifying such
goods and services from remuneration in kind to intermediate
consumption, or vice versa, changes value added and balance
of primary incomes, and hence GDP as a whole.
6.155. The following types of goods and services provided to em-
ployees must be treated as part of intermediate consumption.
(a) Tools orequipment used exclusively, ormainly, at work;
(b) Clothing or footwear of a kind which ordinary consum-
ers do not choose to purchase or wear and which are
worn exclusively, or mainly, at worki e.g., protective
clothing, overalls or uniforms. However, uniforms or
other special clothing which employees choose to wear
extensively offduty instead of ordinary clothing should
be treated as remuneration in kind;
(c) Accommodation services at the place of work of a kind
which cannot be used by the households to which the
em ployees belon g - barracks, cabi ns, dorm itories, h uts,
etc.;
(d) Special meals or drinks necessitated by exceptional
working conditions, or meals or drinks provided to
servicemen or others while on active duty;
1 M
(e) Transportation and hotel services pnovided while the
employec is havelling on business;
A Changing facilities, washrooms, showels, baths, etc. ne-
cessitated by the nattrrc of the work
(g) First aid facilities, medical examinations or other health
checlcs required because of the naturc of the work.
Employees may sometimes be responsible for puchasing the
kinds of goods or services listed above and be su@uently
rcimbursed in cash by the employer. Such cash rcimburse-
ments must be treated as intermediate expenditures by the em-
ployer and not as part of the employ@'s wages and salaries.
6.156. The provision of other kinds of goods and services, such as
meals, ordinary housing services, the services of vehicles or
other durable consumer goods used extensively away from
worh transportation to and from worlg etc. should be heated
as remuneration in kind, as explained more fully in chapter
uI.
4. Thc boundary between intermsdirte conrumption and
gross fixed Gapitol formation
6.157. Intermediate consumption measures the value of goods and
services that are transformed or entirely used up in the course
of production during the accounting perid. It does not cover
the costs of using fixed assets owned by the enterprise nor ex-
penditures on the acquisition of fixed assets. Theboundary be-
tween these kinds of expenditures and intermediate
consumption is explained in more detail belou
Small tools
6.158. Expenditures on durable producer goods which are small, in-
expensive and used to perform relatively simple operations
may be treated as intermediate consumption when such ex-
penditures are made regularly and are very small compared
with expenditures on machinery and equipment. Examples of
such goods are hand tools such as saws, spades, knives, axes,
hammers, screwdrivels, spanners and so on. However, in
countries where such tools account for a significant part of the
stock of producets'durable goods, they may be treated as fixed
assets.
Maintenance and repairs
6.159. The distinction betw@n maintenance and repairs and gross
fixed capital formation is not clear-cut. The ordinary, regular
maintenance and repair of a fixed asset used in production
constitutes intermediate consumption. Ordinary maintenance
and repair, including the replacement of defective parts, are
typical ancillary activities but such services may also be pro-
vided by 
" 
separate establishment within the same enterprise
or purchased from other enterprises.
6.160. The practical problem is to distinguish ordinary maintenance
and repairs from major renovations, reconstructions or en-
Production account
largementrs which go considerably beyond what is required
simply to keep the fixed assetrs in good working ordcr. Major
renovations, rcconstructions, or enlargementrs of existing
fixed assets may enhance their efficiency or capacity or pro-
long their expected working lives. They must be treatcd as
gross fixed capital formation as th"y add to the stock of fixed
assets in exisüence.
6.161. Ordinary maintenance and repairs arc distinguished by two
features:
(a) They are activities that owners or userc of fixed assets
are obliged to rurdertake periodically in or&r to be able
:" 
utilize such assets over their expected service lives.
Ihey ar€ curent costs that cannot be avoided if the fixed
assets arc to continue to be used. fire owne,r or usetr can-
not afford to neglect maintrenance and repairs as the ex-
pected service life may be drasticalty shortened
otherwise;
(ä) Maintenance and repairs do not change the fixed asset
or its performance, but simply maintain it in good work-
ing order or restore it to its previous condition in the
event of a breakdown. Defective parts arc replaced by
new parts of the same kind without changing the basic
nature of the fixed asset.
6.162. On the other hand, major renovations or enlargements to fixed
assets arc distinguish"d by the following features:
(a) The decision to renovate, reconstruct or enlarge a fixed
asset is a deliberate investment decision which may be
undertaken at any time and is not dictated by the condi-
tion of the asset. Major renovations of ships, buildings
orotherstructures are frequently undertaken well before
the end of their normal service lives;
(b) Major renovations or enlargements increase the perfor-
mance or capacity of existing fixed assets or signifi-
cantly extend their previously expected service lives.
Enlarging or extending an existing building or structurc
obviously constitutes a major change in this sense, but a
complete refitting or restructuring of the interior of a
building, or ship, also qualifies.
Research and development .
6.163. Research and developrnent are undertaken with the objective
of improving efficiency or productivity or deriving other fu-
ture benefits so that they are inherently investment-rather
than consumpt ion - type act i vi t ies. However, other acti vi ties,
such as staff training, market research or environmental pro-
tection, ffiäy have similar characteristics. In order to classify
such activities as investment type it would be necessary to
have clear criteria for delineating them from other activities,
to be able to identify and classify the assets producd, to be
able to value such assets in an economically meaningful way
and to know the rate at which they depreciate over time. In
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practice it is difficult to mect all these requirements. By Gron-
vention, thercfore, all thc outputrs produced by rescarctr and
developmcnt, staffhahittg, market rcsearch and similar activ-
ities arebeatcd as b"ing sonsumedas inüermediat,e inputs even
though some of them may bring future benefits.
6.1&. As alneady noted, neseiarch and developrnent is not an ancillary
activity likc purchashg, book-keephg, storage and maintc-
nanoe which tend to be found frequently in all kinds of estab-
lishments. When research and development is carried out on a
significant scale within an enterprise, it would be desirable to
identify a separate establishment for it so that the relevant in-
puts and outputs could be distinguished for analytical pur-
tr)oses. Because of the difficulty of obtaining price data, the
output will usually have to be valued by total coets of produc-
tion, as in the casc of most other own-account production. The
output produced has then to be beetcd as being delivered to
the establishment, or establishments, which make up the rest
of the errterprise and included in their intermediate consump-
tion. When there are several other establishments, the arnounts
of research and development delivered can be distributed in
proportion to their total costs or other indicator, in much the
same way that the output of head offices or other central facil-
ities has to be allocated.
6.165. When an enterprise contracts an outside agency to undertake
research and development, staff training, market research or
similar activities on its behalf, the expenditures incurred by
the enterprise are treated as purchases of services used for pur-
poses of intermediate consumption.
Mineral exploration
6.166. Expenditures on mineral exploration are not treated as inter-
mediate consutnption. tWhether successful or not, they are
needed to acquire new reserves and are, therefore, all classi-
fied as gross fixed capital formation.
Military equipment
6.167. In the past, it has been conventional in national accounts to
treat all goods except dwellings acquired by governmental es-
tablishments engaged in the production of defence services,
that is Class 7522 of the ISIC, as intermediate inputs whether
the goods are non-durable ordurable. Thus, ships, aircraft, ve-
hicles and other equipment acquired by military establish-
ments, and the construction of buildings, roads, airfields,
docks, etc. for use by military establishments have always
been treated as intermediate consumption rather than capital
formation. This implies that the output from Class 7522is pro-
duced without any inputs of capital although the rationale for
this has never been clear. It has sometimes been suggested that
it is impossible to estimate service lives for the assets con-
cerned, but this is not true for most of them.
6.168. In order to be treated as capital, a good must not only be dura-
ble but used rcpeatedly or be continuously in production over
a number of accounting periods. However, if military weap-
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ons such as rockets, missiles and their warheads, are actually
used in combat, they arc used to deshoy and not to produce.
Thus, the actual use of destructive weapom can scareely be
trcated as an input into an economic process of production.
6.169. fire provision of defence, however, can certainly be construed
as a form of production from which people bencfit and for
which they are prepared to pay, individually or collectively.
Moreover, the provision of defence, like any other productive
activity, does requirc the repeated or continuous usage of cer-
tain durable goods over a number of accounting perids. Thus,
a distinction can be drawn between those durable goods that
are actually used in much the same way as in any othertype of
production, and those which either are never used or, if th"y
are used, do not constitute inputs into a productive lrtrocess.
This suggests a distinction between ordinary producen'dura-
ble goods of a kind nsed throughout the economy and destruc-
tive military weapons designed for combat.
6.170. On this line of reasoning, rockets, missiles and their warheads
are not to be treated as fixed assets. By extension, missile silos,
warships, submadn"g, fighter aircraft and bombers, and tanks
whose sole function is to release such weapons should also not
be treated as fixed assets. On the other hand, the airfields,
docks or other facilities used as bases by these same ships, sub-
marines or aircraft can be used with little or no modification
for quite different purposes of a non-military nature. Very
often such facilities are shared between military and civilian
llsrc. Moreover, the manner in which the facilities are utilized
is essentially the same whether they are used by military per-
sonnel or others.
6.171. For these reasons, only expenditures by the military on weap-
ons of destruction and the equipment needed to deliver them
should be classified as intermediate consumption. Con-
vensely, the construction of buildings for use by military per-
sonnel, including hospitals and schools, and also of roads,
bridges, airfields, docks, etc. for use by military establish-
ments should be treated as gross fixed capital formation. In ad-
dition, machinery and equipment of the same type as that used
by civil establishments for non-military purposes should also
be treated as fixed capital formation; for example, vehicles,
ships or aircraft used for the transport of persons or goods;
computers and office machinery and equipment; etc.
6.172. Light weapons and armourcd vehicles are also acquired by
non-military establishments engaged in internal security or
policing activities, including establishments owned by market
security services. Weapons or armoured vehicles acquired by
polic.e and security services are treated as fixed assets, even
though expenditures on the same kind of equipment by mili-
tary establishments would be treated as intermediate.
5. GollectiYe rervices
6.173. Collective services provided by government units are not in-
cluded in the intermediate consumption of enterprises, even
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though enterpriscs benefit ftom the provision of Uansport fa-
cilities, securitn etc. It would be impossible to identify those
collective services that benefit enterprises rather than house-
holds and to allocate such services between individual enter-
prisres. Some individual non-market goods or servic€s may
also be provided to market producers, such as free veüerinary
ssrvices to farmcrs. By sonvention th"y are not included in
their intermediate Consumption and they arp not separated
from collective services.
6. Social tronsfen
6.174. Expenditures by government or NPISIIS on goods or services
produced by market producers that are provided directly to
households, individually or collectively without any further
prccessing constitute final consumption expenditures by gov-
emment or NPISHS and not intennediate consumption. The
goods and services in question arc one form of social transfers
and enter into the actual consumption of households.
7. Scrvicer of burinoE3 .stociationr
6.175. Non-profit institutions in the form of business ass@iations
that exist to protect the interests of their members and arc fi-
nanced by them are market pnrducers. The subscriptions paid
by the businesses constitute payments for services rendered.
These services are consumed as intermediate inputs by the
members of the association and are valued by the amounts
paid in subscriptions, contributions or dues.
8. The boundary between intermediate conrumption
rnd valuo added
6.176. The boundary between intermediate consumption and value
added is not a rigid one fixed purely by the technology of pro-
duction. It is also influenced by the way in which the produc-
tion is organized and distributed between different
establ ishments or enterprises.
6.177. The types of services produced by ancillary activities can ei-
ther be produced for own use within the same establishment
or obtained from outside, i.e., from specialist market enter-
prises. If an establishment obtains the services from outside
instead of from ancillary activities, its value added is reduced
and intermediate consumption increased, even though its
principal activity remains completely unchanged. As ancill"ry
activities themselves have intermediate inputrs, however, the
increase in intermediate consumption is likely to be less than
the value of the additional services purchased. Nevertheless,
the distribution of value added between establishments and
enterprises is bound to be influenced by the extent to which
the services of ancill"ty activities arc produced in-houseorob-
tained from outside. Similarln observed input-output ratios
may vary significantly for the same nsas(on, even between
equally efficient establishments utilizing the same technology
for their principal activity.
Production account
6.178. The decision to rcnt, rather than purchase buildings, ma-
chinery or equipment, can also have a major impact on the
ratio of intermcdiate corunrmption to value added and the dis-
tribution of value added between poducers. Rentals paid on
buildings or on machinery or equipment under an operating
lease corntitute purchases of services that are recorded as in-
termediatre consumption. However, if an ent,erprisc owrrs its
buildings, tnachinery and equipment, most of the costs sssxF
ciated with their use are not recorded under intermediate con-
l. Consumption f fixed Gapital (K.ll
l. lntroduction
6.179. Consumption of fixed capital is a cost of production. It may be
defined in general terms as the decline, dtuing the course of
the accounting period, in the current value of the stockof fixed
assets owned and used by a producer as a result of physical de-
terioration, normal obsolescence or nornal accidental dam-
age. It excludes the value of fixed assets destroy"d by acts of
war or exceptional events such as major natural disasters
which occur very infrequently. Such losses are recorded in the
System in the account for "Other changes in the volume öf as-
sets". Consumption of fixed capital is defined in the System in
a way that is intended to be theoretically appropriate and rele-
vant for purposes of economic analysis. Its value may deviate
considerably from depreciation as recorded in business ac-
counts or as allowed for taxation purposes, especially when
there is inflation.
6. 180. Fixed assets may have been purchased in the past at times
when both relative prices and the general price level were very
different from prices in the current period. In order to be con-
sistent with the other entries in the same production account,
consumption of fixed capital must be valued with reference to
the same overall set of current prices as that used to value out-
put and intermediate consumption. Consumption of fixed cap-
ital should reflect underlying resource costs and relative
demands at the time the production takes place. It should
therefore be calculated using the actual orestimated prices and
rentals of fixed assets prevailing at that time and not at the
times the goods were originally acquired. The "historic costs"
of fixed assets, i.e., the prices originally paid forthem, may be-
come quite irrelevant for the calculation of consumption of
fixed capital if prices change sufficiently over time.
2. Gonsumption of fixed capital and rentals
on fixed assets
6. l8l. The rental is the amount payable by the user of a fixed asset to
its owner, under an operating lease or similar contract, for the
right to use that asset in production for a specified period of
time. The rental needs to be large enough to cover not only the
reduction in the value of the asset over that period-i.e., the
consumption of fixed capital-but also the interest costs on
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sumption. The capital consumption on the fixed assets forms
part of gross valuc added while intercst costs, both actual and
implicit, have to be mct out of the net ope,rating surplus. Only
the costs of the materials nee&d for mainüenance and repairs
appear undcr intermediate consumption. Dlccisions to rcnt
rather than purchase may be influenced by factors quite unre-
lated to thc technology of production, such as taxation, the
availability of finance, or tlrc consequence for the balance
sheet,
thc value of the asset at the start of the pcriod and any ottrer
coetrs incurred by the ownetr fire intercst ccts may consist ei-
thcr of actual intcrcst paid on borrowed fimds or thc loss of in-
tercst incurred alt a result of investing own frmds in the
purchase of the fixed asset instead of a financial asset.
Whether owned or rcnted, the full cost of using the fixed asset
in production is measured by the actual or imputed rental on
the asset and not by consumption of fixed capital alone. When
the asset is actually rented under an operating lease or similar
contract, the rental is recorded under intermediate consump-
tion as the purchase of a service produced by the lessor. When
the user and the owner are one and the same unit, consumption
of fixed capital represents only part of the cost of using the
asset.
6.182. The value of a fixed asset to its owner at any point of time is
determined by the present value of the futurc rcntals (i.e., the
sum of the discounted values of the stream of future rcntals)
that can be expected over its rcmaining service life. Consump-
tion of fixed capital is therefore measured by the decrease, be-
tween the beginning and the end of the current accounting
perid, in the present value of the remaining sequenoe of rcnt-
als. The extent of the decrcase will be influenced not only by
the amount by.which the efficiency of the asset may have de-
clined during the current period but also by the shortening of
its service life and the rate at which its economic efficiency de-
clines over its remaining service life. The flow of futurc rentals
which determine the present values used to derive sorsump-
tion of fixed capital must, of course, be valued at current prices
or rcntals.
6.183. The calculation of consumption of fixed capital is a forward-
looking measure that is determined by future, and not past,
events. The future rentals on which its value depend them-
selves depend upon the benefits which institutional units ex-
pect to derive in the future from using the asset in production
over the remainder of its service life. Unlike depreciation as
usually calculated in business accounts, consumption of fixed
capital is not, at least in principle, a method of allocating the
costs of past expenditures on fixed assets over subsequent ac-
counting periods. The value of a fixed asset at a given moment
in time depends only on the remaining benefits to be derived
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from its use, and consumption of fixed capital must be based
on values calculated in this way.
3. The calculation of Gon3umption of fixod cepitrl
6.184. Depreciation as reeorded in business accounts may not pro-
vide the right kind of information for the calculation of con-
sumption of fixed capital, for the reasons given above. If data
on depreciation are used, they must, at the very least, be ad-
justed from historic costs to currcnt prices. Howevetr, depreci-
ation allowances for tax purposes have often been grossly
manipulated in quite arbitrary ways to try to influence rates of
investment and arc best ignored altogether in many cases. It is
thereforc t€cornmended that independent estimates of con-
sumption of fixed capital should be compiled in conjunction
with estimates of the capital stock lhese can be built up from
data on gross fixed capital formation in the past combined with
estimates of the rates at which the efficiency of fixed assets de-
cline over their service lives. As a result of market forces, the
purchaser's price of a new fixed asset should provide a good
initial estimate of the prasent value of the future rcntals which
can be derived from it. Subsequent changes in its value can
then be deduced analytically from information orassumptions
about the rate at which its efficiency in production declines
over time. This method of building up estimates of the cap-
ital stock and changes in the capital stock over time is
known as the perpetual inventory method, or PIM. Esti-
mates of consumption of fixed capital are obtained as a by-
product of the PIM.
4. The Goyerage of Gonsumption of fixed capital
6.185. Capital consumption is calculated for all fixed assets-that is,
tangible and intangible fixed assets-owned by producers,
but not for valuables (precious metals, prccious stones, etc.)
that are acquired precisely because their value, in real terms,
is not expected to decline over time. Fixed assets must them-
selves have been produced as outputs from processes of pro-
duction as defined in the System. Consumption of fixed
capital does not, therefore, cover the depletion or degradation
of non-produced assets such as land, mineral orotherdeposits,
or coal, oil, or natural gas.
6.186. Capital consumption must, however, b calculated in respect
of fixed assets which are constructed to improve land, such as
drainage systems, dykes, or breakwaters or on assets which
are constnrcted on or through land-roads, railway tracks,
tunnels, dams, etc. Although some structures such as roads or
railway traclcs may appear to have infinite lives if properly
maintaind, it must be remembered that the value of assets
may decline not merely because they deteriorate physically
but because of a decrease in the demand for their services as a
result of technical progress and the appearance of new substi-
tutes for them. ln practice, many structures, including roads
and railway tracks, are scrapped or demolished because they
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have become obsolete. Eyen though the estimated scrvice
lives may be very long for some structures, such as roads, brid-
96, darns, etc., they cannot be assumed to be infinite. Thus,
capital consumption needs to be calculatd for all types of
structures, including thosc owned and maintain"d by govem-
ment units, as well as machinery and equipment.
6.187. Losses of fixed assets due to normal accidental damage ane
also included under@nsumption of fixed capital; that is, dam-
age caused to assets used in production resulting from their ex-
posure to the risk of fires, storms, accidents due to human
etrto$r, etc. When these kinds of accidents occur with predict-
able regularity they are taken into ac@unt in calculating the
avetage service lives of the goods in question. At the level of
thc economy as a whole, the actual normal accidental damage
within a given accounting period may be expected to be egul,
or close, to the average. Howeve,r, for an individual unit, or
group of units, itry differcnce between the average and the ac-
tual normal accidental damage within a given period is re-
corded in the other changes in volume of assets account. On
the other hand, losses due to war or to major natural disasters
wh ich occur very infrequently -major earthquakes, volcanic
eruptions, tidal waves, exceptionally severie hurricanes, etc.-
are not included under consumption of fixed capital. There is
no reason for such losses to be charged in the production ac-
count as costs of production. The values of the assets lost in
these ways are recorded in the other changes in volume of as-
sets account. Similarly, although consumption of fixed capital
includes reductions in the value of fixed assets resulting from
normat, expected rates of obsolescence, it should not include
losses due to unexpectd technological developments that
may significantly shorten the service lives of a grcup of exist-
ing fixed asseüs. Such losses are treated in the same way asr
losses due to above average rates of normal accidental dam-
age. In practice, however, it may be difficult to measurc such
losses.
5. The perpeturl inventory method
6. 188. A brief explanation of how consumption of fixed capital may
be calculated as a by-product of the perpetual inventory
method of calculating the capital stock is given in this section.
Calculation of the gross capital stock at current prices
6.189. The perpetual inventory method requires an estimate to be
made of the stock of fixed assets in existence and in the hands
of producers. This is done by estimating how many of the fixed
assets installed as a result of gross fixed capital formation un-
dertaken in previous years have survived to the currcnt perid.
Average service lives, or survival functions, based on obser-
vations or technical studies may be applied to past investments
for this purpose. Fixed assets purchascd at different prices in
the past have then to be revalued at the prices of the current
perid. This may be done by utilizing approp,riate price indices
for fixed assets. The construction of suitable price indices cov-
Production account
ering long periods of time raises difficult conceptual and prac-
tical problems, but these technical problems of price measure-
ment are not peculiar to the PIM method and will not be
pursued further in the present context. The stock of fixed as-
sets surviving from past investment and rcvalued at the
purchasers' prices of the current perid is described as the
gross capital stock The gross capital stock can also be mea-
sured at the prices of some base year if it is desired to have an-
nual time series for the gross capital stock at constant prices.
Relative fficiencies and rentals
6.190. The inputs into production obtained from the use of a given
fixed asset tend to diminish over time. The rate at which the
efficiency declines may vary from one type of asset to another.
Various profiles arc possible; for example:
(a) Constant efficiency until the asset disintegrates; for ex-
ample, an electric light bulb;
(b) Alinear decline in efficiency; the service life ends when
efficiency declines to zero;
(c) A constant geometric, or exponentiat, decline in effi-
ciency.
In each of these cases, it is sufficient to know one parameter,
the length of the service life or the rate of geometric decline,
in order to have full information about the pattern of relative
efficiency over time.
6.191. Another plausible profile is a combination of cases (a) and (b)
above; i.e., a linear rate of decline with the asset disintegrating
before efficiency has fallen to zero. This mixed case will be
referred to later.
6.192. The amounts of rentals which users are prepared to pay will be
proportional to the relative efficiencies of the assets. If one is
twice as efficient as another for the user's purposes, the user
will be prepared to pay a rental which is also twice as great.
Thus, the efficiency profiles of fixed assets determine the pro-
files of the rentals which they command over their service
lives (assuming that prices remain, or are held, constant).
Once the profiles of the rentals over the service lives of the
fixed asset have been determined, it becomes possible to cal-
culate the consumption of fixed capital, period by period.
Rates of capital consumption
6.193. Consumption of fixed capital is proportional to the reduction
in the present value of the remaining rentals, as explained ear-
lier. This reduction, and the rate at which it takes place over
time, must be clearly distinguished from the decline in the ef-
ficiency of the capital assets themselves. The distinction is
most obvious in the first case listed in paragraph 6.190. Al-
though the efficiency, and hence the rental, of an asset may re-
main constant from period to period until it disintegrates, the
capital consumption is not constant. It can easily be shown in
this case that the decline in the present value of the remaining
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rentals from perid to period is considerably lower earlier in
the life of the asset than when the asset is approaching the end
of its life. C-apital @nsumption üends to increase as the asset
gets older even though the efficiency and rcntal remain con-
stant to the end. However, the gradual increasc in capital con-
sumption could be eliminated if the efficiency and rcntals
were tending to decrease over time even beforc the asset dis-
integrates. This is the mixed case rcfered to above obtained
by combining profiles (a) and O) so that the rentals fall at a
linear rate to a cut-offpoint before th"y reach zßro.It can easily
be demonstrated that this ldrd of profile is capable of generat-
ing a constant raie of capital consumption over the life of the
asset. In other words, it can lead to constant or'straight-line
dcpreciation" as it is commonly described.
6.194. One major advantage of straight-line depreciation is its sim-
plicity. It can be estimated merely by dividing the purchaser's
price of a new fixed asset by the number of years of service
life, assuming that the purchaser's price of a new asset approx-
imates the present value of the future rentals. From a theoret-
ical point of view, the validity of straight-line depreciation
depends upon whether it is reasonable to assume some com-
bination of profiles (a) and (b) for the rentals. Because of its
simplicity, straight-line depreciation is widely used in busi-
ness accounting. In principle, it is also acceptable for purposes
of calculating consumption of fixedcapital in the System, pro-
vided that the implied profile for the rentals is believed to be
not unrealistic.
6.195. On the other hand, when the efficiency and rentals on a fixed
asset decline at a constant geometric rate from period to period
it can easily be shown that capital consumption also declines
at the same rate. The coincidence between the two rates is ex-
tremely convenient analytically and this case figues promi-
nently in the theoretical literature. It is also easy to calculate.
In theory the life of an asset is infinite under geometric depre-
ciation. However, when an asset has an observed average ser-
vice life of n yffiß, a good approximation to geometric
depreciation can be obtained by calculating the rate of depre-
ciation as a constant fraction ,2ln,of the written dovm value of
the good at the start of each year. This is the so-called double
declining balance method.
6.196. The rate of depreciation using the double-declining balance
method is obviously twice that of linear depreciation in the
first year. However, the absolute value of capital consumption
declines from year to year under any geometric, or declining
balance, formula, so that at some point it must fall below the
corresponding figure that would be obtained using straight-
line depre.ciation. In other words, the doubledeclining bal-
ance method leads to a much more "accelerated" pattern of
capital consumption. This profile is considered to be more re-
alistic by many economists, and observations on the prices of
many existing tangible fixed assets tend to support it. Many
business accountants also prefer an accelerated depreciation
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method as being more "prudent" because it tends to lead to
lower values for assets in the balance sheet.
6.197 . Both the linear and thegeometric, or declining-balance, meth-
ods are easy to apply. fire choice between them depends upon
knowledge, or assumptions, about the implied profiles of rent-
als which underlie them. It is not possible on a priori grounds
to recommend the use of one in prefercnce to the other in all
circumstanqers. It is possible, for example, that linear depreci-
ation may be realistic in the case of stnrctllrres, while geomehic
depreciation is more realistic in the case of machinery or
equipment. In practice, the choice of formula seems to rest be-
tween one or the other of these two methods, ärd there seems
little justification for the use of more complex forrnulae.
Values of consumption of fixed capital
6.198. The value of the capital consumption on a fixed asset may b
estimat"d by applying either the linear or geometric deprecia-
tion formula to the actual or estimated current purchaser's
price of a new asset of the same type. In the case of geometric
depreciation, the absolute value of the consumption of fixed
capital depends on the age of the assct in question, but not, of
course, in the case of linear depreciation. Consumption of
fixed capital has to be calculated in this way for all the fixed
assets which make up the gross capital stock valued at current
prices. The consumption of fixed capital for a particular sector
or industry is then obtained as the sum of the estimates for all
the fixed assets owned by the units in that sector or industry.
Gross and net capital stocks
6.199. The value at current prices of the gross capital stock is ob-
tained by making use of price indices for fixed assets to value
all fixed assets still in use at the actual or estimated currcnt
purchasers' prices for new assets of the same type, irrespective
of the age of the assetrs. The net, or writtendown vatue of a
fixed asset is equal to the aetual or estimated curent
purchaser's price of a new asset of the same type less the cu-
mulative value of the consumption of fixed capital accmed up
to that point in time. The values in earlier periods must, of
course, all be calculated with reference to the current
purchaser's price of a new asset for this purpose. The sum of
the written-down values of all the fixed assets still in use is de-
scribed as the net capital stock.
6.2W. Fixed assets figure prominently in the balance sheets of their
J. Basic, producers' and purchasers' prices
l. lntroduction
6.2M. More than one set of prices may be used to value outputs and
inputs depending upon how taxes and subsidies on products,
and also transport charges, äE recorded. Moreover, value
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owners. The values to be necorded in the balance shets of the
System are the net, or writtendown values just described. To
be proise, the value of a fixed assct shown in the balance sheet
is the actual or estimated purchaser's price of a new asset of
that type at the time the balance sheet is drawn up less the cu-
mulative consumption of fixed capital incurred up to that time
calculated with refercnce to the same purchaser's price.
6. trult' tnd 'not- recording
6.201. the sonsumption of fixed capital is one of themost important
elements in the System. I;n mct cascs, when a distinction is
drawn between 'gross- and 'net" recording *gross" means
without deducting consumption of fixed capital while tpcord-
ing'net'means after deducting consumption of fixed capital.
In particular, all the major balancing items in the accounts
from valuc added through to saving may bc recqd grcss or
net: i.e., before or after deducting consumption of fixed capi-
tal. It should also be noted that consumption of fixed capital is
typically quite large compared with most of the net balancing
items. It may account for l0 per cent or morc of total GDP.
6.202. It is clear from the previous sections that the consumption of
fixed capital is one of the most difficult items in the accounts
to measure and estimate. The depreciation figures recorded in
business accounts, or allowed for tax purPoses, häY be very
difficult to adjust to bring them into line with consumption of
fixed capital as understood in economic theory and defined in
the System, while it may not be possible to estimate consump
tion of fixed capital using the perpetual inventory method if
long time series of gross fixed capital formation ate not avail-
able in some detail. Moreover, consumption of fixed capital
does not rcpresent the aggregate value of a set of transaetions.
It is an imputed value whose @onomic significance is differ-
ent from entries in the accounts bas€d mainly on market hans-
actions.
6.203. For these rreasons, the major balancing items in national ac-
counts have always tended to be recorded both gross and net
of consumption of fixed capital. This tradition is continued in
the System wherc provision is also made for balancing items
from value added through to saving to be recorded both ways.
In general, the gross figurc is obviously the easier to estimate
and iläy, therefore, be morc reliable, but the net fig,trc is usu-
ally the one that is conceptually more appropriate and relevant
for analytical purposes.
added taxes, (VAT), and similar deductible taxes may also be
recorded in more than one way. The methods of valuation used
in the System are explained in this section.
Production account
2. Baric and producen' pricer
6.205. The System utilizcs two kinds of output prices, namely, basic
prices and producers' prices:
(a) The basic price is the amount rcceivable by the producer
from the purctraser for a unit of a good or scwice pro-
duced as output minus any tax payable, and plus any
subsidy receivable, on that unit as a oonsequence of its
loduction 
or sale. It excludes any transport charges in-
voiced separately by the produoer;
(ä) The producerb price is the amount receivable by the
IH::HI""'ü:I 3#Tit::#,ilä
ductible tax, invoiccd to the purchaser. It excludes any
hansport charges invoiced separately by the producer.
The amounts charged by non-market producers when they sell
output at prices that are not economically significant do not
constitute basic or producers'prices as just defined. Prices that
are not economically significant are not used to value the out-
put sold at such prices: instead, such output is valued by itrs
costs of production (see paragraph 6.220\. Neither the
producer's nor the basic price includes any amounts receiv-
able in respect of VAT, or similar deductible tox, invoiced on
the output sold. The difference between the two is that to ob-
tain the basic price any other tax payable per unit of output is
deducted from the producer's price while any subsidy receiv-
able per unit of output is added. Both producers' and basic
prices are actual transaction prices which can be directly ob-
served and recorded. Basic prices are often reported in statis-
tical inquiries and some official "producer price" indices
actually refer to basic prices rather than to producers'prices as
defined here. When output produced for own final consump-
tion, or own gross fixed capital formation, is valued at basic
prices, it is valued at the estimated basic prices that would be
receivable by the producer if the output were to be sold on the
market.
6.2M. When output is recorded at basic prices, any tax on the product
actually payable on the output is treated as if it were paid by
the purchaser directly to the government instead of being an
integral part of the price paid to the producer. Conversely, any
subsidy on the product is treated as if it were received directly
by the purchaser and not the producer. The basic price mea-
sures the amount retained by the producer and is, therefore, the
price most relevant for the producer's decision-taking. It is be-
coming increasingly common in many countries forproducers
to itemize taxes separately on their invoices so that purchasers
are informed about how much they are paying to the producer
and how much as taxes to the government.
VAT and similar deductible taxes
6.207. Many countries have adopted some form of VAT. VAT is a
wide-ranging tax usually designed to cover most or all goods
and services. In some countries, VAT may replace most other
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forms of taxee on products, but VATmay also be levid in ad-
dition to some other taxes on products, such as excisc duties
on tobacco, alcoholic drink or fuel oils.
6.208. VAf is a tax on products collectcd in stages by entcrprises.
There exist in somc counhies taxes that alp nanowctr in scope
than VAf but may also bc deductible by producem. They ate
treetcd in the System in the sarnc way as VAf. h''oducens are
required to charge certain pe,rccntage raües of VAT on thc
gmds or services they sell. the VAf is shown separately on
the sellers'invoices so that purctrasers know the amounts they
have paid. However, producers arc not required to pay to the
government the full amountrs of thc VAf invoicod üo their cus-
tomers becausc they are usually permitted to deduct the VAf
that they themsclves have paid on goods and swices pur-
chased for thcir own intermcdiatc consumption or gross fixed
capital formation. hoducers are obliged to pay only the dif-
ference between the VAf on their sales and the VAf on their
purchases for intermediate consumption or capital forma-
tion-hence the expression value added tax. VAf is not usu-
ally charged on sales to non-residents-i.e., exports. The
percentage rate of VAT is also liable to vary between different
categories of goods and services and also according to the type
of purchaser.
6.209. The following terminology needs to be defined:
(a) Invoiced VAT this is the VAf payable on the sales of a
producer; it is shown separately on the invoicewhichthe
producer presents to the purchaser;
(b) Deductible VAT this is the VAf payable on purchases of
goods or services intended for intermediate consump-
tion, gross fixed capital formation or for resale which a
producer is permitted to deduct from his own VrlT lia-
bility to the government in respect of VAI invoiced to
his customers;
(c) Non-deductible VAT: this is VAT payable by 
" 
pur-
chaser which is not deductible from his own VAT lia-
bility, if any.
Thus, a market producer is able to recover the costs of any de-
ductible VAT payable on his own purchases by reducing the
amount of his own VAf liability in respect of the VAI invoiced
to his own customers. On the other hand, the VAT paid by
households for purposes of final consumption or fixed capital
formation in dwellings is not deductible. The VAf payable by
non-market producers owned by government units or NPIs
may also not be deductible.
Gross and net recording of VAT
6.210. There are two alternative systems that may be used to record
VAf, i.e., the "gross" or "net" systems. Underthe gnoss system
all transactions are trecorded including the amounts of any in-
voiced VAf. Thus, the purchaser and the sellerrpcord the same
price, irrespective of whether or not the purchaser is able to de-
duct the VAT subsequently.
System of National Accounts 1993
6.211. While the gross system of recording seems to accord with the
traditional notion of recording at "market" prices, it presents
some difficulties. First, practical experience with the opera-
tion of Vrtf over many years in a number of countries has
shown it may be difficult, if not impossible, to utilize the gross
system becausc of the way in which business accounts arc
computed and records arc kept. Sales are nornally reported
excluding invoiced VAf in most industrial inquiries and busi-
ness surveys. Conversely, purchases of goods and services by
producers are usually recorded excluding deductible VAf. Al-
though the gross system has been tried in some countries, it has
had to be abandoned for these reasons. Secondln it can be ar-
gued that the gross system distorts economic reality to the ex-
tent that it does not rcflect the amounts of VAT actually paid
by businesses. Large amounts of invoiced VAf arc deductible
and thus rcpresent only notional or putative tax liabilities.
6.212. 
3" 
System therefore requires that the net system of recording
VAT should be followed. In the net system:
(a) Outputs of goods and services are valued excluding in-
voiced VAT: imports are similarly valued excluding in-
voiced VAT;
(b ) Purchases of goods and services are recorded including
non-deductible VAT.
Under the net system, VAf is recorded as being payable by
purchasers, not sellers, and then only by those purchasers who
are not able to deduct it. Almost all VAT is therefore recorded
in the System as being paid on final uses-mainly on house-
hold consumption. Small amounts of VAT h"y, however, be
paid by brninesses in respect of certain kinds of purchases on
which VAT ma), not be deductible.
6.213. The disadvantage of the net system is that different prices must
be recorded for the two parties to the same transaction when
the VAT is not deductible. The price recorded for the producer
does not include invoiced VAT whereas the price recorded for
the purchaser does include the invoiced VATwhenever it is not
deductible. Thus, on aggregate, the total value of the expendi-
tures recorded for purchasers must exceed the total value of
the corresponding sales receipts recorded for producers by the
total amount raised in non-deductible VAT.
6.214. The traditional concept of the "market" price becomes some-
what bluned under a system of VAT or similar deductible taxes
because there may be two different prices for a single transac-
K. Valuation of outputs and inputs
l. 0utput
6.218. Goods and services produced for sale on the market at eco-
nomically significant prices may be valued either at basic
Prices or at producer's prices. The preferred method of valua-
tion is atbasic prices, especially when a system of VAT, orsiÄ-
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tion: one from the seller's point of view and another from the
purchaser's, depending upon whether or not the tax is deduct-
ible. Moreover, it is difficult to interpret the producer's price
defined to exclude invoiced VAf-i.e., ä tax on a product-as
a "market" price in the baditional sense of that term. The
producer's price thus defined is a hybrid which excludes
some, but not all, taxes on products. The basic price, which
does not include any taxes on the output (but includes subsi-
dies on the output) becomes a clearcr concept in these circum-
stances ard, partly for this rrsason, is the prcferred method for
valuing the output of produoes.
3. Purcharsn' pricor
6.215. The purchaser's price is the amount paid by the ptuchaser, ex-
cluding any deductible VAf or similar deductible trx, in order
to take delive,ry of a unit of a good or service at the time and
place required by the purchaser. The purchaser's price of a
good includes any transport chargas paid separately by the
purchaser to take delivery at the required time and place.
6.216. When comparing the purchaser's price with the producer's or
basic price, it is important to specify whether they refer to the
same transaction ortwo different transactions. Forcertain pur-
pG6, including input-output analysis, it may be convenient
to compare the price paid by the final purchaser of a good after
it has passed through the wholesale and rctail distribution
chains with the producer's price received by its original pro-
ducer. In this case the prices refer to two different transactions
taking place at quite different times and locations: they must
differ at least by the amount of the wholesale and rctail trade
margins.
6.217 . When the prices refer to the same transaction, that is, the pur-
chaser buys directly from the producer, the purchaser's price
may exceed the producer's price by:
(a) The value of any non-deductible VAT, payable by the
purchaser; and
(b) The value of any transport charges on a good paid sepa-
rately by the purchaser and not included in the
producer's price.
It follows that the purchaser's price may exceed the basic price
by the amount of the two items just listed plus the value of any
taxes less subsidies on the product (other than VAT).
ilar deductible täx, is in operation, although pducer's prices
may be trsed when valuation at basic prices is not feasible.
6.219. Output produced for own final use should be valued at the av-
erage basic prices of the same goods or services sold on the
market, provided they are sold in sufficient quantities to en-
Production account
able reliable estimates to be made of those average prices. If
not, such non-market ouput should be valued by the total pro-
duction costs incurred, including consumption of fixed capital
and any taxes (less subsidies) on production other than taxes
or subsidies on products. The non-market output produced by
govemment units and NPIs and supplied frc, or at prices that
arc not @onomically significsnt, to other institutional units or
the community all a whole is valued by total production costrs,
including consumption of fixed capital and taxes (ess subsi-
dies) on production other than taxes or subsidies on @ucts.
2. Intermediato Gonrumption
6.220. Expenditures by enterprises on goods or services intended to
be used for intermediate consumption should be valued at
purchasers' prices. fntermediate inputs obtained from other
establishments belonging to the same enterprrisc should bc val-
ued at the same prices as wetre used to value them as outputs
Gross and net value added (B.l )
l. Introduction
6.222. Value added is the balancing item in the production account
for an institutional unit or sector, or establishment or industry.
It measures the value created by production and may be calcu-
lated either before or after deducting the consumption of fixed
capital on the fixed assets used. As stated above:
(a) Gross vahre added is defined as the value of output less
the value of intermediate consumption;
(b) Netvalue added is defined as the value of output less the
values of both intermediate consumption and consump-
tion of fixed capital.
To avoid rcpetition, only gross value added will be cited in the
following sections when the corresponding conclusions for
net value added are obvious.
6.223. Gross value added is an unduplicated measure of output in
which the values of the goods and services used as intermedi-
ate inputs are eliminated from the value of output. The produc-
tion process itself can be described by a vectorof the quantities
of goods and services consumed or produced in which inputs
carry a negative sign. By associating a price vector with this
quantity vector, gross value added is obtained as the inner
product of the two vectors.
Let q = the vector of quantities consumed or produced
p : the vector of prices
Then
gross value added : p q
Alternative measures of gross value added may be obtaii,"a Uy
combining different price vectors with a single quantity vec-
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of those establishments plus any additional uansport charges
not irrclud in the output values. ,
6.221. In the abscnce of VAI or similar deductible taxes, the total
value of the intcrmediat,e consumption of an ente,tprise is the
same whether valued at purclrasers'prices or at pnoducers'c
ex-custorns priccs, (see chapter XV for the definition of ex-
customs prices). the use of producers'or ex-custom pnces im-
plies that purchasers are treatcd as purchasing the services of
wholcsale,rs and retailers scparately from thc goods which
pass through wholesale and retail dishibution: th"y are also
tr€ated as purchasing goods and hansportation sen ices sepa-
rately when they are invoiced or purchased separatcly. lVhile
the usc of pmoduce,ls' prices leads to a different allocation of
expenditurcs ftom the usc of purchasers' p,rices, it does not
change the total value of the expenditunes. However, when a
systcm of VAf or similar taxes is in operation, expenditures by
enterprises on goods or services intended for intermediate use
may include small amounts of nondeductible VAI which are
excluded from the producels' prices.
tor. For example, gross value added may be measured using
the prices of some other time perid or some other country.
However, the price and quantity vectors arc not independent
of each other. The technology used-i.e., the particular pro-
duction process selected-is itself influenc"d by the relative
input and output prices confronting the producer. The quanti-
ties therefore depend on the prices. A process which is eco-
nomicilly efficient and profitable at one set of prices may
cease to be so at another and would, therefore, not be used at
those prices. For this reason, figures of gross value added ob-
tained by revaluing the quantities at very differcnt setrs of rel-
ative prices may have little @onomic significance and may
even become negative.
6.224. From an accounting point of view, gross value added is essen-
tially a balancing item. As such, it is not an independent entity.
It is defined in the context of a production account, being a
function of all the other entries in the account. There is no ac-
tual set of goods or services that can be identified with the
gross value added of an individual producer, soctor or indus-
try. Gross value added is not measured as the sum of any spe-
cific set of transactions. As a balancing item it lacks
dimensions in the sense that it has no quantity units of its own
in which it can be measured, and hence also no prices of its
own..
2. Alternatiye measuras of yalue added
6.225. As indicated above, alternative measures of gross value added
may be obtained by associating different price vectors with a
given vector of input and output quantities. The various mea-
L.
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sunss which may be derived using the differcnt sets of prices
recogni?ßÄinthe System are sonsidered below.
Gross value added at basic prices
6.226. Crross value added at basic prices is defined as output valued
at basic prices less intermediate @nsumption valued at
purchasers'prices. Although the outputs and inputs are valued
using differcnt sets of prices, forbrcvity the value added is de-
scribed by the prices used to value the outputs. From the point
of view of the producer, purchasers'prices for inputs and basic
Prices for outputs represent the prices actually paid end re-
ceived. Their usc leads to a measure of gross value added
which is particularly rclevant for the producer. The resulting
measure has also some convenient ploperties for aggregation
Purposes as explained later, although therc is no named aggle-
gate in the System which coresponds to the sum of the gross
values added of all enterprises measured at basic ptices.
Gross value added at producers' prices
6.227. eross value added at producers' prices is defined as output
valued at producers'prices less intermediate consumption val-
ued at purchasels'prices. As already explained, in the absence
of VAT, the total value of the intermediate inputs consumed is
the same whether they are valued at producers' or at
purchasers' pricas, in which case this measure of gross value
added is the same as one which uses producers'prices to value
both inputs and outputs. It is an economically meaningful
measure that is equivalent to the traditional measure of gross
value added at market prices. However, in the presence of
VAf, the producer's price excludes invoiced VAT, and it would
be inappropriate to describe this measure as being at "market"
prices.
6.228. Both this measure of gross value added and that described in
the previous section use purchasers'prices to value intermedi-
ate inputs. The difference between the two measunes is entirely
attributable to their differing treatments of taxes or subsidies
on products payable on outputs (otherthan invoiced VAT). By
definition, the value of output at producets'prices exceeds that
at basic prices by the amount, if any, of the taxes, less subsi-
dies, on the output so that the two associated measures of gross
value added must differ by the same amount.
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Gross value added at factor cost
6.229. errocs value addcd at factor cost is not a concept used explic-
itly in the System. Neveftheless, it can easily bc derived from
either of the measunes of gross value added prescnted above
by subtracting the value of any taxes, less subsidies, oD pro-
duction payable out of gross value added as defined. For ex-
ample, the only taxe on production rcmaining to be paid out
of grms value added at basic prices consist of 'other taxes on
production". firesc consist mostly of cunent taxes (or subsi-
dies) on the labour or capital employed in the enterprise, such
as payroll taxes or current taxes on vehicles or buildings.
Grcss value added at factor cost can, therefore, be derived
from gross value added at basic prices by subtracting *other
taxes, less subsidies, oD production".
6.230. The conceptual difficulty with gross value added at factor cost
is that there is no obscnrable vector of prices such that gross
value added at factor cost is obtained directly by multiplying
the price vector by the vector of quantities of inputs and out-
puts that defines the production process. By definition, "other
taxes or subsidies on production" arc not taxes or subsidies on
products that can be eliminated from the input and output
prices. Thus, despite its traditional name, gross value added at
factor cost is not strictly a measurc of value added.
6.231. Gross value added at factor cost is essentially a measure of in-
come and not output. It represents the amount remaining for
distribution out of gross value added, however defined, after
the payment of all taxes on production and the receipt of all
subsidie.s on production. It makes no differcnoe which mea-
sure of gross value added is used because the measures con-
sidered above differ only in respect of the amounts of the taxes
or subsidies on production which rcmain payable out of gross
value added.
6.232. Claims on gross value added, other than payments of taxes,
less subsidies, to government used to be described as *fac-
tor incomes". While the concept of factor income is no
longer used in the System, gross value added at factor cost
could be interpreted as measuring the value of the fund out
of which so-called "factor incomes" can be paid: it follows
that it is equal to the total value of the "factor" incomes gen-
erated by production.
Production account
M. The main aggregates associated with value added
l. lntroduction
6.233. The underlying rationale behind the eoncept of gross domestic
product (GDP) for the economy as a whole is that it should
measure thc total Aross values addcd produced by all institu-
tional units resident in the eeonomy. Howevcr, while the con-
cept of GDP is based on this principle, GDP as defined in the
System may include not only the sum of the gross values
added of all resident producers but also various taxes on prod-
ucts, depending upon the precise ways in which outpuß, h-
puts and imports are valued.
6.234. Assume initially that there is no VAf and that prcduction ac-
counts are compiled at'market prices", i.e., with outputs val-
ued at producers'prices and intermediate inputs at purchasets'
prices. Suppose further that the production accounts for all
resident producers are aggregated and consolidated, thereby
eliminating intermediate sales and purchases. It follows that
the sum of the gross values added must be identical with the
sum of final expenditures on consumptionr gross capital for-
mation and exports less imports. This is, of coutse, the basic
I:$?"T:x[ffi 1,il::::ilff f:Tt]::1,",1,'J;
with the inputs and outputs in the production accounts. The
identity makes it possible to calculate GDPdirectly from data
on final expenditures and imports without utilizing production
(or income) data. Total GDP can therefore be estimated from
production accounts-the production approach-or quite in-
fffiiilllffm 
final expenditures and imports-the expen-
6.235. In the System, however, GDP at market prices is defined from
the expenditure side as total final expenditures at purchasets'
prices less total imports valued free on board (f.o.b.) (and not
at purchaserc' prices including taxes less subsidies on im-
ports). Thus, although imports valued f.o.b. ans valued in the
:lil:#,::ff;[",'Ji"J,ffi ff :'iH;;äff*lJJ:
account, so that the identity between GDP from the expendi-
ture side and GDP from the production side breaks down. As
import taxes are not deducted along with total imports f.o.b.
when calculating GDP from the expenditure side, it follows
that import taxes must be added to GDP from the production
side in orderto restore the identity. Thus, GDPat market prices
as defined in the System is the sum of the gross values added
of all resident producers at market prices plus taxes less sub-
sides on imports.
6.236. The situation is more complicated when a system of VAT, or
similar deductible taxes, is in operation. As explained above,
the net system of recording VAT is used in the System: i.e., the
sales of producers are recorded excluding invoiced VAT while
purchases are recorded including VAT which is not deductible
by the purchaser. In consequenoe, the total value of punctrases
throughout the @onomy excceds the value of the correspond-
ing sales by the amount of nondeductible VAf. It follows that
not only import taxes but all nondeductible VAf (or similar
taxes) must be added to thc $lm of the glcs values added of
all resident producers in ordcr to arrive at GDPas dcfined from
the expenditure si&.
2. A drumö of the main identitier
6.237. Given the general explanations of the previous section, the
main identities connecting the aggregates of the System are
summarized in this section. GDP at market prices is defined
from the expenditurc side as:
ilä:::'o'lll' 
consumption expenditure at
+ NPI final consumption expenditurc at purchasets'
prices
+ Government final consumption expenditurc at
purchasers' prices
+ Gross fixed capital formation at purchasers'prices
+ Acquisition less disposals of valuables at purchaseis'
prices
+ Changes in inventories
+ Exports at purchasets'prices at the frontier (f.o.b.)
Imports valued f.o.b.
Given this definition of GDR the following identities hold
when the summations are taken over all resident producers:
(a) GDP =
the sum of the gross values added at producets'prices
+ taxes, less subsidies, on imports
+ non-deductible VAT;
(b)  GDP: '
the sum of the gross values added at basic prices
+ all taxes, less subsidies, on products;
(c) GDP =
the sum of the gross vatues added at factor cost
+ all taxes, less subsidies, on products
+ all other taxes, less subsidies, on production.
In cases (b) and (c) the item taxes, less subsidies, on products
includes taxes and subsidies on imports as well as on outputs.
3. Domestic production
6.238. GDP is intelrded to be a measure of the value created by the
productive activity of resident institutional units. Although for
the kinds of technical reasons just given, it may not be identi-
cal with the sum of the gross values added of resident produc-
ers it nevertheless consists mainly of the latter.
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6.239. It should be noted, however, that GDP is not intended to mea-
sune the production taking place within the geographical
boundary of the economic territory. Some of the production of
a resident producer may take place abroad, while some of the
production taking place within the geographical boundary of
the economy may be carried out by non-resident producer
units. Forexample, a resident producermay have teams of em-
ployees working abroad temporarily on the installation, rcpair
or seryicing of equipment. This output is an export of a resi-
dent producer and the productive activity does not contribute
to the GDPof the country in which it takes place. Th*, the dis-
tinction between resident and non-l€sident institutional units
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is crucial to the definition and c'overage of GDP. In practice, of
soutse, most of the productive activity of resident
takes place within the country in which th"y are resident.
However, producers in service industries whieh typically have
to deliver their outputs directly to their clients whetpver th"y
arc located arc increasingly tending to engage in production in
morc than one country, a practice which is ensouraged by
rapid transportation and instantaneous communication facili-
ties. Geographical boundaries between adjacent countries at€
becoming less significant for mobile service producers, 6po-
cially in small countries bordered by several other counhies.
Vll. The primary distribution of income account
A. Introduction
7.1. The primary distribution of income account consists of two
consecutive accounts: the generation of income account and
the allocation of primary income account (see tables 7.1 and
7 .2). When appropriate, the lattermay be divided into two fur-
ther sub-accounts: the entrepreneurial income account and the
allocation of other primary income account (see table 7 .3).
7.2. The general purpose of the primary distribution of income ac-
count is to show how primary incomes are distributed among
institutional units and sectors. Primary incomes are incomes
that accrue to institutional units as a consequence of their in-
volvement in processes of production or ownership of assets
that may be needed for purposes of production. Th"y are pay-
able out of the value added created by production. The primary
incomes that accrue by lending or renting financial or tangible
non-produced assets, including land, to other units for use in
production are described as property incomes. Receipts from
taxes on production and imports are treated as primary in-
comes of governments even though not all of them may be re-
corded as payable out of the value added of enterprises.
Primary incomes do not include social contributions and ben-
efits, current taxes on incoffi€, wealth, etc. and other current
transfers, such current transfers being recorded in the second-
ary distribution of income account.
l. The generation of income account
7 .3. The generation of income account is compiled for resident en-
terprises or groups of resident enterprises, i.e., for resident in-
stitutional units in their capacities as producers of goods and
services. It represents a further extension or elaboration of the
production account in which the primary incomes accruing to
government units and to the units participating directly in pro-
duction are recorded. Like the production account, it may be
compiled for establishments and industries as well as for insti-
tutional units and sectors. The generation of income account
shows the sectoß, sub-sectors or industries in which the pri-
mary incomes originate, as distinct from the sectors or sub-
sectors destined to receive such incomes. For example, the
eompensation of employees recorded in the generation of in-
come account for the household sector consists of the total
compensation of employees payable by unincorporated enter-
prises owned by households. This item is very different from
the total compensation of employees receivable by the house-
hold sectorthat is recorded in the account below, the allocation
of primary income account.
7 .4. The resources, listed on the right side of the generation of in-
come account, consist of only a single item, value added, the
balancing item carried forward from the production account.
As stated in chapter VI, gross value added is defined as the
value of output minus the value of intermediate consumption.
Value added may also be measured net: i.e., after deducting
the consumption of fixed capital on the fixed assets used in the
production process. Consumption of fixed capital is a cost of
production that should preferably be deducted from output
along with intermediate consumption whenever possible.
However, the data available do not always pennit satisfactory
estimates to be made of consumption of fixed capital, so that
provision has to be made in the accounts of the System for
value added to be measured gross as well as net. Provision
must therefore also be made throughout the remaining ac-
counts of the System for the relevant balancing items to be
measured gross or net of consumption of fixed capital. The
concept and measurement of consumption of fixed capital has
already been explained in detail in chapter VI. For simplicity,
it will be assumed that value added is measured net, except
when the context requires gross value added to be referred to
explicitly.
7 .5. The left side of the generation of income account records the
uses of value added. As property incomes payable by enter-
prises are recorded in the following account, there are only two
main types of charges that producers have to meet out of value
added: compensation of employees payable to workers em-
ployed in the production process and any taxes,less subsidies,
on production payable or receivable as a result of engaging in
production. The latter consist of taxes payable or subsidies re-
ceivable on goods or services produced as outputs and other
taxes or subsidies on production, such as those payable on the
labour, machinety, buildings or other assets used in produc-
tion. Taxes on production do not include any income taxes
payable by the recipients of incomes accruing from produc-
tion, whether employers or employees. Both compensation of
employees and taxes on production may be payable by resi-
dent producers to non-residents.
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Table 7.3.
Uses
1t
Primary distribution of income - identif ication f entrepreneurial income
Total
ec0-
nomy NPISHS
E E
s .15  S .14  S .13  S .12  S .1  1
Non-
Finan- finan-
General cial cial
govern- c0rp0- c0rp0-
ment rations rations
- I T -
House-
holds
-
Tranractions and
balancing itemsAccounts Total
- E
I I . t .2 . l .
Entrepre-
neurial
income 
260
t76
B.2e
B.3g
B.2n
B.3n
Operating surplus, gross
Mixed income, gross
Operating surplus, net
Mixed income, net
236 2
166 2
9  l 3 l
2 106
87
560
D.4
D.4l
D.42
D.421
D.422
D.43
D.4
D.45
Property income I
Interest
Distributed income of corporations
Dividends
Withdrawals from income of quasi-corporations
Reinvested earnings on direct foreign investment
Property income attributed to instrrance policyholders
Rent
t 4
25
45
901
679
25
4 5 0 3 l
25
0
901
679
532
490
4 l
l l
-
65
55
257 B.4g
120 B.4n
Entrepreneurial income, gross
Entrepreneurial income, net
B.4g
B.4n
Entrepreneurial income, gross
Entrepreneurial income, net
rr.t.2.2.
Allocation
of other
primary
income
6
6
D. l
D. l  I
D . t2
D.tzl
D.122
Compensation of employees
Wages and salaries
Employers' social contributions
Employers' achral social contributions
Employers' imputed social contributions
D.2
D.2l
D.2l I
D.2t2
D.2t2l
D.2122
D.2t3
D.2t4
D.29
Taxes on production and imports
Taxes on products
Value added t)"e tanes (VAT)
Taxes and duties on imports excluding VAT
Import duties
Taxes on imports excluding VAT and duties
Export ta:res
Taxes on products except VAT, import
and export tanes
Other tanes on production
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
t94
54
r20
60
60
0
20
l 883
I 661
D.3
D.3l
D.3l  I
D.312
D.319
D.39
Subsidies
Subsidies on products
Import subsidies
Export subsidies
Other subsidies on products
Other strbsidies on production
tss i
5 1  4
84
60
24
0
34 33
14 33
48 D.4
D.4l
48 D.42
24 D.421
24 D.422
0 D.43
D.U
D.45
36 Property income t
Inüerest
Distributed income of corporations
Dividends
Withdrawals from income of quasi-corporations
Reinvested earnings on direct foreign investment
Property income attributed to insurance policyholders
Rent
36
36
0
0
2020
I 883
I 661
| 409 227
| 367 t97
29 209 B.5glB.5*g
19 72 B.5n/8.5*n
Balance of primary incomes, grosVl'{ational income, gross
Balance of primary incomes, netllrlational income, net
I For tlre distribution of property income between the two $rb-accounts II.l.2.l. and II.l .2.2. rcfer to
chapter VII, paragrrphs 7.17 to 7.19.
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Resources
Non-
finan- Finan-
cial cial General
corpo- corpo- govern- House-
2s8 5s 46 92
r2t 45 16
442
60
432
86 t4l
33
3
3
0
4
106
25
25
0
7
4
0
4
4
0
0
5
0
5
5
0
257 65 4t 532 901 i l . I .2.2.
120 5! I I 490 3 679. ::,ii::i:iiiii:iiiii:::i::iii.::.:::.:i::'::.::::i::: 679 Allocation
94
235
t4l
t2l
t 7
t7
0
I
2
- 44 - 44 ':::ii:i:.i::.'.iit}^::i:iiii::i:i:i:iiiiii:iii:i:i - 44
-8 -8 
.,.:.'..i::.'i:i.i0r::'i:::i::::ii:::::i:i::::::: -8
0 0 '':.:.::i:i:::::i.0i:':::.::ii:::::iiiiiiiiii::i: 0
0 0 ii:i::::::t:::::ii0:i::i::iiti:::i:::ii:iiitit:ii 0
- 8 - 8 ,,,i'i',,,'''i,i,i$i,i'i,i,i,i,:'i,i,,,,,i'ii.,:' -8
-36 -36 ffi:iiiiiiffi -36
28 145 7 180 ii:::.:.:i:ir::li$::ii:i:iii::iiiii::i::::::i:ii 198
14 49 7 70 :::::.':.':i:.:i::f::::i:::iii'i:i:i:i:i:i::::::: 76
14 52 0 66 :'..i'i.i:.:.i:l2.i.i:iliiii:::i:::i:::::i:iiii 78
, I 8 0 9 :.:i::::iii.:i:i:.g::::::::i:::i''ii::.::::ii:::. l8
l3 44 0 57 
..,'...;;'.''i:.:i'3ii,i,i::::::i:::ii::::i:::::::. 60
3 0 3 : : : : : : : : : : : : : : : : : : : : : : : : : : i i : : : i : : : : : : : : : : i i i : : : : : : : : 3
20 0 20 :.:::':i::i::..::::::::::::.:ii::iiii:iiiiiiii:i::iii 2A21 0 2l :i:iii::::iii::i::::::i:.i::::i,i,i':iiiii:ii:iiiii, 2l
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7.6. The content of the item taxes, less subsidies, on poduction
payable out of value added varies according to the way in
which output is valued. Value added tax (vAT), or other sim-
ilar deductible täx, invoiced on output is never heated as part
of the Price rcceivable by the produoer from the purchaser. In-
voiced VAT is therefore always omitted from value of output,
whether output is valued at producets'or basic prices. Hence,
invoiced VAT is not a charge against value added and is not
recorded as a payable in the producer's generation of income
account. However, when output is valued at producels'prices
any other tax on product payable on the output is treated as an
integral part of the price receivable by the producer from the
purchaser. The tax is therefore recorded as being payable by
the producer out of value added at producets'p,rices in the gen-
eration of income account-that is, as a component of the item
"taxes less subsidies on production-. Similarly, any subsidy
on product on the output is recorded as being receivable by the
producer from govemment in the generation of income ac-
count as a supplement to value added at producels'prices. In
practice, however, it is not recorded under resources but as a
comPonent of "taxes less subsidies on production" as if it were
a negative tax on output.
7 .7 . As explained in chapter VI, the basic price is obtained from the
producer's price by deducting any tax on product payable on
a unit of output (other than invoiced VAIalready omitted from
the producer's price) and adding any subsidy on product rc-
ceivable on a unit of output. In consequence, no product taxes
or subsidies on outputs are to be recorded as payables or re-
ceivables in the producer's generation of income account
when value added is measured at basic prices. It follows that
the item "taxes less subsidie.s on production" refers only to
other taxes or subsidies on production.
7.8. After deducting compensation of employees and taxes, less
subsidies, on production from value added, the balancing item
of the generation of income account is obtained, described ei-
theras the operating surplus ormixed income depending upon
the nature of the enterprise. This balancing item is also shown
on the left side of the account under uses, regardless of
whether output and value added are measured at basic prices
or at producers'prices. It measures the surplus or deficit accru-
ing from production before taking account of any interest, rent
or similar charges payable on financial or tangible non-pro-
duced assets borrowed or rented by the enterprise, or any in-
terest, rent or similar receipts receivable on financial or
tangible non-prduced assets owned by the enterprise. The
balancing item is described as the operating surplus except for
unincorporated enterprises own"d by households in which the
owner(s) or members of the same household may contribute
unpaid labour inputs of a similar kind to those that could be
provided by paid employees. In the latter case, the balancing
item is described as mixed income because it impticitly con-
tains an element of remuneration for work done by the owner,
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or other members of the household, that cannot be separately
identified from the rcturn to the owner as entrepreneur.
7 .9. When the enterprise is a non-market producerowned by a gov-
enrment unit or a non-profit institution (NPI), the output that
it provides to otherunits carmot be valued on the basis of actual
or estimated market prices. By convention, such output is val-
ued by its costs of production-intermediate consumption,
consumption of fixed capital, compensation of employees
Plus taxes, less subsidies, on production other than taxes or
subsidies or products. No net operating surplus is generated
when output is valued in this way by the sum of the values of
the inputs.
7.1O. All the inputs into, and outputs from, processes of production
arc valued at the times they are used, or produced, as distinct
from the times th"y werc acquired or disposed of (see chapt,er
VI). In consequence, output, intermediate consumption and
consumption of fixed capital are all defined andvalued insuch
a way as to exclude holding gains on the inventories and fixed
assets employed in production. The operating surplus, or
mixed income, is therefore a measure of profit that also ex-
cludes holding gains. On the other hand, profits as reported in
business accounts based on historic costs usually do not sepa-
rate holding gains on inventories and fixed assets from the op-
erating surplus and may therefore be much larger than the
operating surplus on its own when there is inflation.
7 .lL As noted in chapter VI, gross domestic product (GDP) at mar-
ket prices for the total economy is equal to the sum of the gross
values added of all resident enterprises plus those taxes, less
subsidies, on products that are not payable on the values of the
outputs of those enterprises, i.e., taxes or subsidies on imports
plus non-deductible VAT when output is valued at producers'
prices, and all taxes or subsidies on products when output is
valued at basic prices. Taxes and subsidies on imports and
VAf must therefore also be recorded underuses of GDP in the
generation of income account for the total economy, even
though they do not appear in the generation of income account
for individual institutional units or sectors.
2. The alfocation of primary income account
7 .12. The allocation of primary income account focuses on resident
institutional units or sectors in their capacity as recipients of
primary incomes rather than as producers whose activities
generate primary incomes. It includes the amounts of property
incomes receivable and payable by institutional units or sec-
tors. As already noted, the generation of income account,
being related to production activities, can be compiled for es-
tablishments and industries as well as for institutional units
and sectots. However, the allocation of primary income ac-
count has no such direct link with production and can only be
compiled for institutional units and s@tors.
7.13. Therc are two kinds of income listed under resources on the
right side of the allocation of primary income account. The
Primary income distribution account
first consists of primary incomes already recorded in the gen-
eration of income account that are r@eivable by resident insti-
tutional units, these consist of:
(a) Compensation of employees receivable by households;
(b) Thxes (less subsidies) on production or imports rcceiv-
able (or payable) by government units;
(c) Operating surplus, or mixed income, of enterprises car-
ried forward from the generation of income account.
The second kind consists of property incomes receivable from
the ownership of financial or tangible non-produced assets
(mainly land or sub-soil assets):
(ö Interest, dividends and similar incomes receivable by
the owners of financial assets;
(e) Rents receivable by owners of land or sub-soil assets
leased to other units.
The incomes receivable under the above items (a), (b) and (d)
include incomes receivable from non-resident institutional
units.
7 .\4. The uses, listed on the left side of the allocation of primary in-
come account, consist only of the property incomes payable
by institutional units or sectors to creditors, shareholders,
landowners, etc. Except for rents on land and sub-soil assets,
these may be payable to non-residents as well as residents. The
remaining item recorded under uses is the balancing item, the
balance of primary incomes, defined as the total value of the
primary incomes receivable by an institutional unit or sector
less the total of the primary incomes payable. At the level of
the total economy it is described as national income.
7.I5. The composition of the balance of primary incomes varies
considerably from one sector to another as certain types of pri-
mary incomes are receivable by certain sectors only orby non-
residents. In particular, taxes are received only by the general
goverrlment sector and non-residents while compensation of
employees is received only by the household sector and non-
residents. These balances consist of:
(a) The balance of primary incomes of the non-financial
and financial corporate sectors consists only of operat-
ing surplus plus property income receivable less prop-
erty income payable;
(b) The balance of primary incomes of the general govern-
ment sector consists of taxes, less subsidies, receivable
or payable on production and on imports, plus property
income receivable less property income payable. It may
also include a small amount of operating surplus from
governm ent -owned un incorporat ed en t erpri ses ;
(c) The balance of primary incomes of the household sector
consists of compensation of employees and mixed in-
comes accruing to hoßeholds, plus property income re-
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ceivable less property income payable. It also includes
the operating surplus from housing services @uced
for own coruumption by owner-occupiers;
(d) The balance of primary incomes of the non-profit insti-
tutions (NPIS) serving household sectors consists al-
most entircly of property income receivable less
prcperty income payable.
Primary incomes in the form of compensation of employees,
taxes or subsidies on production or imports, ild property in-
comes (except rents on land) may all be receivable by resi-
dents from non-t€sidents and payable to non-reidents. The
differcnce between the total values of the primary incomes re-
ceivable from, and payable to, non-residents is often described
as *net income from abroad".
Gross national income and net national income
7.16. The aggregate value of the net balances of primary incomes
summed over all sectors is described as net national income
(NNI). Similarly, the aggregate value of the gross balances of
primary incomes for all sectors is defined as gross national in-
come (GNI). The latter is identical with gross national product
(GNP), as hitherto underctood in national accounts generally.
However, conceptually, both NNI and GNI aremeasures of in-
come and not product.
7 .17. Gross value added is strictly . production measure defined
only in terms of output and intermediate consumption. It fol-
lows that GDPat market prices is also essentially a production
measure as it is obtain"d by summing the gross values added
of all resident institutional units, in their capacities as produc-
ers, and adding the values of any taxes, less subsidies, on pro-
duction or imports not already included in the values of the
outputs, and values added, of resident producets. GNI is ob-
tained by summing the balance of primary incomes of the
same resident institutional units. It follows that the difference
between the numerical values of GNI and GDP is equal to the
difference between the total primary incomes receivable by
residents from non-residents and the total primary incomes
payable by residents to non-residents (i.e., net income from
abroad). However, as both GDP and GNI are obtained by sum-
ming over the sarr e set of resident institutional units, there is
no justification for labelling one as "domestic" and the other
as "national". Both aggregates refer to the total @onomy de-
fined as the complete set of resident institutional units or sec-
tors. The difference between them is not one of coverage but
the fact that one measures output while the other measiures in-
come. Both have an equal claim to be described as domestic
or as national. However, as the terms "domestic" and "na-
tional" are deeply embedded in economic usage, it is not pro-
posed to change them but to emphasize the fact that GNP is
actually an income concept by renaming it GNI.
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3. The ontrepreneurial income rccount
7.18. The allocation of primary income account may be partitioned
into two sub-accounts: the entreprcneurial income account
and the allocation of other primary income account. The pur-
Pose is to identify an additional balancing item, entrepneneur-
. ial income, that may be useful for market producers. Like the
operating surplus and mixed income, it is a balancing item that
is only relevant to producers, but one that can only be calcu-
lated for institutional units and sectors and not for establish-
ments and industries. The entreprcneurial income for a
corporation, quasi-corporation, or institutional unit owning an
unincorporated enterprise engaged in market production is de-
fined as its
operating surplus or mixed income,
PIus property income receivable on the financial or other
assets owned by the enterprise,
nünus interest payable on the liabilities of the enterprise
and rents payable on land or other tangible non-
produced assets rented by the enterprise.
Entrepreneurial income may also be calculable in raspect of
the production of housing services for own final consumption.
It should be noted that, in the case of the non-financial and fi-
nancial corporations sectors, the only difference between en-
trepreneurial income and the balance of primary incomes is
that entrepreneurial income is measured before the payment
of dividends and withdrawals of income from quasi-corpora-
tions. It is an income concept that is close to the, concept of
profit and loss as understood in business accounting (at least
when there is no inflation) because it is calculated after de-
ducting from the operating surplus any intercst and rents pay-
able and adding property incomes receivable. On the other
hand, it should be remembered that when profits are calculated
-at 
historic costs in business accounts, they also include nomi-
nal holding gains on the inventories and other assets owned by
the enterprise that may be quite substantial during inflationary
conditions.
7.19. The entrepreneurial income of a corporation can be readily
identified in its accounts. However, in the case of an institu-
tional unit that owns an unincorporated enterprise, it is neces-
sary to separate the assets and liabilities of the enterprise from
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those of its owner, typically a household or a govemrnent unit.
In practice, it may be difficult to make this separation, bearing
in mind that the owner of an unincorporated enterprise is, by
definition, legally indistinguishable from the enterprise itself
and therefore responsible for all liabilitiqs incurred by the en-
terprise. When an unincorporated enterprise is treated as a
quasi-corporation, it must be possible to identify the entrcpre-
neurial income out of which income may be withdrawn by the
owner(s), as the availability of the nefessary accounting infor-
mation is a prcrequisite for being able to treat the enterprise asl
a quasi-corporation. For a household that owns an ordinary
unincorporated enterprise, however, it may not be feasible to
divide the property incomes payable and receivable into those
attributable to the enterprise and those athibutable to the
owner(s) in a peßonal capacity. In such cases it is not possible
to estimate entrepreneurial income.
7.2O. When the entrepreneurial income account is compiled for an
institutional unit or sector, it is followed by the allocation of
other primary income account in order to arrive at the balance
of primary incomes. In the allocation of otherprimary income
account the first item listed under resources is entrepreneurial
income, the balancing item carried forward from the entrepre-
neurial income account instead of operating surplus or mixed
income carried forward from the generation of income ac-
count. The rcmaining primary incomes listed under resources
in the allocation of other primary income account, therefore,
consist of the following items:
(a) Compensation of employees receivable by households;
(b) Thxes, less subsidies, on production and imports receiv-
able or payable by government units;
(c) Property incomes receivable on assets owned except
those receivable by enterprises and included in entrepre-
neurial income.
Under uses, the only items recorded are property incomes
payable, except the interest or rents payable by enterprises.
The balancing item of the allocation of other primary in-
come account is identical with the balancing item of the al-
location of primary income account.
Compensation of employees is recorded on an accnral basis;
i.e., it is measured by the value of the remuneration in cash or
in kind which an employee becomes entitled to receive from
an employer in respect of work done during the relevant pe-
riod, whether paid in advance, simultaneously or in arrears of
the work itself. No compensation of employees is payable in
respect of unpaid work undertaken voluntariln including the
work done by members of a household within an unincorpo-
B. Gompensation of empfoyees (D.l l
Introduction
7 .21. Compensation of employees is recorded underuses in the gen-
eration of income account and under nesources in the alloca-
tion of primary income account. Compensation of employees
is defined as:
the total remuneration, in cash or in kind, payable by an
enterprise to an employee in return for work done by the
latter during the accounting period.
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rated enterprise owned by the same household. Compensation
of employees does not include any taxes payable by the em-
ployer on the wage and salary bill-for example, a payroll tax.
Such taxes are treated as taxes on production in the sarnc way
as taxes on buildingt, land or other assets used in production.
7.22. It is not always self-evident whether a worker is an employee
or selfemployed: for example, some workers paid by results
may be employees while others may be self-employed. It is
necessary, thercfore, to clarify the nature of the employment
relationship in order to fix the bound"ty between compensa-
tion of employees and other kinds of receipts. The boundary
also affects the sub-sectoring of the household sector.
The employment relationship
7.23. In order to be classified as occupied-i.e., employed or self-
employed-the person must be engaged in an activity that
falls within the production boundary of the System. Unoccu-
Pied persons consist of the unemployed and persons not in the
labour force. The relationship of employer to employee exists
when there is an agreement, which may be formal or informal,
between an enterprise and a person, norrnally entered into vol-
untarily by both parties, whereby the person works for the en-
:3ffiJ,i:',1l":ffilffi ä f  ::';' ;ly:l*:
work or some other objective indicator of the amount of work
done.
7.24. Self-employed workers, or the other hand, are persons who
are the sole owners, orjoint owners, of the unincorporated en-
terprises in which they work, excluding those unincorporated
enterprises that are classified as quasi-corporations. The self-
employed are persons who work for themselves, when the en-
terprises they own are neither distinguished as separate legal
entities nor separate institutional units in the System. Self-em-
ployed Persons receive mixed incomes and not compensation
of employees. It is useful to clarify the status of certain cate-
gories for whom it may not always be obvious as to whether
th"y are employees, self-employed or unoccupied.
(a) Workers engaged in production undertaken entirely for
their own final consumption or own capital formation,
either individually or collectively, are self-employed.
Although a value may be imputed forthe output of own-
l[:äräh".ffi rxd;]Hd"':'lldl
collective, or communal, projects undertaken by groups
of persons working together. The surplus of the imputed
;:::::i:näil:,l""."'#"ä;J,"ffi:::iJffi :
income;
(b) Unpaid family workers, including those working in un-
ff :ä,"d1#:"Jj:::1Jfl :,1 TllJJ:H,'"
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(c) The whole of the equity of a corporation may be owned
by a single shareholder or small group of strareholders.
When those sharcholders also work for the corporation
and receive paid remuneration other than dividends,
th"y are treated as employees of the corporation. fire
;üä;i:ffi 'trff"äff ##:,,TJ,'
(4 outworkers may be either employees or self-employed
depending on their exact status and circumstances. The
treatment of outworkens is specified in mol€ detail
below;
(e) Students in their capacity as oonsumers of educational
or training services are not employees. However, if stu-
dents also have a formal commihnent whercby they
;H:tr;::LH,ffi.f::ä:.#f:[:
prentices or similar kinds of worker trainees, articled
clerks, student nulses, research or teaching assistants,
hospital interns, etc.-they are treated as employees,
whether or not they receive any remuneration in cash for
the work which they do.
Ernployers and own-account workers
7 .25. Self-employed persons may be divided into two groups: those
with and those without paid employees of their own. Those
with paid employ@s are described as employers and those
without paid employees are described as own-account work-
ers. The distinction is used for purposes of sub-sectoring the
household sector. Own-account workers may be further sub-
divided into outworkers who are under some kind of formal or
informal contract to supply goods or services to a particular
enterprise, and ordinary own-account workers who may be
engaged in either market production or production for own
final consumption or own capital formation.
Outworkers
7 .26. An outworker is a person who agrees to work for a particular
enterprise or to supply a certain quantity of goods or services
to a particular enterprise, by prior arangement or contract
with that enterprise, but whose place of work is not within any
of the establishments which make up that enterprise. The en-
terprise does not control the time spent at work by an out-
worker and does not assume rqsponsibility for the conditions
in which that work is carried out, although it may carry out
checks on the quality of work. Most outworkers workat home
but may use other premises of their own choice. Some out-
workers are provided by an enterprise with the equipment or
materials, or both, on which they work, but other outworkers
may purchase their own equipment or materials, or both. In
any case, outworkers have to meet some production costs
themselves: for example, the actual or imputed rent on the
buildings in which they work; heating, lighting and power;
storage or transportation; etc.
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7 .27 . Outworkers have some of the characteristics of employees and
some of the characteristics of self-employed workers. The
way in which they arc to be classified is determined primarily
by the basis on which they are remunerated. Adistinction can
be drawn between two cases which, in principle, arc quite dif-
ferent from one another:
(a) The person is remunerated directly, or indirectlS on the
basis of the amount of work done-i.e., by the amount
of labour that is contributed as an input into some pro-
cess of production, irrespective of the value ofthe output
produced or the profitability of the production process.
This kind of rcmuneration implies that the worker is an
employee; or
(b) The ineome received by the penlon is a frrnction of the
value of the outputs from someprocessofproduction for
which that person is responsible, however much or little
work was put in. This kind of remuneration implies that
the worker is self-employed.
7 .28. In practice it may not always be so easy to distinguish between
employees and self-employed on the basis of these criteria.
Outworkers who employ and pay others to do the same kind
of work must be treated as the self-employed owners of unin-
corporated enterprises: i.e., as employers. The issue, there-
fore, is to distinguish own-account workers from employees.
7 .29. An outworker is considered an employee when therc exists an
employment relationship between the enterprise and the out-
worker of the kind described in paragraph 7 .22 above. This
implies the existence of an implicit or explicit contract or
agreement whercby it is agreed that the outworker is remuner-
ated on the basis of the work done. Conversely, an outworker
is considered to be an own-account worker when there is no
' 
such implicit or explicit contract or agreement and the income
earned by the outworker depends on the value of the goods or
services supplied to the enterprise. This suggests that deci-
sions on markets, scale of operations and finance arc likely to
be in the hands of outworkers who arc also likely to own, or
rent, the machinery or equipment on which they work.
7 .3O. The status of an outworker has important implications for the
accounts. 'When the outworker is an own-account worker, the
Payment from the enterprise to the outworker constitutes a
purchase of intermediate goods or services. When the out-
worker is an employee, the payment constitutes compensation
of employees and is therefore paid out of the value added of
the enterprise. Thus, the outworker's status affects the distri-
bution of value added between enterprises as well as the dis-
tribution of incomes between compensation of employees and
net mixed income.
The components of compensation of empfoyees
T.3L Compensation of employees has two main components:
(a) Wages and salaries payable in cash or in kind;
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(b) The value of the social contributions payable by em-
ployers: thesc may be actual social contributions pay-
able by employers to Social Security schemes or to
private funded social insurance schemes to secune social
benefits for their employees; or imputed social contribu-
tions by employers providing trnftrnded social benefits.
Wages and salaries (D.1 )
7 .32.1Vages and salaries include the values of any social contribu-
tions, income taxes, etc., payable by the employee even if they
are actually wittrheld by the employer for adminishative con-
venience or other reas{ons and paid dircctly to social insurance
schemes, trx authorities, etc., oD behalf of the employee.
Wages and salaries may bi paid in various ways, including
goods or servioes provided to employees as remuneration in
kind instead of, or in addition to, rcmuneration in cash.
Wages and salaries in cash
7.33. 
ff;lllsalaries 
in cash include the following kinds of re-
(a) Wages or salaries payable at regular weekly, monthly or
other intervals, including payments by results and
piecework payments; enhanced payments or special al-
lowances for working overtime, at nights, at weekends
or other unsocial hours; allowances for working away
from home or in disagreeable or hazardous circum-
stances; expatriation allowances for working abroad;
etc.;
(b) Supplementary allowances payable rcgularly, such as
housing allowances or allowances to cover the costs of
travel to and from work, but excluding social benefits
(see below);(c) ff:r*::*Tfffi 
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a temporary halt to production, except during absences
due to sickness, injury, etc. (see below);
(ö Ad hoc bonuses or otherexceptional payments linked to
:ffi:*H11 
ance or the enterprise made under in-
(e) 
::1il::ä:"ilil'fi.?$ Hffif x H[:
rendered by the enterprise employing the worker, and
should therefore also be included in the output and gross
;: ::".1,1ii, :: ll: :ilfly,?:"iffiüff:'ihev are
7.34. Wages and salaries in cash do not include the reimbursement
by employers of expenditures made by employees in order to
enable them to take up theirjobu orto carry out theirwolk. For
example:
(a) The reimbursement of travel, removal or rclated ex-
penses made by employees when they take up new jobt
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(b) The reimbursement of expenditures by employees on
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ut their work.
The amounts rcimbursed are treated as intermediate consump-
tion by employers. To the extent that employees who are re-
quired by their contract of employment to purchase tools,
equipment, special clothing, etc., are not fully rcimbursed, the
remaining expenses they incur should be deducted from the
amounts th"y receive in wages and salaries and the employers'
intermediate consumption increased accordingly. Expendi-
tures on items needed exclusively, or primarily, for work do
not form part of household final consumption expenditures,
whether reimbursed or not.
'1.35. Wages and salaries in cash also do not include unfunded em-
ployee social benefits (see chapter VIII, paragraph 8.80) paid
by employers in the form of:
(a) 
:#I',T;:#ffi;JlXli*,f*ation 
or other a'ow-
(b) Payments made at full, or reduced, wage or salary rates
to workers absent from work because of illness, acci-
dental injury, maternity leave, etc.;
(c) Severance payments to workers or their survivors who
lose their jobs because of redundancy, incapacity, acci-
dental death, etc.
In practice, it may be difficult to separate payments of wages
or salaries during short periods of absence due to sickness, ac-
cidents, etc., from other payments of wages and salaries, in
which case they have to be grouped with the latter.
7 .36. Unfunded employee social benefits are not a form of remuner-
ation because they are paid selectively to individual employ-
ees when certain events occur, or certain conditions exist, that
are unrelated to the amount of work done by the employee.
However, as explained below, an amount equal to the value of
the additional contingent liabilities that employers incur by
undertaking to provide such benefits to their employees out of
their own resources, should the need arise, must be treated as
a form of compensation made collectively to their employees.
Wages and salaries in kind
7 '37 ' 
:il*:::'H':ä::'" 
their emprovees in kind ror vari-
(a) There may be tax advantages for the employer, the em-
ployee, or both by avoiding payments in cash;
(b) The employer may wish to dispose of outputs which are
periodically in excess supply;
(c) The nature of the work rnay require frequent, or pro-
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longed, absence from home so that the employee has to
be provided with accommodation, travel, etc.
7.38. lncome in kind may bring less satisfaction than income in cash
because employees are not free to choose how to spend it.
some of the goods or services provided to employees may be
of a type or quality which the employee would not normally
buy. Nevertheless, th"y must be valued consistently with other
goods and services. When the goods or sewices have been
purchased by the employer, they should be valued at
purchasers' prices. When produced by the employer, they
should be valued at producers'1trices. When provided free, the
value of the wages and salaries in kind is given by the full
value of the goods and services in question. \ilhen provided at
reduced prices, the value of the wages and salaries in kind is
given by the difference between the full value of the goods and
services and the amount paid by the employees.
7.39. Goods or services that employers are obliged to provide to
their employees in order for them to be able to carry out their
work are treated as intermediate consumption by the em-
ployer: for example, special protective clothing. Alist of such
items is given in paragraph 6.l62of chapter VI. Remuneration
in kind, on the other hand, consists of goods and services that
are not necessary for work and can be used by employees in
their own time, and at their own discretion, for the satisfaction
of their own needs or wants or those of other members of their
households.
7 .40. Almost any kind of consumption good or service may be pro-
vided as remuneration in kind. The following includes some
of the most common types of goods and services provided
without charge, or at reduced prices, by employers to theirem-
ployees:
(a) Meals and drinks, including those consumed when trav-
elling on business;
(b) Housing services or accommodation of a type that can
nä$.,Hi:äl*rs 
of the househord to which the
(c) Uniforms or other forms of special clothing which em-
ployees choose to wear frequently outside of the work-
place as well as at work;
(ö The services of vehicles or other durables provided for
the personal use of employees;(e) 
*ff :J: Jilä#f :","rä""il:::J": ;
:äiftl',:::lot"ees 
of railwavs or airlines, orfree
A |;ift;ffi1,ä 
or holiday facilities for employees
G) Transportation to and from work, car parking;
(h) Cröches for the children of employees.
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7 .4L Some of the services provided by employers, such as transpor-
tation to and from worlq car parking and creches have some of
the characteristics of intermediate consumption. However,
employets ate obliged to provide these facilities to attract and
retain labour, and not because of the nattrrc of the production
process or the physical conditions under which employees
have to work. On balance, they are more like other forms of
compensation of employees than intermediate consumption.
lvlany workers have to pay for transportation to and from
worlq car parking and creches out of their own incomes, the
relevant expenditrnes b"ing recorded as final coruilmptionex-
penditures.
7 .42. Remuneration in kind may also include the value of the inter-
est foregone by employers when thry provide loans to em-
ployees at rcduced, or even rßrc rates of interest for purposes
of buying houses, furniture or other goods or seryices. Its
value may be estimated as the amount the employee would
have to pay if average mortgage, or consumer loan, interest
rates were charged Jess the amorrnt of interest actually paid.
The sums involved could be large when nominal interest rates
are very high because of inflation but otherwise they may be
too small and too uncertain to be worth estimating.
Employers' ocial contributions (D.1 2)
7 .43. An amount equal to the value of the social contributions in-
curred by employers in order to obtain social benefits for their
employees needs to be recorded as compensation of employ-
e(es. Employets'social contributions may be either actual or
imputed. Th"y arc intended to secure for their employees the
entitlement to social benefits should certain events occur, or
certain circumstances exist, that may adversely affect their
employ@s' income or welfare-sickness, accidents, redun-
dancn retirement, etc. Social benefits are described in chapter
V[I, and also in annex IV at the end of this manual.
Employers' acfital social contributions (D. 12 I)
7 .U. These consist of social contributions payable by employers for
the benefit of their employees to social security funds, insur-
ance enterprises or other institutional units responsible for the
administration and management of social insurance schemes.
Although they are paid by the employer directly to the Social
Security frmd or other scheme, the payments are made for the
benefit of the employees. Accordingly, employees should be
trcat€d as being remunerated by * amount equal to the value
of the social contributions payable. This imputed remunera-
tion is recorded in the generation of income account as a com-
ponent of compensation of employe,es. Employees are then
rccorded as paying social contributions of equal value as cur-
rcnt hansfers to Social Security funds, other schemes, etc., in
the secondary distribution of income account.
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Employers' imputed social contributions (D. 122)
7.45. Some employers provide social benefits themselves directly
to their employees, former employees or dependants out of
their own resources without involving an insurance enterprise
or autonomous pension fund, and without creating a special
fund or segregated reserve for the purpose. In this situation,
existing employees may be considered as being protected
against various specified needs or circumstances, even though
no payments are being made to cover them. Remuneration
should thereforc be imputed for such employee^s equal in value
to the amount of social contributions that would be needed to
securc the de facto entitlements to the social benefits they ac-
cumulate. These amounts depend not only on the levels of the
benefits currently payable but also on the ways in which
employers'liabilities under such schemes are likely to evolve
in the futrne as a result of factors such as expected changes in
the numbers, age distribution and life expectancies of their
present and previous employees. Thus, the values that should
be imputed for the contributions ought, in principle, to be
based on the same kind of actuarial considerations that deter-
mine the levels of premiums charged by insurance enterprises.
7.46. In practice, however, it may be difficult to decide how large
such imputed contributions should be. The enterprise may
make estimates itself, perhaps on the basis of the contributions
paid into similar funded schemes, in order to calculate its
likely liabilities in the future, and such estimates may be used
when available. Otherwise, the only practical alternative may
be to use the unfunded social benefits payable by the enter-
prise during the same accounting period as an estimate of the
imputed remuneration that would be needed to eover the im-
puted contributions. While there are obviously many reasons
why the value of the imputed contributions that would be
needed may diverge from the unfunded social benefits actu-
ally paid in the same period, such as the changing composition
and age structure of the enterprise's labour force, the benefits
actually paid in the current perid may nevertheless provide
the best available estimates of the contributions and associated
imputed remuneration.
7.47. The two steps involved may be summartzedas follows:
(a) Employers are recorded, in the generation of income ac-
count, as paying to their existing employees as a com-
ponent of their compensation an amount, described as
imputed social contributions, equal in value to the esti-
mated social contributions that would be needed to pro-
vide for the unfunded social benefits to which they
become entitled;
(b) Employees are recorded, in the secondary distribution
of income account, as paying back to their employers
the same amount of impuüed social contributions (as
current transfers) as if th"y were paying them to a sepa-
rate social insurance scheme.
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Taxes on production and on imports (0.21
l. tntroduction
7.48. Thxes are compulsory, unrcquited paymenb, in cash or in
kind, made by institutional units to government units. Th"y
are described as unrequited because the government provides
nothing in return to the individual unit making the payment,
although governments may use the funds raised in taxes to
provide goods or services to other units, either individually or
collectively, or to the community as a whole.
7.49. Taxes on production and imports consist of:
taxes on products payable on goods and services
when they are produced, delivered, sold, trans-
ferred or otherwise disposed of by their poducers;
they include taxes and duties on imports that be-
come payable when goods enter the economic ter-
ritory by crossing the frontier or when services are
delivered to resident units by non-resident units;
when outputs'are valued at basic prices, taxes on
domestically produced products are not recorded
in the accounts of the System as being payable by
their producers
plus
other taxes on production, consisting mainly of
taxes on the ownership or use of land, buildings or
other assets used in production or on the labour
employed, or compensation of employees paid.
Thxes on the personal use of vehicles, etc., by households are
recorded under current taxes on incoffie, wealth, etc.
7,50. At the level of an individual enterprise, taxes on production
are recorded as being payable out of its vatue added. Similarly,
in business accounting, taxes on production, except invoiced
VAT, are usually regarded as costs of production that may be
charged against sales or other receipts when calculating prof-
its for tax or other purposes. They conespond grosso nrcdo to
"indirect taxes" as traditionally understood, indirect taxes
being taxes that supposedly can be passed on, in whole or in
Part, to other institutional units by increasing the prices of the
goods orservices sold. However, it is extremely difficult, if not
impossible, to determine the real incidence of different kinds
of taxes, and the use of the terms "direct" and "indirect" taxes
has fallen out of favour in economics and is no longer used in
the System.
The recording of taxes 0n production
and imports in the accounts
7.51. Taxes on production and imports are recorded under uses in
the generation of income account and under resources in the
allocation of primary income account.
7 .52. In the generation of income account, taxes on imports are re-
corded only at the level of the total economy as they are not
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payable out of the values added of domestic producers. More-
over, at the level of an individual institutional unit or sector,
only those taxes on products that have not been deducted from
the value of the output of that unit or sector need to be recorded
under uses in its generation of income account. These vary de-
pending upon the way in which output is valued. Whenoutput
is valued at basic prices, all taxes (subsidies) on products pay-
able (receivable) on the goods or services produced as outputs
are deducted from (added to) the value of that output at
producers'prices. Th"y do not, therefore, have to be recorded
under uses in the generation of income account of the units or
sectors concenned, being recorded only at the level of the total
economy, in the same way as taxes on imports. Vl/hen output
is valued at producets'prices, all taxes or subsidies on prod-
ucts payable or receivable on outputs have to be recorded
under uses in the generation of income account of the units or
sectors concerned, except invoiced VAT or similar deductible
taxes as invoiced VAf is never included in the value of output.
Non-deduct ibl e VAT and sim i lar taxes are recorded under uses
only at the level of the total economy, like taxes on imports.
7 .53. Other taxes or subsidies on production-i.e., taxes payable on
the land, assets, labour, etc., employed in production-are not
taxes payable per unit of output and cannot be deducted frorn
the producer's price. Th"y are recorded as being payable out
of the values added of the individual producers or sectors con-
cerned.
7 .54. In the allocation of primary income account, taxes on produc-
tion and imports appear under resources only for the general
government sectorand the total economy, apart from any such
taxes payable to non-residents.
Taxes versus fees
7 .55. One of the regulatory functions of governments is to forbid the
ownership or use of certain goods or the pursuit of certain ac-
H:: Jff:: ff*:,T# ää: ?;i:T"Yfiäi-:;:
issue of such licences involves little or no work on the part of
government, the licences being granted automatically on pay-
ment of the amounts due, it is likely that they are simply a de-
vice to raise taxes, even though the government may provide
some kind of certificate, or authorization, in return. However,
if the government uses the issue of licences to exercise some
proper regulatory function-for example, checking the com-
petence, or qualifications, of the person concerned, checking
the efficient and safe functioning of the equipment in question,
or carying out some other form of control which it would oth-
erwise not be obliged to do-the payments made should be
treated as purchases of services from goverrrment rather than
payments of taxes, unless the payments are clearly out of all
proportion to the costs of providing the services. The border-
c.
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line between taxes and payments of fees for services rcndered
is not always clear cut in practice, however.
Links with the IMF and OECD tax classifications
7 .56. The coverage of taxes in the SNAcoincides with that of 'ta:r rcv-
enue" as defined in the Manual on Governntent Fiturce Saads-
tics, l986,orGFS, of the International Monetary Fund (II\dF), and
also with "taxes" as defined in the Organisation for Economic C-o-
ope,ration and Development's (OECD) annual publication Rne-
nue Sntistics of OECD Member Countries, except that the SNA
includes imputed taxes or subsidies resulting from the operation
of official multiple exchange rates and does not classify Social Se-
ctuity Conbibutions under the heading of taxes. Chaper [V of the
GFS contains a detailed listing and classification of taxes accord-
ing to the nature of the tax. This classification is also rcprinted as
annex Mn the HandbookofNatiornlAccounting: Publb Secnr
Accounrs (United Nations, 1988). Part II of Revenue Srarisrr'cs
contains an almost identical classification.
7 .57. The categories of tax distinguished in the System depend on
the following interaetion of three factors, of which the nature
of tax is only one:
(a) The nature of the tax, as specified in the GFS/OECD
classification;
(b) The type of institutional unit paying the tax;
(c) The circumstances in which the tax is payable.
7.58. Thus, payments of exactly the same tax may be recorded under
two different headings in the SNA. For example, payment of
an excise duty may appear under "taxes on imports, except
VAI and duties" or under "taxes on products, except VAT, im-
port and export taxes", depending upon whether the excise
duty is paid on an imported or on a domestically produced
god. Similarly, payment of an annual tax on automobiles may
be recorded under "taxes on production" or under "cutrent
taxes on incoffie, wealth, etc.", depending upon whether the
tax is paid by an enterprise or by a household. For this reason
it is not possible to arrive at the SNA categories simply by re-
grouping the IMF/OECD classifi cations. However, in order to
take advantage of the existence of these detailed classifica-
tions, each category of tax listed below contains a cross-refer-
ence to the coffesponding IMF and OECD classifications.
The accrual basis of recording
7.59. In contrast to the GFS and similar systems that rcquire taxes
to be recorded when they are actually paid, all taxes should be
recorded on an accrual basis in the SNA, i.e., when the activi-
ties, transactions or other events occur which create the liabil-
ities to pay taxes. Howeveq some economic activities,
transactions or events, which under tax legislation ought to
impose on the units concerned the obligation to pay taxes, pcr-
manently escape the attention of the tax authorities. It would
be unrealistic to assume that such activities, transactions or
events give rise to financial assets or liabilities in the form of
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payables and receivables. For ttris t€ason the amountrs of taxe
to be recorded in the System are detennined by the amounts due
for payment only when evidenced by tax assessmentrs, declara-
tions or other hshments such as sales invoices o customs dec-
larations, which create liabilities in the form of clear obligations
to pay on the part of taxpaye,rs. Nevertheless, in accordance with
the aerual p,rinciple, the time at which the taxes should be re-
coded are the times at which thetax liabilities arise. Forexample,
a tax on the sale, hansferoruseofoutputshouldberecorded when
that sale, hansfer or use took place, which is not necessarily the
same time as that at which the tax authorities were notified, at
which a tax demand was issued, at which the tax was due to be
paid cthe payment was actually mado.
7 .ffi.In some countries, and for some taxes, the arnounts of taxes
eventually paid may diverge substantially and systematically
from the amounts due to be paid to the extent that not all of the
latter can be effectively construed as constituting financial li-
abilities as these are understood within the System. In such
cases, it may be preferable for analytic and policy purposes to
ignore unpaid tax liabilities and confine the measurement of
taxes within the System to those actually paid. Nevertheless,
the taxes actually paid should still be recorded on an accrual
basis at the times at which the events took place which gave
rise to the liabilities.
Interest, fines or other penalties
7 .6L In principle, interest charged on overdue taxes or fines, or pen-
alties imposed for the attempted evasion of taxes, should be
recorded separately and not as taxes. However, it may not be
possible to separate payments of interest, fines or other penal-
ties from the taxes to which they relate, so that they are usually
grouped with taxes in practice.
2. Taxes on products (D.2ll
7 .62. Atax on a product is a tax that is payable per unit of some good
orservice. Thetax may be a specific amount of money perunit
of quantity of a god or service (the quantity units being mea-
sured either in terms of discrete units or continuous physical
variables such as voluffi€, weight, strength, distance, time,
etc.), or it may be calculated advalorenras a specified percent-
age of the price per unit or value of the goods or services trans-
acted. A tax on a product usually becomes payable when it is
produced, sold or imported, but it may also become payable in
other circumstances, such as when a good is exported, leased,
transferred, deliverd, or used for own consumption or own
capital formation. An enterprise may or may not itemize the
amount of a tax on a product separately on the invoice or bill
which they charge their customers.
Value added type taxes (0.21 l
7 .63. A value added type tax (VAT) is a tax on goods or services col-
lected in stages by enterprises but which is ultimately charged
in full to the final purchasers. It has already been described in
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chapter VI, paragraphs 6.213 to 6.220. It is described as a "de-
ductible" üax because producers arc not usually required to
pay to the government the full amount of the tax th"y invoice
to their customers, being permitted to deduct the amount of tax
they have been invoiced on their own prnchases of goods or
services intended for intermediate consumption or fixed cap-
ital formation. VAT is usually calculated on the price of the
good or service including any other tax on the product. VAT is
also payable on imports of goods or services in addition to any
import duties or other taxes on the imports.
Taxes and duties 0n imports, excluding VAT lD.ZlZl
7.&. Thxes on imports consist of taxes on goods and services that
become payable at the moment when those goods cross the na-
tional or customs frontiers of the @onomic territory or when
those services arc delivered by non-resident producers to ries-
ident institutional units.
7.65.Imported goods on which all the required taxes on imports
have been paid when they enter the economic territory may
subsequently become subject to a further tax, or taxes, as they
circulate within the economy. For example, excise duties or
sales taxes may become due on goods as they pass through the
chain of wholesale or retail distribution, such taxes being lev-
ied on all goods at the same point, whether those goods have
been produced by resident enterprises or imported. Thxes pay-
able subsequently on goods which have been already im-
ported are not taxes on imports, being recorded under taxes on
products, excluding VAT, import and export taxes.
Inrport duties (D.2l2l )
7.66. These consist of customs duties, or other import charges,
which are payable on goods of a particular type when they
enter the economic territory. The duties are specified under
customs tariff schedules. They may be intended as a means of
raising revenue or discouraging imports in order to protect res-
ident goods producers (GFS, 6. l; OECD , SlZ3).
Tines on imports, excluding vAT and duties (D.2122)
7.67. These consist of all taxes except VAT and import duties as
defined in the GFS/OECD classifications that become pay-
able when goods enter the economic territory or services
are delivered by non-residents to residents. They include
the following:
(a) General sales taxes: these consist of general sales taxes
::TIi;T"Iiil:H::ä::;ä::::ff 1.',"#:
tory or the services are delivered to residents (GFS, 5. l;
OECD,  5 l  l0 -51 l3 ) ;
(b) Excße duties: excise duties are taxes levied on specific
kinds of goods, typically alcoholic beverages, tobacco
and fuels; they may be payable in addition to import du-
ties when the goods enter the economic territory (GFS,
5 .2 ;  OECD,5 l2 l ) ;
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(c) Tbxes on specific seruices: these may be payable when
il[T,"ffi';:älfi ,i"T*JäT,j:,äH:
5126);
(ö Prcfits of intport monopolies: these consist of the profits
transferred to governments of import marketing boards,
or other public enterprises exercising a monopoly over
the imports of some good or service. The justification
for treating these profits as implicit taxes on products is
ff ffiffi:','ä;a:,'#ä:l i;?;,*row ror ris -
(e) Tltxes resultingfrom multiple exchange rates:these con-
sist of implicit taxes resulting from the operation of mul-
tiple exchange rates by the central bank or other official
li*'ä ilx*tY:,::äil ":1ffi:1,1, i::
an explanation of the treatment of multiple exchange
rates in the System as a whole).
Export taxes (D.213)
7.68. Export taxes consist of taxes on goods or services that become
payable when the goods leave the economic territory or when
the services are delivered to non-residents. They include the
following:
(a) Export duties: general or specific taxes or duties on ex-
ports (GFS, 6.2; OECD, Sl2g;
(b) Profits of export ,,ronopolies: these consist of the profits
transferred to governments of export marketing boards,
or other public enterprises exercising a monopoly over
the expoils of some good orservice. Thejustification for
ffäff:'ffi ää[Tiffij]::;::;
(c) Titxes resultingfrom nrultiple exchange rates:these con-
sist of implicit taxes on exports resulting from the oper-
ation of an official system of multiple exchange rates
(see chapters XIV and XIX).
Taxes on products, excluding VAL
import and export axes (D.214)
7 .69. Thxes on products, excluding VAT, import and export taxes,
consist of taxes on goods and services that become payable as
a result of the production, sale, transfer, leasing or delivery of
those goods or services, or as a resutt of their use for own con-
sumption or own capital formation. They include the follow-
ing commonly occurring taxes:
(a) General sales or tuntover ta^xesi these include
manufacturers', wholesale and retail sales taxes, pur-
chase taxes, turnover taxes, and so on, but excluding
VAT (cFS, 5.1; OECD, 5l l0-51l3);
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(e)
Excise duties: these consist of taxes levied on specific
kinds of goods, typically alcoholic beverages, tobacco
and fuels (GFS, S.Z;OECD,512l);
Tares on specific services: these include taxes on trans-
portation, communications, insurance, advertishg,
housing services, hotels or lodghg, restaurants, enter-
tainments, gambling and lotteries, sporting events, etc.
(GFS, 5.4; OECD, 5126);
Taxes onfinancial and capital transactioru: these con-
sist of taxes payable on the purchase or sale of non-fi-
nancial and financial assets including foreign exchange.
Th"y become payable when the ownership of land or
other assets changes, except as a result of capital trans-
fers (mainly inheritances and gifts) (GFS, 4.4; OECD,
4400). Th"y arc treated as taxes on the services of inter-
mediaries;
Profits offiscal monopolies: these consist of the profits
of fiscal monopolies that are transferred to government.
Fiscal monopolies are public corporations, public quasi-
corporations, or govern ment -owned un i n corporated en -
terprises that have been granted a legal monopoly over
the production or distribution of a particular kind of
good or service in order to raise revenue and not in order
to firrther the interests of public economic or social pol-
icy. Such monopolies are typically engaged in the pro-
duction of goods or services which may be heavily taxed
in other countries, for example, alcoholic beverages, to-
bacco, matches, petroleum products, salt, playing cards,
etc. The exercise of monopoly powers is simply an al-
üernative way for the government to raise revenue in-
stead of the more overt procedure of taxing the private
production of such products. In such cases the sales
prices of the monopolies are deemed to include implicit
taxes on the products sold. While in principle only the
excess of the monopoly profits over some notional "nor-
mal" profits should be treated as taxes, it is difficult to
estimate this amount, and, in practice, the value of the
taxes should be taken as equal to the amount of the prof-
iüs actually transferred from fiscal monopolies to gov-
ernment (GFS, 5.3; OECD, 5122). When a public
enterprise is granted monopoly powers as a matterof de-
liberate economic or social policy because of the special
nature of the god or service or the technology of pro-
duction-for example, public utilities, post offices and
telecommunications, railways, etc.-it should not be
treated as a fiscal monopoly. As a general rule, fiscal mo-
nopolies tend to be confined to the production of con-
sumer goods or fuels. As the profits of a fiscal monopoly
are calculated for the enterprise as a whole, it is not pos-
sible to estimate the average amount of the tax per unit
of good or service sold when the enterprise has more
than one good or service as output without introducing
an assumption about the rates of tax on the different
(b)
(c)
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products. Unless there is good ttason otherwise, it
should be assumed that the same ad valorem rate of tax
is applied to all products, this rate being given by the
ratio of the total value of the implicit taxes to the value
of total sales less the total value of the implicit taxes. It
is necessary to establish this rate in order to be able to
calculate the basic prices of the products concerned.
3. 0ther taxes on production lD.29l
7 .70. These consist of all taxes except taxes on products that enter-
prises incur as a result of engaging in production. Such taxes
do not include any taxes on the profits or other income re-
ceived by the enterprise and ar€ payable irrespective of the
profitability of the production. They may be payable on the
land, fixed assets or labour employed in the production pro-
cess or on certain activities or transactions. Other taxes on pro-
duction include the following:
(a) Tizxes on payroll or work forcei these consist of taxes
payable by enterprises assessed either as a proportion of
the wages and salaries paid or as a fixed amount per per-
son employed. Th"y do not include compulsory social
security contributions paid by employers or any taxes
paid by the employees themselves out of their wages or
salaries (GFS,3; OECD, 300O);
(b) Recurrent ta.xes on land, buiWings or other structures:
these consist of taxes payable regularln usually each
yeär, in respect of the use or ownership of land, build-
ings or other structures utilized by enterprises in produc-
tion, whether the enterprises own or rent such assets
(GFS, 4.1; OECD, al00);
(c) Bnsiness and professional licences: these consist of
taxes paid by enterprises in order to obtain a licence to
carry on a particular kind of business or profession.
However, if the government carries out checlcs on the
suitability, or safety of the business premises, on the re-
liability, or safety, of the equipment employed, on the
profassional competence of the staff employed, or on
the quality or standard of goods or services produced, as
a condition for granting such a licence, the payments are
not unrequited and should be treated as payments for
services rendered, unless the amounts charged for the li-
cences are out of all proportion to the costs of the checks
carried out by governments (GFS, 5.5. l; OECD, 5210).
(See also paragraph 8.54 (c) of chapter VIII for the treat-
ment of licences obtained by households for their own
personal use.);
(d) Tbxes on the use offaed assets or other activities: these
include taxes levied periodically on the use of vehicles,
ships, aircraft or other machinery or equipment used by
enterprises for purposes of production, whethersuch as-
sets are owned or rented. These taxes are often decribed
as licencos, and are usually fixed amounts which do not
(d)
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depend on the actual rate of usage (GFS, 5 .5 .Zand 5. 5.3 ;
oEcD,5200);
stamp taxes: these consist of stamp taxes which do not
fall on particular classes of transactions already identi-
fied, for example, stamps on legal documents or
cheques. These are treated as taxes on the production of
business or financial services. However, stamp taxes on
the sale of specific products, such as alcoholic bever-
ages or tobacco, are treated as taxes on products (GFs,
7.2i OECD,6200);
Tizxes on pollution: these consist of taxes levied on the
D. Suhsidies (0.31
7 .7 L Subsidies are current unrequited payments that government
units, including non-resident government units, make to en-
terprises on the basis of the levels of their production activities
or the quantities or values of the goods or services which they
produce, sell or import. They are receivable by resident pro-
ducers or importers. In the case of resident producers they may
be dasigned to influence their levels of production, the prices
at which their outputs are sold or the remuneration of the insti-
tutional units engaged in production. Subsidies are equivalent
to negative taxes on production in so far as their impact on the
operating surplus is in the opposite direction to that of taxes on
production.
7 .72. Subsidies are not payable to final consumers, and current
transfers that governments make directly to households as
consumers are treated as social benefits. Subsidies also do not
include grants that governments may make to enterprises in
order to finance their capital formation, or compensate them
for damage to their capital assets, such grants being treated as
capital transfers.
l. Subsidies on products (0.3 t )
7 .73. A subsidy on a product is a subsidy payable per unit of a good
orservice. The subsidy may be a specific amount of money per
unit of quantity of a good or service, or it may be calcu lated ad
valoren, as a specified percentage of the price per unit. A sub-
sidy may also be calculated as the difference between a spec-
ified target price and the market price actually paid by 
" 
buyer.
A subsidy on a product usually becomes payable when the
good or service is produced, sold or imported, but it may also
be payable in other circumstances such as when a good is
transferred, leased, delivered or used for own consumption or
own capital formation.
lmport subsidies (D.31  )
7 "74. Import subsidies consist of subsidies on goods and services
that become payable when the goocls cross the frontier of the
economic territory or when the services are delivered to resi-
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emission or discharge into the environment of noxious
gases, liquids or other harmful substances. Th"y do not
include payments made for the collection and disposal
of waste or noxious substances by public authorities,
which constitute intermediate consumption of enter-
prises (GFS, 7 .3; OECD, 5200);
G) Tizxes on internationa:l transactions: these consist of
taxes on travel abroad, foreign remittances or similar
transactions with non-residents (GFS, 6.5 and 6.6;
oEcD,5t27).
dent institutional units. Th"y include implicit subsidies result-
ing from the operation of a system of official multiple ex-
change rates (see chapters xlv and xlx). They may also
include losses incurred as a matter of deliberate government
policy by government trading organizations whose function is
to purchase products from non-residents and then sell them at
lower prices to residents (see also export subsidies in para-
graph 7.76 below.)
7.75. As in the case of taxes on products, subsidies on imported
goods do not include any subsidies that may become payable
subsequently on such goods after they have crossed the fron-
tier and entered into free circulation within the economic ter-
ritory of the country.
Export subsidies (D.31 2)
7 .76. Export subsidies consist of all subsidies on goods and services
that become payable when the goods leave the economic ter-
ritory or when the services are delivered to non-resident units.
Th"y include the following:
(o) Direct subsidies on exports payable directly to resident
::fi ::il:::,3:"11*i",::#,::ililic'[e'i"ry
(b) losses of govern,nent trading organizations: these con-
sist of losses incured as a matter of deliberate govern-
ment policy by government trading organizations
whose function is to buy the products of resident enter-
prises and then sell them at lower prices to non-resi-
dents. The difference between the buying and selling
prices is an export subsidy (see also paragraph 7.78 (b)
below);
(c) Subsidies resulting from nruh:iple exchange rates: these
consist of implicit subsidies resulting from the operation
of an official system of multiple exchange rates (see
chapters XIV and XIX).
(e)
a
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F-xcfusions from expor-t subsidies
7.77 . Export subsidies do not include the repayment at the customs
frontier of taxes on products previously paid on goods or ser-
vices while th"y were inside the economic territory. Th"y also
exclude the waiving of the taxes that would be due if the goods
werc to be sold or used inside the economic territory instead
of being exported. General taxes on products such as sales or
purchase taxes, VAT, excise taxes or other taxes on products
are usually not payable on exports.
0ther subsidies on products (D.3191
7.78. Other subsidies on products consist of subsidies on goods or
services produced as the outputs of resident enterpriscs that
become payable asi a result of the production, sale, transfer,
leasing or delivery of those goods or servic6, or as a result of
their use for own consumption or own capital formation. The
most common types are the following:
(a) Subsidies on products used domestically: these con-
sist of subsidies payable to resident enterprises in re-
spect of their outputs which are used or consumed
within the economic territory;
(b) Zosses of government tading organizntions:these con-
sist of the losses incurred by government trading orga-
nizations whose function is to buy and soll the products
of resident enterprises. When such organizations incur
losses as a matter of deliberate government economic or
social policy by selling at lower prices than those at
which they purchased the goods, the difference between
the purchase and the selling pricas should be treated as
a subsidy. Entries to the inventories of goods held by
such organizations are valued at the purchasers'prices
E. Operating surplus or mixed income lB.2/8.31
7.80. Operating surplus and mixed income are two alternative
names for the same balancing item used for different types of
enterprises. Operating surplus or mixed income is the balanc-
ing item;"ffffration of income account it is defined as:
nürurs compensation of employees payable
nünus taxes on production payable
phrs subsidies receivable.
As already noted, value added should be measured net-after
deducting consumption of fixed capital-but provision has to
be made in the accounts of the system for value added, and
hence all subsequent balancing items that depend on value
added, to be measured gross or net of consumption of fixed
capital because of the practical difficulty of measuring the lat-
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paid by the trading organizations and the subsidies rc-
corded at the time the goods are sold;
(c) Subsidies to public corporations and quasi+orporations:
these consist of regular transfers paid to public corpora-
tions and quasi-corporations which arc intended to com-
pensate for persistent losses-i.e., negative operating
surpluses-which they incur on their productive activi-
ties as a result of charging pricas which are lower than
their average costs of production as a matter of deliber-
ate government economic and social policy. In order to
calculate the basic prices of the outputs of such enter-
prises, it will usually be necessary to assume a uniform
ad valorcm implicit rate of subsidy on those outputs de-
termined by the size of the subsidy asi a percentage ofthe
value of sales plus subsidy.
2. 0ther subsidies on production
7 .79. These consist of subsidies except subsidies on products which
resident enterprises may receive as a consequence of engaging
in production. Examples of such subsidies are the following:
(a) Subsidies on payroll or workforce: these consist of sub-
sidies payable on the total wage or salary bill, or total
workforce, or on.the employment of particular types of
persons such as physically handicapped persons or per-
sons who have been unemployed for long periods. fire
subsidies may also be intended to cover some or all of
the costs of training schemes organized or financed by
enterprises;
(b) Subsidies to reduce polhttion: these consist of subsidies
intended to cover some or all of the costs of additional
processing undertaken to reduce or eliminate the dis-
charge of pollutants into the environment.
ter; Value added may be assumed to be measured net, unless
stated to the contrary.
7.81 . Mixed inc:otne is the term reserved for the balancing item of
the generation of income account of unincorporated enter-
prises owned by members of households, either individually
or in pafinership with others, in which the ownerc, or other
members of their households, may work without receiving
any wage or salary. In practice, all unincorporated enterprises
owned by households that are not quasi-corporations are
deemed to fall in this category, except owner-occupiers in their
capacity as producets of housing services for own final con-
sumption and households employing paid domestic staff, an
activity that generates no surplus.
7.82. Operating surplus/mixed income is a measure of the surplus
accruing from processes of production before deducting any
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explicit or implicit interest charges, rents or other property in-
comes payable on the financial assets, land or other tangible
non-produced assets required to carry on the production. It is,
therefore, invariant as to whether:
(a) The land or other tangible non-produced assets used in
production are owned or rented by the enterprise; and
(b) The inventories, fixed assets, land or other non-pro-
duced assets owned by the enterprise and used in pro-
duction are financed out of own funds (oreguity capital)
or out of borrowed funds (or loan capital).
Although the operating surplus/mixed income is invariant to
the extent to which land is owned or assets in general arc fi-
nanced, it needs to be sufficient to cover both any explicit, or
implicit, rents on land and the explicit, or implicit interest
charges on the value of all the assets owned by the enterprise
in order to justify their continued use in production. The im-
plicit interest costs of using the enterprise's own funds to pur-
chase inventories, fixed assets or other assets are the
opportunity costs of using the funds in this way rather than to
acquire financial assets on which actual interest could be
earned. The amounts of rents and interest actually payable on
rented land and borrowed funds are recorded in the allocation
of primary income account, and the entrepreneurial income
account, but the implicit rents on land owned by the enterprise
and the implicit interest chargeable on the use of the
enterprise's own funds are not recorded in the accounts of the
System.
7.83. The operating surpluslmixed income is not invariant, how-
ever, to the extent to which the fixed assets used in production
are owned or rented. When buildings, other structures, ffiä-
chinery or equipment are rented by an enterprise, the pay-
ments of rentals under an operating lease or similar lease are
recorded as purchases of services. These services form part of
intermediate consumption. Thus, as explained in chapter VI,
paragraphs 6. l8 I to 6. 183, the payment of the rental on a fixed
asset tends to reduce gross value added below what it would
be if the producer owned the asset. The impact on net value
added, however, is mitigated by the fact that a tenant, or lessee,
incurs no consumption of fixed capital whereas an owner
would. In general, however, even net value added will tend to
be lower when a fixed asset is rented as the rental has to cover
the lessor's operating and interest costs as well as the con-
sumption of fixed capital. Thus, the net operating sur-
plus/mixed income is not invariant to the extent to which fixed
assets are rented rather than purchased. At the level of the total
economy, however, the lower surpluses accruing to tenants or
lessees will tend to be counterbalanced by the operating sur-
pluses earned by the lessors.
7 .84. It should also be noted that enterprises rnay invest surplus
funds in financial assets oreven land, especially in times of un-
certainty and high interest rates. Considerable property in-
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@me may be received from such investments. The pnoperty
income paid out by a corporation will be influenced by the
amount of property income received as well as by its operating
surplus. Thus, it is not appropriate to record all the property
income paid out by an enterprise as if it wene chargeable
against the operating surplus. Some interest costs, especially
implicit costs, may be attributable to assets other than those
used in production. For this reason, the explicit and implicit
interest costs payable by an enterprise ought not to be recorded
in the generation of income account in which the reources
consist only of value added accruing from production. Th"y
are recorded in the allocation of income account after taking
account of any property income receivable as well as the op
erating surplus.
illixed income
7.85. "Mixed income" has already been used to describe the balanc-
ing item in the generation of income account for a sub-set of
enterprises, i.e., unincorporated enterprises owned by mem-
bers of households either individually or in partnership with
othens in which the ownens, or other members of their house-
holds, may work without receiving a wage or salary. Owners
of such enterprises must be self-employed: those with paid
employees are employers, while those without paid employ-
ees are own-account workers. In a few cases it may be possible
to estimate the wage or salary element implicitly included
within mixed income, but there is usually not enough informa-
tion available about the number of hours worked or appropri-
ate rates of remuneration for values to be imputed
systematically. Thus, mixed income contains an unknown el-
ement of remuneration for work done by the owner of the en-
terprise, or other members of the same household, as well as
the surplus accruing from production. The element of remu-
neration could be predominant in some cases.
7.86. A further difficulty with unincorporated enterprises is that it is
often not popsible to draw a clear distinction between the as-
sets, including financial assets and liabilities, of an unincorpo-
rated enterprise and those of the owner in a personal capacity.
Many fixed assets, such as buildings and vehicles, may be
used partly for business purposes and partly for purposes of
household final consumption. In addition, some goods osten-
sibly purchased for intermediate consumption may in fact be
consumed by members of the household. Owners of enter-
prises may have an incentive to portray durable ornondurable
goods used for final consumption as being used by the enter-
prise in order to reduce profits as reported to tax authorities.
Even when there is no such incentive, owners may have genu-
ine difficulty in separating their business expenditures or lia-
bilities from their personal expenditures or liabilities. Thus,
mixed incomes may be less reliable than the operating sur-
pluses reported by corporations or government enterprises,
and it may be useful to separate them for this reason also.
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F. Property incomes (0.41
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l. Introduction
7 .87 . Property incomes are received by the owners of financial as-
sets and tangible non-produced assets, mainly land and sub-
soil assets. Property incomes accrue when the owners of such
assets put them at the disposal of other institutional units. In-
stitutional units with funds to invest do so by lending them to
otherunits. As a result, financial assets are created whose own-
ers are entitled to receive property incomes in the form of in-
terest, dividends, etc. Owners of land and subsoil assets may
put them at the disposal of other units by arranging contracts
or leases under which the tenants, or users of the assets, agree
to pay the owners property incomes in the form of rents. The
regular payments made by the lessees of subsoil assets are
often described as royalties, but they are treated as rents in the
System. The term "rent" is reserved in this manual for rents on
land and subsoil assets, payments under operating leases
being described as "rentals".
7.88. Propefty income may therefore be defined as:
the income receivable by the owner of a financial
asset or a tangible non-produced asset in return for
providing funds to, or putting the tangible non-
produced asset at the disposal of, another institu-
tional unit.
The terms governing the payment of property incomes are
usually specified in the financial instrument created when the
funds are transferred from the creditor to the debtor or in the
contract or lease signed when the right to exploit the land or
subsoil assets is transferred from the owner to the tenant or les-
see. Such arrangements are typically made only for a limited
period of time, after which the funds must be repaid or the right
to exploit the land or subsoil assets reverts to the owner. The
period of time may be several months or several years, and
such arangements may of course be renewed.
7.89. Property incomes are classified in the following way in the
System:
Interest
Distributed income of corporations
Dividends
Withdrawals from income of quasi-
corporations
Reinvested earnings on direct foreign investment
Property income attributed to insurance policy holders
Rent"
Each of these items is described in more detail below. The in-
come that the owners of quasi-corporations withdraw from
them is analogous to the income withdrawn from corporations
by paying out dividends to their shareholders. It is therefore
treated as property income accruing to the owners of quasi-
corporations.
2. Property incomes distingui*ed from rentalr
7.90. The distinction between property incomes and the rentals re-
ceivable and payable under operating leases is fundamental to
the System as rentals are treated as sales or purchases of ser-
vices. The nature of operating leasing has already been de-
scribed in chapter VI. In the present context, it is sufficient to
emphasize the following differences between operating leas-
ing and the renting of land and subsoil assets:
(a'l Under an operating lease, the items leased consist of
fixed assets such as buildings, ships, aircraft, vehicles,
etc., that are all produced assets;
(b) The lessors of produced assets are typically engaged in
processes of production whereby they provide services
to the lessees by purchasing and maintaining inventories
of fixed assets that they are able to lease out at short no-
tice and for varying lengths of time for the convenience
of their clients;
(c) The lessors engage in gross fixed capital formation in
order to acquire the assets and incur consumption of
fixed capital in respect of the assets they lease.
7 .91. The rentals payable by lessees to lessors are therefore treated
as purchases of services produced by the latter. Th"y may be
recorded under the intermediate consumption of enterprises or
under the final consumption of households or government. On
the other hand, the owners of funds, land or subsoil assets who
merely place these assets at the disposal of other units are not
considered to be themselves engaged in productive activity.
The assets loaned, rented or leased have not been produced
and no capital consumption is incurred in respect of their use.
The property incomes payable by enterprises that borrow
funds or rent land or subsoil assets do not affect the calculation
- 
of their value added or operating surpluses.
7 .92. The renting of buildings, including dwellings, is not usually
described as operating leasing, but the rentals paid by tenants
under a building lease are treated in the same way as the rentals
paid by lessees of other fixed assets. The rentals paid by ten-
ants are treated as payments for the provision of building or
housing services. Similarly, permitting other units to make use
of intangible fixed assets is treated in the same way as operat-
ing leasing. Although the payments made by units using pro-
cesses or producing products covered by patents are usually
described as "royalties", they are treated as purchases of ser-
vices procluced by the owners of the patents.
3. Interest (0.41)
Introduction
7 e3 
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Deposits
Securities other than shares
[.oans
Other accounts receivable.
These financial assets are all claims of creditors over debtors.
Creditors lend funds to debtors that lead to creation of one or
other of the financial instruments listed above. The amount of
the debtor's liability to the creditor at any point of time may be
described as the principal outstanding. It is the amount that the
debtor must repay to discharge the liability and thereby extin-
guish the creditor's claim over the debtor.
Interest may be defined as follows:
Under the terms of the financial instrument agreed be-
tween them interest is the amount that the debtor be-
comes liable to pay to the creditor over a given period of
time without reducing the amount of principal outstand-
ing.
However, the interest may not necessarily be due for payment
until a later date and sometimes not until the loan, or other finan-
cial instnrment matures. Interest may be a predetermined sum of
money or percentage of the principal outstanding. If some or all
of the interest accruing to the creditor is not paid during the period
in question, it may be added to the amount of the principal out-
standing or it may constitute an additional, separate liability in-
curred by the debtor. As explained in chapter XI, there are many
different kinds of financial instruments and new instruments are
continually being evolved. lnterest may therefore be paid in var-
ious different ways, not always explicitly described as interest.
The accrual basß of recording
7 .94. Interest is recorded on an accrual basis, i.e., interest is recorded
as accruing continuously over time to the creditor on the
amount of principal outstanding. The interest accruing is the
amount receivable by the creditor and payable by the debtor.
It may differ not only from the amount of interest actually paid
during a given period but also the amount due to be paid within
the period. Some financial instruments are drawn up in such a
way that the debtor is obliged to make regular interest pay-
ments, period by period, as tlre interest accrues but in other
cases there may be no such requirement.
7 .95. Certain financial instruments, for example, bills and zerocou-
pon bonds, are such that the debtor is under no obligation to
make any payments to the creditor until the asset matures. In
effect, no interest beconres due for payrnent until the end of the
asset's life at which point the debtor's liability is discharged
by 
" 
single payment covering both the amount of the funds
originally provided by the creditor and the interest accumu-
lated over the entire life of the asset. However, in the System,
the interest accruing in each accounting period must be re-
corded whether or not it is actually paid or added to the prin-
cipal outstanding. When it is not paid, the increase in the
principal must also be recorde,d in the financial account as a
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further acquisition of that kind of financial asset by the credi-
tor and an equal incurrence of a liability by the debtor.
Interest on deposits, loans and accounts
receivable and payable
7 .96. The nature of financial assets and liabilities in the form of de-
posits, loans and accounts receivable and payable is explained
in chapter XI. In general, the interest receivable and payable
on these financial assets and liabilities is determined sim-
ply by applying the relevant rate of interest to the principal
outstanding at each point of time throughout the account-
ing period.
Interest on securities
Interest on bills and simihr instruntents
7 .97 . As explained in chapter XI, bills are short-term securities that
give the holder (creditor) the unconditional right to receive a
stated fixed sum on a specified date. Th"y are issued and naded
in organ izßdmarkets at a discount that depends on current market
short-term interest rates and the time to maturity. Most bills ma-
ture after a period ranging foom one month to one year.
7.98. I-et the price paid for a bill at its time of issue be L: this repre-
sents the amount of funds that the purchaser (creditor) pro-
vides to the issuer (debtor) and measures the value ofthe initial
liability incurred by the issuer. Irt the face value of the bill be
F: this represents the sum paid to the holder of the bill (the
creditor) when it matures. The difference, F-L, or discount on
the bill, measures the interest payable over the life of the bill.
7.99. Bills are traded on money markets at values which gradually
rise to reflect the interest accruing on the bills as they approach
maturity. The increase in the value of a bill due to the accumu-
lation of accrued interest does not constitute a holding gain be-
cause it is due to an increase in the principal outstanding and
not a change in the price of the asset.
Interest on bonds and debentures
7.100. Bonds and debentures are long-term securities that give the
holder the unconditional right to:
(a) A fixed or contractually determined variable money in-
come in the form of coupon payments;
or
(b) A stated fixed sum on a specified date or dates when the
security is redeemed;
or
(c) Both (a) and O). Most bonds fall into this category.
The amounts of the fixed or variable money incomes or cou-
pon payments due for payment within the accounting period
are treated as interest receivable and payable by the creditor
and debtor respectively. In addition, when a bond is issued at
a discount, the difference between the face value, or redemp-
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tion price, and the issue price constitutes interest that accrues
overthe life of thebond, in the same way as fora bill. However,
as accounts are compiled for time periods that are typically
much shorter than the life of the bond, the interest must be dis-
tributed over those periods. Th"y way in which this may be
done is explained below.
Zero-coupon bords
7.101 . Tnro-coupon bonds are long-term securities that are similar to
bills. Th"y do not entitle their holders to any fixed or variable
money income but only to receive a stated fixed sum as repay-
ment of principal and accrued interest on a specified date or
dates. When they are issued they are usually sold at a price that
is substantially lower than the price at which they are rc-
deemed on maturity. Lßt L equal the issue price and Fthe re-
demption prioe, F-L is the value of the intercst receivable and
payable over the life of the bond. This interest has to be dis-
tributed over the years to its maturity. One possible method is
to assume interest is credited at the end of each year at an an-
nual rate that is constant overthe life of the bond, in which case
the rate is given by the following expression:
r  :  (F IL )  l /n  -  t
where n is the number of years from the time of issue to matu-
rity. The interest accruing during the course of year r is then
given by
rL(l * ,)t- t
where t : I at the end of the first year.
7.102. The interest accruing each year is effectively reinvested in the
bond by its holder. Thus, counterpart entries equal to the value
of the accrued interest must be recorded in the financial ac-
count as the acquisition of more bond by the holder and as a
further issue of more bond by the issuer or debtor.
Other bonds, including deep-discotttrted bonds
7.103. Most bonds pay a fixed or variable money income and may
also be issued at a discount or, possibly, a premium. In such
cases, the interest receivable by the holders of the bonds has
two components:
(a) The amount of the money income receivable from cou-
pon payments each period;
plus
(b) The amount of interest accruing each period attributable
to the difference between the redemption price and the
issue price.
The second component is calculated in the same way as for
zero-coupon bonds, as described above. In the case of deep-
discounted bonds, the amounts of money income payable
each period are relatively small and most of the interest accru-
ing is attributable to the difference between the redemption
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price and the issue price. At the other extreme, some bonds
offer an income stream in perpetuity and arc never redeemed.
Index linked securities
7.10y''. Index linked securities are financial instruments for which the
amounts of the coupon payments (interest) and/or the princi-
pal outstanding are linked to a general price index, a specific
price index or an exchange rate index. When the coupon pay-
ments are index linked, the full amounts of such payments are
treated as interest receivable and payable, in the same way as
the interest receivable and payable on any other security pay-
ing a contractually agreed variable income. When the value of
the principal is index linked, the difference between the even-
tual redemption price and the issue price is treated as interest
accruing over the life of the asset in the same way as for a se-
curity whose redemption price is fixed in advance. fn practice,
the change in the value of the principal outstanding between
the beginning and end of a particular accounting period due to
the movement in the relevant index may be treated as interest
accruing in that period, in addition to any interest due for pay-
ment in that period. The interest accruing as a result of the in-
dexation is effectively reinvested in the security and this
additional investment must be recorded in the financial ac-
counts of the holder and issuer.
Interest rate swaps and forward rate agreements
7.105. Swaps are contractual arrangements between two institutional
units who agree to exchange streams of payables on the same
amount of indebtedness over time. Common varieties of
swaps are interest rate swaps and currency swaps. Interest rate
swaps consist of the exchange of interest payments of different
character, for example:
Fixed rate payments for floating or variable rate pay-
ments
One kind of floating rate payments for another
Fixed rate payments in one curency for floating rate
payments in another cunency
and so on. The streams of interest payments resulting from
swap arangements should be recorded net of the payments
between the two parties to the swap. Neither of the parties is
treated as providing a service to the other, but any payments
made to third parties, such as speci alized brokers, for armng-
ing the swaps are recorded as purchases of services.
7.106.. The same principle is applied to transactions under forward
rate agreements (FRAS). These are arangements in which two
parties, in order to protect themselves against interest rate
changes, agree on an interest rate to be paid on a specified set-
tlement date on a nominal amount of principal that is neverex-
changed. The only payment that takes place relates to the
difference between the agreed FRA rate and the prevailing
market rate on the settlement date. The buyer of the FRA re-
ceives payment from the seller if the prevailing rate exceeds
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the agreed rate, while the seller receives payment if the latter
exceeds the former. These payments arc recorded as interest
receivable and payable.
Interest on financial leases
7 .lO7 . Financial leases may be distinguished from other leases by the
fact that all the rislcs and rewards of ownership are, de facto,
transferred from the legal owner of the fixed asset, the lessor,
to the user of the asset, the lessee. In order to capture the eco-
nomic reality of such anangements the fixed asset is treated in
the System as if it were purchased by the lessee, instead of the
lessor, out of funds provided by the latter. The lessor is treated
as making a loan to the lessee equal to the value of the
purchaser's price paid for the asset, this loan being gradually
paid offin full over the period of the lease. The rental paid each
period by the lessee is therefore treated as having two compo-
nents: the first consists of a repayment of principal, the re-
mainder being treated as a payment of interest. The rate of
interest on the imputed loan is implicitly determined by the
total amount paid in rentals over the life of the lease in rela-
tionship to the purchaser's price of the asset. It is easily calcu-
lated using standard formulas. Assuming that the rental
remains constant from period to period, the share of the rental
that represents interest gradually declines over the life of the
lease as the principal is repaid. The initial loan by the lessee,
together with the subsequent repayments of principal, are re-
corded in the Financial Accounts of the lessor or lessee. The
interest payments are recorded under interest in their respec-
tive Primary Distribution of Income Accounts.
Interest payable and receivable by financial intermediaries
7.108. As explained in chapter VI, the amounts of interest payable to
and receivable by financial intermediaries are set in order to
provide a margin that is used to defray the costs of providing
certain services to their customers, both depositors and bor-
roweß, for which they do not charge explicitly. When the
value of the services provided by financial intermediaries is al-
located among different customers the actual payments or re-
ceipts of interest to or from financial intermediaries need to be
adjusted to eliminate the margins that represent the implicit
charges made by financial intermediaries. The amounts of in-
terest paid by borrowers to financial intermediaries must be re-
duced by the estimated values of the charges payable, while
the amounts of interest receivable by depositors must be sim-
ilarly increased. The values of the charges must, of course, be
treated as payments for services rendered by financial inter-
mediaries to their customers and not as payments of interest.
Th"y are recorded as sales of services in the production ac-
counts of financial intermediaries and as uses in the accounts
of their customers. However, when the whole output of finan-
cial intermediaries is, by convention, allocated as the interrne-
diate consumption of a nominal industry, no such adjustments
to interest payments and receipts are called for, although an
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adjusbnent item is needed in the allocation of income account
of financial intermediaries and of the nominal industry.
Nominal and real interest
7.109. When a debtor is able to discharge his liability to the creditor
by repaying principal equal in money value to the funds bor-
rowed the associated interest payments are described as'nom-
inal". Such interest payments do not represent the *real" rcturn
to the creditor when, as a result of inflation, the purchasing
power of the funds rcpaid is less than that of the ftmds bor-
rowed. In situations of chronic inflation the nominal interest
payments demanded by creditors typically rise in order to
compensate them for the losses of purchasing power that th"y
expect when their funds are eventually repaid.
7.110. ln inflationary situations it is possible to view an actual p"y-
ment of nominal interest as consisting of two elements:
(a) A payment equal to the loss of purchasing power on the
monetary value of the principal during the accounting
period;
(b) The balance remaining that represents the real interest
accruing to the creditor.
The first element may be calculated by multiplying the value
of the principal by the change in some general price index. It
may be regarded as a payment made by the debtor to compens-
ate the creditor for the real holding loss on the principal out-
standing. The remainder of the nominal interest payment,
which could be positive or negative, constitutes real interest.
7 .lll. In practice, the interest recorded in the allocation of primary
income account is not partitioned in this way. The interest re-
corded is always the amount of nominal interest receivable or
payable (plus or minus the charges for services of financial in-
termediaries for which no explicit charges are made, when rel-
evant). However, the information needed to calculate real
interest is provided within the System as a whole as the real
holding losseb incurred by creditors should be recorded in the
revaluation account. A further discussion of the treatment of
interest under inflation is given in chapter XIX. Annex B to
chapter XIX proposes a parallel treatment of interest under
significant inflation.
4. Distributed income of corporations (0.421
Div idends (D.a21l
7.112. Corporations obtain funds by issuing shares in their equity
which entitle the holders to shares both of distributed profits
and the residual value of the assets of the corporation in the
event of its liquidation. Shareholders are the collective owners
of a corporation.
7 .113. Dividends are a form of property income to which sharehold-
ers become entitled as a result of placing funds at the disposal
of corporations. Raising equity capital through the issue of
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shares is an alternative way of raising funds to borrowing. ln
contrast to loan capital, however, equity capital does not give
rise to a liability that is fixed in monetary terms and it does not
entitle the holders of shares of a corporation to a fixed or pre-
determined income.
7.114. Just as corporations are understood in the System to cover a
set of institutional units engaged in production which may be
described by different names-private or public corporations,
private or public companies, cooperatives, limited liability
partnerships, etc.-dividends must also be understood to
cover all distributions of profits by corporations to their share-
holders or owners, by whatever name they are called. Divi-
dends may occasionally take the form of an issue of shares, but
issues of bonus shares which rcpresent the capitalization of
own funds in the form of reserves and undistributed profits arc
not included.
Withdrawals from income of quasi-corporations lD.422l
7 .115. Although a quasi-corporation is treated as if it were a corpora-
tion, it cannot distribute income by paying dividends to its
owner. Neverlheless, the owner, or owners, of a quasi-corpo-
ration may choose to withdraw some orall of the entrepreneur-
ial income of the enterprise. Conceptually, the withdrawal of
such income is equivalent to the distribution of corporate in-
come through dividends and is treated as if it were a type of
dividend. It needs to be identified in order to be able to distin-
guish the income of the quasi-corporation from that of its
owner.
7.116. In order for an unincorporated enterprise to be treated as a
quasi-corporation it must have a complete set of accounts of
its own. It follows that any income withdrawn from a quasi-
corporation should be explicitly identifiable in its accounts,
where it is likely to be recorded as a payment, or transfer, to an
account of the owner kept separately from the accounts relat-
ing to the activities of the quasi-corporation itself.
7 .lt7 . The amount of income which the owner of a quasi-corporation
chooses to withdraw will depend largely on the size of its en-
trepreneurial income, i.e., its operating surplus phs property
income rcceivable on any assets owned by the enterprise
nünus any interest or rcnts payable on its liabilities, land or
other tangible non-produced assets. When deciding exactly
how much to withdraw, the owner has to take into account the
size of its entrepreneurial income in much the same way as the
board of directors of a corporation in deciding how much to
pay out in dividends. Conceptually, the income withdrawn is
a form of property income accruing to the owner of a quasi-
corporation in respect of funds invested in the enterprise.
7.118. Withdrawals of income from a quasi-corporation do not, of
coume, includc withdrawals of funds realized by the sale or
disposal of the quasi-corporation's assets: for example, the
sale of inventories, fixed assets or land or other non-produced
assets. Such sales would be recorded as disposals in the capital
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account of the quasi-corporation and the transfer of the result-
ing funds would be recorded as a withdrawal from the equity
of quooi-corporations in the financial accountrs of the quasi-
corporation and its owner(s). Similarly, funds withdrawn by
liquidating large amounts of accumulated retained savings or
other neserves of the quasi-corporation, including those built
up out of provisions for consumption of fixed capital, are
treated as withdrawals from equity. Converseln any funds
provided by the owner(s) of a quasi-corporation for the pur-
pose of acquiring assets or reducing its liabilities should be
treated as additions to its equity. Just as there cannot be a neg-
ative distribution from the entrepreneurial income of corpora-
tions in the form of negative dividends, it is not possible to
have a negative distribution from the entrepreneurial income
of quasi-corporations in the form of negative withdrawals.
However, if the quasi-corporation is owned by government,
and if it runs a persistent operating deficit as a matterof delib-
erate government economic and social policy, any regular
transfers of funds into the enterprise made by government to
cover its losses should be treated as subsidies, as explained in
paragraph 7.78 (c) above.
5. Reinyested earnings on direct foreign inyestment
(0.431
7.119. As explained in chapter XIV a direct foreign investment en-
terprise is a corporate or unincorporated enterprise in which a
foreign investor has made a direct foreign investment. Adirect
foreign investment enterprise may be either:
(a) The (unincorporated) branch of a non-resident corpo-
rate or unincorporated enterprise: this is treated as a
quasi-corporation; or
(b) A corporation in which at least one foreign investor
(which ffiäy, or may not, be another corporation)
owns sufficient shares to have an effective voice in its
management.
7.120. Actual distributions may be made out of the entrepreneurial
income of direct foreign investment enterprises in the form of
dividends or withdrawals of income from quasi-corporations.
The payments made in these ways to foreign direct investors
are recorded in the accounts of the SNA and in the balance of
payments statistics of the IMF as international flows of prop-
erty income. However, both systems also require the saving or
retained earnings of a direct foreign investment enterprise to
be treated as if they were distributed and remitted to foreign
direct investors in proportion to their ownenship of the equity
of the enterprise and then reinvested by them. In other words,
two additional entries are required in the accounts of the enter-
prises and their foreign owners, one of which is the imputed
remittance of retained carnings, while the other is the imputed
reinvestment of those earnings. The imputed remittance of
these retained earnings is classified in the System as a form of
distributed income that is separate from, and additional to, any
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actual payments of dividends or withdrawals of income from
quasi-corporations.
'l 
.121. The rationale behind this treatment is that, since a direct for-
eign investment enterprise is, by definition, subject to control,
or influence, by 
" 
foreign direct investor or investors, the de-
cision to rctain some of its earnings within the enterprise must
rePresent a conscious deliberate investment decision on the
part of the foreign direct investor(s). In practice, the great ma-
jority of direct investment enterprises arc subsidiaries of for-
eign corporations or the unincorporated branches of forcign
enterprises, i.e., quasi-corporations, that are completely con-
trolled by their parent corporations or owners.
7.I22. The retained earnings in question are equal to:
the operating surplus of the direct foreign invest-
ment enterprise
plus any property incomes or current transfers receivable
,ttirus any property incomes or current transfers payable, in-
cluding actual remittances to foreign direct investors
and any current taxes payable on the income, wealth,
etc., of the direct foreign investment enterprise.
Thus, the retained earnings are equal to the entrepreneurial in-
come of the foreign direct investment enterprise, plus or minus
any culrent transfers receivable or payable, including any cur-
rent taxes on incoffie, wealth, etc. payable. If the direct enter-
prise is wholly owned by a single foreign direct investor (for
example, a branch of a foreign enterprise) the whole of the re-
tained earnings are deemed to be remitted to that investor and
then reinvested, in which case the saving of the enterprise
must be zero. When a foreign direct investor owns only part of
the equity of the direct investment enterprise, the amount
which is deemed to be remitted to, and reinvested by, the for-
eign investor is proportional to the share of the equity owned.
6. Property income attributed to
insurance policyholders (0.441
7 .123. The technical reserves held by insurance enterprises consist of
the actuarial reserves against outstanding risks in respect of
life insurance policies, including reserves for with-profit pol-
icies which add to the value on maturity of with-profit endow-
ments or similar policies, prepayments of premiums and
reserves against outstanding claims. Although held and man-
aged by insurance enterprises, the technical reserves are held
in trust for the benefit of policyholders, or beneficiaries in the
case of reserves against outstanding claims. The reserves are,
therefore, considered to be assets of the policyholders or ben-
eficiaries and liabilities of the insurance enterprises. In the fi-
nancial accounts, the claims of holders of both life and non-life
insurance policies over the insurance enterprises are described
as the net equity of households on life insuiance reserves and
on pension funds and prepayments of insurance premiums and
reseryes for outstanding claims.
.
7.124. Insurance technical reserves ane invested by instrance enter-
prise in various ways. They are conrmonly used to prnchase
financial assets, land or buildings. The insurance enterprises
receive property income from the financial assets and land,
and eatn net operating surpluses from the renting or leasing of
, residential and other buildings. The total of the primary in-
comes received in this way from the invesünent of insurance
technical reserves is described as investment income.ltdoes
not, of course, include any income received from the invest-
ment of insurance enterprises' oy/ll assets. However, as the
technical reserves are assets of the insurance policyholders,
the investment income receivable by insurance enterprises
must be shown in the accounts as being paid by the insurance
enterprises to the policyholders. The income payableby insur-
anoe enterptises to policyholders in this way is described as
property income attributed to insurance policyholders. How-
ever, this income is retained by the insurance enterprises in
practice. It is therefore treated as being paid back to the insur-
ance enterprises in the form of premium supplements that are
additional to actual premiums payable under the terms of the
insurance policies. These premium supplements on non-life
a  a .  .insurance policies and on life insurance policies taken out
under social insurance schemes are recorded together with the
actual premiums in the secondary distribution of income ac-
counts of the units concerned. The premium supplements on
individual life insurance policies not taken out undersocial in-
surance schemes, like the actual premiums, are not current
transfers and are therefore not recorded in the secondary dis-
tribution of income accounts. They are used directly to acquire
financial claims over the life insurance reserves and are in-
cluded as one of the elements contributing to the change in the
net equity of households on life insurance reserves and pen-
sion funds recorded in the financial accounts of the units con-
cerned.
7.125" Receipts of income by insurance enterprises from the invest-
ment of the technical reserves are recorded in the primary dis-
tribution of income :account of insurance enterprises in the
normal way. Net operating surpluses earned from the activity
of renting buildings are recorded in the generation of income
account while property incomes receivable from investment
in financial assets or land are shown in the allocation of pri-
mary income account. An amount equal to the total value of
,this investment income is then shown under uses in the allo-
cation of primary income account as being payable to policy-
holders as property' income attributed to insurance
policyholders. Thus, the balance of primary incomes and the
disposable incomes of insurance enterprises are not influ-
enced by the amounts of income received from the investment
of technical reserves.
'l 
.126. Tlre total value of the investment income of an insurance en-
terprise is allocated among policyholders in proporlion to the
actual premiums paid.'The amounts receivable by individual
policyholders as property income attributed to insurance pol-
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icyholdets are shown under resources in the allocation of pri-
mary income accounts of the institutional units and sectors
concerned.
7.127. Pension funds consist of the neserves held by autonomous
funds established by employers and/or employees to provide
pensions foremployees afterrctirement. The neserves, and the
income received by investing the reserves in financial assets,
lpd or buildings, are treated in the same way as technical re-
serves and investment income associated with life insurance
taken out under a social insurance scheme. The pension funds
are assets of the households entitled to receive pensions in the
present or futurc periods and constitute liabilities of the insti-
tutional units administering the funds. The investment income
receivable by the pension funds is thercfore recorded as being
payable by the pension funds to the entitled households in the
primary income accounts of the pension funds and the house-
holds under the heading property income attributed to insur-
ance policyholders. Households are then treated as paying an
equal amount back again to the funds as premium or contribu-
tion supplements in the secondary distribution of income ac-
counts.
7. Rentr (0.451
Bents on land
7.128. The rent received by . landowner from a tenant constitutes a
form of property income. Rent is recorded on an accrual basis,
i.e., rent is treated as accruing continuously to the landowner
throughout the period of the contract agreed between the land-
owner and the tenant. The rent recorded for a particular ac-
counting period is, therefore, equal to the value of the
accumulated rent payable over that period of time, as distinct
from the amount of rent due to be paid during that period or
the rent actually paid.
7.129. Rent may be paid in cash or in kind. Under share-cropping or
similar schemes, the value of the rent payable is not fixed in
advance in monetary terms and is measured by the value at
basic prices of the crops that the tenants are obliged to provide
to the landowner under the contract between them. Rents on
land also include the rents payable to the owners of inland wa-
ters and rivers for the right to exploit such waters for recrea-
tional or other purposes, including fishing.
7.13O. A landowner may be liable to pay land taxes or incur certain
maintenance expenses solely as a consequence of owning the
land. By convention, such taxes or expenses are treated as pay-
able by the tenant who is deemed to deduct them from the rent
that he would otherwise be obliged to pay to the landowner.
Rent reduced in this way by taxes or other expenses for which
182
the landowner is liable is descnibed as *net t€nt". By adopting
the convention that the tenant pays only the net rcnt, the taxes
or experxrcs arc recorded in the production orgeneration of in-
come accounts of the tenant. This treatment does not change
the income of the tenant. The convention avoids the necessity
to create a notional enterprise for the landowner if the land-
owner is not already engaged in some otherkind of productive
activity.
7 .131. As already noted, the rentals payable on buildings or other
structures arc treated as purchases of services. In practice,
however, a single payment may cover both rent and rcntals
when an institutional unit rents land and any buildings situated
on it in a single contract, or lease, in which the two kinds of
payments are not differentiated from each other. For example,
a farmer may rent a farmhouse, farm buildings and farmland
in a contract in which only a single payment is required to
cover all three. If there is no objective basis on which to split
the payment between rent on land and rental on the buildings,
it is recommended to treat the whole amount as rent when the
value of the land is believed to exceed the value of the build-
ings on it, and as a rental otherwise.
Rents on subsoil assets
7 .132. The ownership of subsoil assets in the form of deposits of min-
erals or fossil fuels-coal, oil or natural gas-depends upon
the way in which property rights are defined by law and also
on international agreements in the case of deposits below in-
ternational waters. In some cases the assets may be own"d by
the owner of the ground below which the deposits are located
but in other cases they may be owned by a local or central gov-
ernment unit.
7 .133. The owners of the assets, whether private or government units,
may grant leases to other institutional units permitting them to
extract such deposits over a specified period of time in return
for the payment of rents. These payments are often described
as royalties, but they are essentially rents that accrue to owners
of the assets in return for putting them at the disposal of other
institutional units for specified periods of time and arc treated
as such in the System. The rents may take the form of periodic
payments of fixed amounts, irrespective of the rate of extrac-
tion or, more likely, they may be a function of the quantity or
volume of the asset extracted. Enterprises engaged in explora-
tion may make payments to the owners of surface land in ex-
change for the right to make test drillings or investigate by
other means the existence and location of subsoil assets. Such
payments are also to be treated as rents even though no extrac-
tion may take place.
Vlll. The secondary distribution of income account
A. lntroduction
8.1. The s@ondary distribution of income account (see table 8.1),
shows how the balance of primary incomes of an institutional
urit or sector is transformed into its disposable income by the
receipt and payment of current transfers excluding social
transfers in kind. This rcdistribution represents the second
stage'in the process of income distribution as shown in the ac-
counts of the System.
8.2. The redistribution of income in kind account (see table'8.2),
takes the process of income redistribution one stage further. It
shows how the disposable income of households, non-profit
irrstitutions serving households (NPISHS) and government
units are transformed into their adjusted disposable income by
the receipt and payment of social transfers in kind. Non-finan-
cial and financial corporations are not involved in this process.
l. The secondary distribution of income account
8.3. Apart from disposable income and balance of primary in-
comes, the balancing item carried forward frorn the primary
distribution of income accounts, all the entries in the second-
ary distribution of income account consist of current transfers.
A transfer is a transaction in which one institutional unit pro-
vides a good, service or asset to another unit without receiving
from the latter any gmd, service or asset in return as counter-
part. A capital transfer is one in which the ownership of an
asset is transferred or which obliges one or both parties to ac-
quire, or dispose of an asset. Other transfers are described as
current. The concept of a transfer is explained in more detail
in section B below. Three main kinds of current transfers are
distinguished in the account:
Current taxes on incoffie, wealth, etc.
Social contributions and benefits
Other current transfers.
8.4. The transfers payable by an institutional unit or sector are re-
corded on the left-hand side of the account under uses. For ex-
ample; in table 8.1, taxes on income payable by the household
sector are recorded at the intersection of the row for this item
and the uses column for the household sector. The transfers re-
ceivable by an institutional unit or sector are recorded on the
right-hand side of the account under resources. For example,
the social security benefits in cash receivable by the household
sector are recorded at the intersection of the now for this item
and the resources column for the household sector. In accor-
dance with the general accounting rules of the System, the en-
tries in the account, apart from the balancing it,ems, tefer to
amounts payable and receivable. These may not necessarily
coincide with the amounts actually paid or r€ceived in the
same accounting period. Current transfers may take place be-
tween resident and non-resident units as well as between rcs-
ident institutional units.
8.5. Much of this chapter is concerned with thi detailed definition,
description and classification of the various types of eurrcrrt
transfers recorded in the secondary distribution of income and
redistribution of income in kind accounts. Theirgenemlnaturc
and the purposes they serve are summarized in the following
paragraphs.
Current taxes on income, wealth, etc. (D.51
8.6. Most of these taxes consist of taxes on the incomes of house-
holds or profits of corporations and of taxes on wealth that are
payable regularly every tax period (as distinct from capital
taxes levied infrequently). In table 8.1, current üaxes receiv-
able appear under res{ources for the genenal government sector
while taxes payable appear under uses for the household and
non-financial and financial corporation sectors, and possibly
for the non-profit institutions serving households (NPISIIs)
sector.
Social contributions and benefits (0.61
8.7. Social berrefits are current transfers received by households
intended to provide for the needs that arise from certain events
or circumstances, for example, sickness, unemployment, re-
tirement, housing, education or family circumstances. Therc
are two kinds of social benefits: social insurance benefits and
social assistance benefits. To qualify as social insurance ben-
efits the transfers must be provided under organized social in-
surance schemes, Social insurance benefits may be provided
under general social security schemes, under private funded
social insurance schemes or by unfunded schemes managed
by employers for the benefit of their existing or former em-
ployees without involving third parties in the form of irrsrn-
ance enterprises or pension funds. Payments by insurance
183
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enterprises under policies aranged individually and on the
individual's own initiative and not under an organized social
insurance scheme are excluded even when the same risks and
conditions are concerned. Social assistance benefits are in-
tended to meet the same kinds of needs as social insurance
benefits but are provided outside of an organized social insur-
ance scheme and are not conditional on prcvions payments of
contributions. Social insurance benefits in kind provided
under private funded social insurance schemes or unfunded
schemes are treated as if they were paid in cash and included
in the secondary distribution of income account. However, so-
'cial insurance benefits in kind provided under general social
security schemes and all social assistance benefits in kind con-
stitute social transfers in kind and are thercforc included in the
redistribution of income in kind account. Thus, in table 8.1 so-
cial benefits, exoept social transfers in kind, are recorded
under resources for the household sector and mä/, in principle,
be recorded under uses for any sector as any institutional unit
in its capacity as an employer may operate an unfunded
scheme in which it receives imputed contributions and pays
benefits.
8.8. Social contributions are actual or imputed payments to social
instrrance schemes to make provision for social insurance ben-
efits to be paid. They may be made by employer:s on behalf of
their employ@s or by employees, self-employed or non-em-
ployed persons on their own behalf. Social contributions ffi"y,
in principle, be recorded under resources for any sector. Most
contributions, however, are likely to be rccorded under re-
sources forthe general government sector, including social se-
curity funds, and for insurance corporations and pension funds
in the financial corporate sector. Social contributions are re-
corded under uses only for households, either resident or non-
resident.
0ther current transfers (D.71
8.9. Several kinds of transfers serving quite different purposes are
included under this heading. For example, one important
group consists of net premiums and claims for non-life insur-
ance. The net non-life insurance premiums receivable by in-
surance corporations (the actual premiums plus premium
supplements reduced by the associated service charges) are re-
corded under resources for the insurance corporations sub-
sector, while thenet premiums payablemay berecorded under
uses for any sector. Conversely, the claims payable by insur-
ance corporations are recorded as uses for the financial corpo-
rate s@tor, while the claims receivable may be recorded under
resources for any sector.
8. 10. Another group consists of current transfers between different
kinds of government units, usually at different levels of gov-
ernment, and also between general government and forcign
govenrments, This heading also includes other current trans-
fers such as between different households.
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2. Disporabls incomo (8.61
8.1l. Disposable income is the balancing item in the secondary dis-
tribution of income account. It is derived from the balance of
primary incomes of an institutional unit or sector by:
(a) Adding all current transfers, except social transfers in
kind, receivable by that unit or sector; and
(b) Subtracting all current transfers, except social transfers
in kind, payable by that unit or s@tor.
8.12. Disposable incolrc, like the balance of primary incomesr, may
be recorded gross or net of consumptiön of fixed capital. It
may be necessary to record it gross because of the difficulty of
measuing consumption of fixed capital even though son-
sumption of fixed capital is a cost of production and not a som-
ponent of income. The following discnssion rcfers to the nel
concept of disposable income.
E.13. Disposable income is not all available in cash. The inclusion
in the accounts of non-monetary transactions associated with
production for own consumption or barter, or with rcmunera-
tion in kind, means that households have no choice but to con-
sume certain kinds of goods and services for which the values
of the coresponding expenditures out of disposable income
arc imputed. Although social transfers in kind from govern-
ment units or NPIs to households are recorded separately in
the redistribution of income in kind account, other transfers in
kind are recorded in the secondary distribution of income ac-
count together with transfers in cash. Th"y may include inter-
national transfers of food, clothing, medicines, etc., to relieve
the effects of famine or other hardships caused by natural di-
sasters or wars. The recipients of transfers in kind, other than
social transfers in kind, are, by convention, recorded as mak-
ing imputed consumption expenditures on the goods or ser-
vices in question as if the transfers were received in cash.
8.14. Households also receive several kinds of property income that
is not made available in cash. These include the income accru-
ing from the investment of insurance and pension neserves that
is attributed to the households that have taken out insurance
policies orhave pension entitlements. This income isrecorded
as being received by the appropriate households in the alloca-
tion of primary income account but is automatically repayable
as premium supplements to the insurance enterprises or pen-
sion funds and cannot be used for purposes of consumption
expenditures. Another example is provided by the interest ac-
cruing on a zero-coupon bond which is automatically rcin-
vested in the bond.
Links with economic theoretic oncepts of income
8.15. Disposable income as measured in the System can be com-
pared with the concept of income as it is generally undenstood
in economics. From a theorctical point of view, income is
often defined as the maximum amount that a household, or
other unit, can consume without reducing its real net worth.
Secondary income distribution account
However, the real net worth of a unit may be changed as a re-
sult of the receipt or payment of capital transfers and as a result
of real holding gains or losses that accrue on its assets or lia-
bilities. It may also be changed by events such as natural di-
sasters that change the volume of assets. Capital tnansfers, real
holding gains or losses and other changes in the volume of as-
sets due to the effect of evenüs such as natural disasters are spe-
cifically excluded from disposable income as measured here.
Capital transfers are recorded in the capital account of the Sys-
tem, while other changes in the volume of assets and real hold-
ing gains or losses at€ l€corded in the other changes in assetrs
acoount. According to the concept of disposable income used
in the System, the net worth that needs to be maintained intact
is that at the beginning of the accounting period adjusted for
the value of any capital transferc received or paid, for other
changes in the volume of assets and for any real holding gains
or losses accnting during the accounting period. Disposable
income is better interpreted in a narrower sense as the maxi-
mum amount that a household or other unit can afford to spend
on consumption goods or services during the accounting pe-
riod without having to finance its expenditures by reducing its
cash, by disposing of other financial or non-financial assets or
by increasing its liabilities. This concept is equivalent to the
economic theoretic concept only when the net worth at the be-
ginning of the period is not changed by capital transfers, other
changes in the volume of assets or real holding gains or losses.
National disposable income
8.16. Most current transfers, whether in cash or in kind, can take
place between resident and non-resident institutional units as
well as between resident units. However, it should be noted
that all social transfers made to or received from non-residents
are treated as if they were in cash. It follows that gross or net
national disposable income may be derived from gross or net
national income by:
(a) Adding all current transfers in cash or in kind receivable
by resident institutional units from non-resident units;
and
(b) Subtracting all current transfers in cash or in kind pay-
able by resident institutional units to non-resident units.
8.17. Among the more important current transfers taking place be-
tween residents and non-residents are the following:
Current international cooperation: i.e., current transfers
between different governlnents, such as transfers under
aid programmes intended to sustain the consumption
levels of populations affected by war or natural disasters
such as droughts, floods or earthquakes
Social contributions and/or benefits
Insurance premiums and claims
Payments of current taxes on income or wealth
Remittances between resident and non-resident house-
holds.
8.18. fire net disposable income of a country is a better measutc
than its net national income (NNI) for purposes of analysing
its consurnption possibil ities.
3. Ths redirtribution of incomc in hind tccount
8.19. Apart from the balancing items, disposable income and ad-
justed disposable income, all the entries in the redistribution
of income in kind account consist of social transfers in kind.
Social tnnsfers in kind consist only of social benefie in kind
and transfens of individual non-market goods and scrvices
provided to resident households by governrnent unitrs, includ-
ing social security furrds, srd NPISHs.
8.20. The most common types of individual non-market goods and
services are education and health senrices provided ftee, or at
prices that are not economicalty significrnt, to individual
households by non-market producers owned by government
units or NPISHs. They are described in chapter IX. As social
transfers in kind only take place between government units,
NPISHs and households, the redistribution of income in kind
account is not needed for the non-financial and financial cor-
porate sectors.
8.2L The social transfers in kind payable by government units or
NPISHS are recorded on the left-hand side of their redistribu-
tion of income in kind accounts under users. For example, in
table 8.2,the value of individual non-market goods orservices
provided free, or at prices that are not eoonomically signifi-
cant, by government units, is recorded at the intersection ofthe
row for this item and the uses column for the general govern-
ment sector. (These goods and services are valued by their
costs of production.) The social transfers receivable by the
household sector are recorded on the right-hand side of their
account under resources. For example, the value of social se-
curity benefits in kind rcceivable by the household sector is re-
corded at the intersection of the row for this item and the
resources column for the household sector. As only the house-
hold sector receives social transfers in kind, the resources col-
umns for the other four sectors are empty.
8.22. There are only four main categories of social transfers in kind,
i.e, social benefits in kind, divided into:
Social security benefi ts, reimbursements
Other social security benefits in kind
Social assistance benefits in kind
Trarrsfers of individual non-market goods and services.
Each of these categories is described in mor€ detail below.
8.23. Most of the non-market services produced by NPISIIs are in-
dividual in nature, although some have some of the character-
istics of collective services. For simplicity, all the non-market
services of NPISHs are treated as individual and are, thercfore,
recorded under social transfers in kind.
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4. Adjusted disporabls income (B.Il
8.24. Adjusted disposable income is the balancing item in the redis-
tribution of income in kind account. It is derived from the dis-
posable income of an institutional unit or sector by:
(a) Adding the value of the social transfers in kind receiv-
able by that unit or sector; and
(b) Subtracting the value of the social transfers in kind pay-
able by that unit or s@tor.
8.25. Adjusted disposable income, like disposable incoho, may be
recorded gross ornet of consumption of fixed capital. Because
social transfers in kind are payable only by government unitrs
and NPISHS to households, it follows that the adjusted dispos-
able incomes of the general govenrment and NPISHS sectons
are lower than their disposable incoms, while the adjusted
disposable income of the household sector exceeds its dispos-
able income by the total value of social transfers in kind. The
adjusted disposable income for the total economy is the same
as its disposable income. In practice, the concept of adjusted
disposable income is mainly relevant to government units and
B. Transfers
l. lntroduction
8.27 . Atransfer is defined as a transaction in which one institutional
unit provides a good, service or asset to another unit without
receiving from the latter any good, service or asset in return as
counterpart. A cash transfer consists of the payment of cur-
rency or transferable deposit by one unit to another without
any counterpart. A transfer in kind consists either of the trans-
fer of ownership of a good or asset, other than cash, or the pro-
vision of a service, again without any counterpart.
8.28. Aunit making a transfer receives no specific quantifiable ben-
efit in return that can be recorded as part of the same transac-
tion. Nevertheless, the payment of a social insurance
contribution or non-life insurance premium may entitle the
unit making the payment to some contingent future benefits.
For example, a household may be entitled to receive some so-
cial benefits should certain events occur or certain conditions
prevail. Alternatively, a household paying taxes may be able
to consume certain collective services provided by govern-
ment units. Such benefits, however, are generally uncertain or
not quantifiable, or both. Moreover, the amount of benefit that
may eventually be received by an individual unit may bear no
rclation to the amount of the transfers previously paid. The en-
titiement to contingent benefits or collective services cannot
be treated as if it were itself some kind of asset that could be
valued and recorded in the accounts. Hence, items such as
non-life insurance premiums, social insurance contributions
and taxes arc treated in the accounts as transfers.
8.29. However, Payments of premiums on individual life insurance
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8.26. The adjusted disposable income of a household can be inter-
preted as measuring the maximum value of the final corcump
tion goods or services that it can afford to consume-the use
for the satisfaction of the needs or wantrs of its members-in
the current period without having to reduce its cash, dispose
of other assets or increase its liabilities for the purpose. Its con-
ffi Heossib'i:äoäeti:ffi **fi IJIäm;
services (its disposable income), but also by the value of the
consumption goods and scrvices it receives from government
units or NPISIIs as social transfers in kind. Conve,rseln the ad-
justed disposable income of general government can be intetr-
Preted as measuring the maximum value of the collective
services that it can afford to provide to the community without
having to reduce its cash, dispose of other assets or increase its
liabilities for the purpose.
policies taken out by members of households on theirown ini-
tiative outside any social insurance scheme arc not transfers.
Similarly, the benefits received when the policies matue are
not transfers. Holders of such life insurance policies them-
selves own the life insurance reserves administered by insur-
ance enterprises into which the premiums are paid and out of
which benefits are paid. Payments of premiums and premium
supplements (less associated service charges) and the sums re-
ceived on maturity are, therefore, not transfers between differ-
ent institutional units. They constitute the acquisition and
disposal of financial assets and are recorded as such in the fi-
nancial accounts of the System as components of the change
in the net equity of households in life insuranse resewes and
pension funds.
8.30. Households participating in funded pension schemes also
own the pension resewes so that, in principle, pension contri-
butions and benefits should also be treated in the same way as
life insurance premiums and benefits. However, because the
payment of pension contributions and the receipt of pensions
are widely perceived by the households concerned and others
as being transfers, and to avoid treating them differcntly from
state pensions received under social security schemes, they
are recorded in the secondary distribution of income accountrs
as if they were current transfers. In consequence, it is neces-
sary to introduce an adjustment item in the use of income ac-
count (see Introduction to chapter IX) in order to ensure
overall consistency between the income accounts and the fi-
nancial accounts of the System.
Secondary income distribution account
2. Tho distinction betwoon currcnt end capital transfsn
8.31. Transfers may be either current or capital. In order to distin-
guish one from the other, it is preferable to focus on the special
characteristics of capital transfers. First, a transfer in kind is
capital when it consists of the transfer of ownership of an asset,
other than inventories. Secondly, a transfer of cash is capital
when it is linked to, or conditional on, the acquisition or dis-
posal of an asset (other than inventories) by one or both parties
to the transaction, for example, an investment grant. Institu-
tional units must be capable of distinguishing capital from cur-
rcnt transfens and must be presumed to treat capital transferred
during the course of the accounting period in the sarne way as
capital held throughout the perid. For examplo, I prudent
household will not treat a capital trarufer that happens to be
received duing a particular period as being wholly available
for final consumption within the same accounting period.
Conversely, . household making a capital transfer (e.g., the
payment of an inheritance tax) will not plan to reduce its final
consumption by the whole amount of the transfer. Unless in-
stitutional units are capable of distinguishing capital from cur-
rent transfers and react differently to them, it becomes
impossible to measure income, both in theory and in practice.
8.32. Current transfers consist of all transfers that are not transfers
of capital. They directly affect the level of disposable income
and should influence the consumption of goods or services. In
practice, capital transfers tend to be large, infrequent and ir-
regular, whereas current transfers tend to be comparatively
small and are often made frequently and regularly. However,
while size, frequency and regularity help to distinguish cur-
rent from capital transfers they do not provide satisfactory cri-
teria for defining the two types of transfer. For example, Social
Security benefits in the fonn of matemity or death benefits,are
essentially current grants designed to cover the increased con-
sumption expenditures occasioned by births or deaths, even
though the events themselves are obviously very infrequent.
8.33. It is possible that some cash transfers may be regarded as cap-
ital by one party to the transaction and as cuffent by the other.
For example, the payment of an inheritance tax may be re-
garded as a capital transfer by the household but as a current
transfer by government. Similarly, u large country that regu-
larly makes investment grants to a number of smaller countries
may regard the outlays as current, even though they may be
specifically intended to finance the acquisition of assets. In an
integrated system of accounts such as the SNA, however, it is
nst feasible to have the same transaction classified differently
in different parts of the System. Accordingly, a transfer should
be classified as capital for both parties if it clearly involves a
transfer of an asset for one of the parties.
3. The recording of transfers
8.34. Although no Bmd, service or asset is received in return as
counterpart, the recording of a transfer nevertheless must give
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risc to four entries in the accorurts. The ways in which harrsfers
in cash, ordinary transfers in kind and social transfers in kind
are neeorded are shown below in the following pragraphs.
Transfers in cash
8.35. Below is an example of a curtent transfer in cash, such as the
payment of a social security benefit in cash. The following en-
tries are needed:
HousehoA Social securtty fut d
Transfer received Transfer madc
(secondary distribution (secondary distribution
of income account) of income account)
lncrease in currency,
transferable deposits or
other credit
(financial account)
Decrease in currencn
transferable deposits or
other credit
(financial account)
The transfer increases the disposable income of the household
and reduces that of the social security fund. The eventual use
of the cash by the household is recorded subsequently as a sep
arate transaction. If the tnansfer were a capital transfer, it
would be recorded in the capital account instead of the second-
ary distribution of income account.
Transfers in kind, except social transfers in kind
8.36. Below is an example of an enterprise producing medicines
that donates some of its output free of charge to a charity
(NPISH). The following entries are needed:
NPISH Enterprße
Transfer received Transfer made
(secondary distribution (secondary distribution
of income account) of income account)
Imputed expenditure on
medicine
(use of disposable
income account)
Output (imputed sales)
of medicine
(production account)
Although the transfer is in kind rather than cash, the recording
of the transfer has the same impact on the disposable incomes
of the NPISH and the enterprise as a transfer in cash. The ac-
quisition of the medicine by the NPISH has to be recorded in
the use of disposable income account as an imputed expendi-
ture out of disposable incoffi€, in the same way as the acquisi-
tion of a good or service received as remuneration in kind.
8.37. A more complex variant involving two interrelated transac-
tions occurs if enterprise A purchases the medicine from en-
terprise B and then gives it to an NPISH. Although Aactually
purchases the goods from B, they do not form part of A s inter-
System of National Accounts 1gg3
mediate consumption or capital formation. Nor can they be re-
corded as final consumption by A, since it is an enterprise. In
this case, the following entries are needed:
NPISH Enterprise A Enterprise B
Transfer Transfer made
received (under (under uscs in
resources in secondary
secondary distribution of
distribution of income account)
income account)
Imputed
expenditure on
medicine (use
of disposable
income account)
Output (sale)
(production
account)
Decrease in Increasc in
curency, curTency,
transferable transferable
deposits or deposits or
other credit other credit
(financial (financial
account) account)
As in the previous casle, the disposable income of the NPISH
receiving the transfer in kind is increased by the transfer, an
imputed expenditurc of equal value being recorded in the use
of disposable income account.
Social transfers in kind
8.38. In the System, final consumptiorr expenditure is incurred only
by general govemment, NPISHS and households. All of
households' consumption expenditure is incurred on their
own behalf. Consumption expenditure by general govern-
ment, on the other hand, is either for the benefit of the commu-
nity at large (collective consumption) or for the benefit of
individual households. By convention, all consumption ex-
penditure by NPISI{S is treated as being for the benefit of in-
dividual households. This distinction between collective and
individual consumption expenditure is of considerable im-
portance in the System and is discussed in detail in chapter IX.
consumption expenditures by general government and
NPISIIs on behalf of households (their individual consump-
tion expenditures) are undefiaken for the purpose of making
social transfers in kind. They cover the non-market output of
both general government and NPISHS delivered to house-
holds fre", or at prices that are not @onomically significant, as
well as goods and services bought from market producens and
provided to households frec or at prices that are not economi-
cally significant. Social transfens in kind are r@orded differ-
ently from other transfers in kind.
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8.39. Below is an example of an education scrvice providcd to a
household by a non-market producer owned by 
" 
government
unit. The provision of the service is actually recorded twice in
the accounts of the System. First, it is rccorded in the tradi-
tional way in national accounting as production for ovrn final
coruilrmption expenditure by government. As this is recorded
as an internal transaction within government, it leads to only
two, not four entries, in the accountrs, both being recorded
under general govemment:
This method of recording ignores, ild obscures, the fact that
in the real economy the education service is actually provided
to a household as a transfer in kind paid for by government. A
second method of recording is, therefore, also now adopted in
the System that recognizes this fact. The following fourentries
arc needed in this second method:
Household Government
Social transfer received Social transfer made
(under resources in (under uses in
redistribution of income redistribution of income
in kind account) in kind account)
Imputed consumation
expenditrne on education
services (use of
disposable income
account)
Actual consumption of
education selrices
(use of adjusted
disposable income
account)
Non-nurket output of
education services
(production aceount)
Non-market output of
educational services
(production account)
In this case the consumption of the education sewice must be
recorded as actual consumption (i.e., the acquisition of theser-
vice) and not as imputed consumption expenditure because
the expenditure has already been attributed to the government
in the use of disposable income account. fire distinction be-
tween actual consumption and consumption expenditurc for
households, general government and NPISI{S is furtlrer elab-
orated in chapter IX. However, this distinction is not recog-
nized in the System for other curent hansfers in kind for
which the acquisition of the good or serice is always recorded
as involving both the receipt of a transfer and an imputed ex-
penditure by the recipient. In conscquen@, currcnt hansfens
in kind, except social transfers, receiv"d by households or
other institutional units such as NPISHs are rccorded in the
secondary distribution of incorne account and therefore affect
disposable income.
8.40. Finally, the more complex case involving two intffielated
Secondary income distribution account
hansactions in which a governmentunit, oTNPISH, purclrases
a good or service, such as a medicine, fl,om a market producer
and then prcvides it free to a household, ffiay be ilhrshatcd.
The following six entries arrr needed:
NPISH or
Household government Marlcct producer
191
This example also coveß the case in which the household pur-
chases the medicine direcaly from a pharmacist and is then re-
irnbursed by a social sectrity fimd or other government unit or
NPISH. In this ease, the household is not recorded as actually
incuning any expenditurc, the expenditure being attributed to
social sccurity fuid or other unit that ultimately bean the cost.
4. Thc trcrtment of tnnrfen in kind: 3ummrry
8.41. T\vo separate accounts exist in the System to allow for the spe-
cial recoding of social hansfers in Hnd. The transfers as such
are rocorded in the rcdishibution of income in kind account
undernrsoutces forhouseholds and under uses for the govern-
ment unit or NPISH making the hansfer. The consumption of
the goods and services hansferred is recorded in the use of ad-
justed disposable income ac@unt.
8.42. All othertransfers in kind are recorded in the secondary distri-
bution of income account along with those taking place in
cash. The goods and services transferred are recorded as con-
sumption expenditurcs by the recipients in the use of dispos-
able income account.
8.M. fire general nature of taxes and the accounting rules govern-
ing theirrecording in the System were described in paragraphs
7 .56to7 .62of chapter VII. For convenience, these paragraphs
are repeated below.
Taxes versus fees
8.45. One of the regulatory functions of governments is to forbid the
ownership or use of certain goods or the pursuit of certain ac-
tivities, unless specific permission is granted by issuing a li-
cence or other certificate for which a fee is demanded. If the
issue'of such licences involves little or no work on the part of
govemment, the licences being granted automatically on pay-
ment of the amounts due, it is likely that they are simply a de-
vice to raise taxes, even though the government may provide
some kind of certificate, or authorization, in return. However,
if the govenrment uses the issue of licences to pxercise some
proper regulatory function-for example, checking the com-
petence, or qualifications, of the person concerned, checking
the efficient and safe functioning oftheequipment in question,
or carrying out some other form of control which it would oth-
erwise not be obliged to do-the payments made should be
trcated as purchases of services from govenrment rather than
Social Eansfer
received (under
resotrrces in
redishibution of
income in kind
accounQ
Actual
consumption of
medicine (use
of adusted
disposable
income account)
Social transfer
made (rmder
uses in
redisEibution of
income in kind
account)
Output (sale)
(production
account)
Decrease in
crürencyr,
transferable
deposits or
other qedit
(financial
account)
Increase in
currency,
transferable
depositrs or
other credit
(financial
account)
C. Gurrent taxes on income, wealth, etc. (D.51
|. lntroduction
8.43. Thxes are compulsory unrequited payments, in cash or in
kind, made by institutional units to government units. They
arc transfers because the government provides nothing in re-
turn to the individual rurit paying the tax, although govern-
ments do provide goods or services to the community as a
whole or to other individual units, or groups of units, depend-
ing on their general economic and social policy. Current taxes
on income, wealth, etc., consist mainly of taxes levied on the
incomes of households and corporations. Th"y constitute
charges against income and are recorded under uses for the
households and corporate sectors in the secondary distribution
of income account. The taxes may also be payable by non-res-
idents or possibly by government units or non-profit institu-
tions. Current taxes on incoflo, wealth, etc. would have been
described as "direct taxes" in the p6t, but the terms "direct"
and *indirect" are no longer used in the System, asi explained
in chapter VII. The taxes cannot be described simply as "cur-
rent taxes on income and wealth" because they include some
periodic taxes on households which are assessed neither on the
income nor the wealth of the household or its members, for ex-
ample, poll taxes.
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payments of taxes, unless the payments are clearly out of all
proportion to the costs of providing the services. The border-
line between taxes and payments of fee.s for services rcndered
is not always clear-cut in practice (see paragraph g.54 (c)
below for a further explanation of this matter in the case of
households).
Links with the IMF and 0ECD tax classifications
8.46. The eoverage of taxes in the SNA coincides with that of "tax
revenue" as defined in the Manual on Government Firnnce
statistics, 1986 (GFs), of the International Monetary Fund
(IMD, and also with "taxes" as defined in the Organisation for
Economic Co-operation and Development's (oEcD) annual
publication Revenue Statistics of OECD Menrber Countries,
except that the SNA includes imputed taxes or subsidies re-
sulting from the operation of official multiple exchange rates
and does not classify Social Security contributions under the
heading of taxes. Chapter IV of the GFS contains a detailed
listing and classification of taxes according to the nature of the
tax. This clasisification is also reprinted as annex IV in the
Hartdbook of National Accortnting: Public Sector Accounts
(United Nations, 1988). Part II of Revenue Sraristjcs contains
an almost identical classification.
8.47 . The categories of tax distinguished in the System depend on
the interaction of the following three factors, of which the na-
ture of tax is only one:
(a) 
ffiffi:ffi: 
,n" täx, as specified in the GFS/OECD
(b) The type of institutional unit paying the rax;
(c) The circumstances in which the tax is payable.
8.48. Thus, payments of exactly the same tax may be recorded under
two different headings in the sNA. For example, päyment of
an excise duty may appear under "taxes on imports, except
value added taxes ryAD and duties" or under "taxes on prod-
ucts, except vAT, import and expoil taxes" depending upon
whetherthe excise duty is paid on an imported ordomestically
produced good. Similarly, payments of an annual tax on auto-
mobiles may be recorded under "taxes on production" or
under "current taxes on incofle, wealth, etc." depending upon
whether the tax is paid by an enterprise or by 
" 
household. For
this reason, it is not possible to arrive at the SNA categories
simply by regrouping the IMF/OECD classifications. How-
ever, in order to take advantage of the existence of these de-
tailed classifications, eaeh category of tax listed below
contains a cross-reference to the coffesponding IMF and
OECD classifications.
The accrual basis of recording
E.49. In contrast to the GFS and sinrilar systems that requirc taxes
to be rccorded when they are actually paid, all taxes should be
recorded on an accrual basis in the SNA, i.e., when the activi-
ties, transactions or other events occur which create the liabil-
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ities to pay taxes. However, some @onomic activities, trans-
actions or events, which under tax legislation ought to impose
on the units concerned the obligation to pay taxes, perma-
nently escape the attention of the tax authorities. It would be
unrealistic to assume that such activities, transactions or
events give rise to financial assets or liabilitia in the form of
payables and receivables. For this reason the amounts of taxes
to be recorded in the System are determined by the amountrs
due for payment only when evidencrd by tax assesments,
declarations or other instruments, sueh as sales invoices or
customs declarations, which create liabilities in the form of
clear obligations to pay on the part of taxpayeß. Nevertheless,
in accordance with the accrual principle, the times at which the
taxes should be recorded are the times at which the tax liabil-
ities arise. For example, a tax on the sale, transfer or use of out-
put should be recorded when that sale, transfer or use took
place, which is not necessarily the same time as that at which
the tax authorities were notified, at which a tax demand was
issued, at which the tax was due to be paid or the payment was
actually made. Some flexibility is perrnitted, however, as re-
gards the time of recording of income taxes deducted at source
(see paragraph 8.52 below).
8.50. In some countries, and for some taxes, the amounts of taxes
eventually paid may diverge substantially and systematically
from the amounts due to be paid to the extent that not all of the
latter can be effectively construed as constituting financial li-
abilities as these are understood within the System. In such
cases, it may be preferable for analytic and policy purposes to
ignore unpaid tax liabilities and confine the measurement of
taxes within the System to those actually paid. Nevertheless,
the taxes actually paid should still be recorded on an accrual
basis at the times at which the events took place that gave rise
to the liabilities.
fnterest, fines or other penalties
8.5 I . In principle, interest charged on overdue taxes or fines, or pen-
alties imposed for the attempted evasion of taxes, should be
recorded separately and not as taxes. However, il may not be
possible to separate payments of interest, fines or other penal-
ties from the taxes to which they rclate, so that they are usually
grouped with taxes in practice.
2. Taxes od income (D.5ll
8.52" These consist of taxes on incomes, profits and capitat gains.
They are asssssed on the actual or presumed incsmes of indi-
viduals, households, NPIs or corporations. Th"y include taxes
assessed on holdings of property, land or real estatre when
these holdings are used as a basis for estimating the income of
their owners. In some cases the liability to pay income taxes
can only be determined in a later accounting perid than that
in which the income accrues. Some flexibility is therefore
needed in the time at which such taxes arc recorded. Income
taxes deducted at source, such as pay-as-you-earn taxes, and
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regular prepa)rynents of income taxes, may be recorded in the
periods in which they are paid and any final tax liability on in-
come can be recorded in the perid in which the liability is de-
termined. Taxes on income include the following types of
taxes:
(a) Taxes on indiviütal or househoW incontc These consist
of personal income taxes, including those deducted by
employers (pay-as-you-earn taxes), and surtaxes. Such
taxes are usually levied on the total declared or pre-
sumed income from all sources of the person concerned:
compensation of employees, property income, petr-
sions, etc.-after deducting certain agreed allowancres.
Tlxes on the income of owners of unincorporated enter-
prises are included herc (GFS, l.l; OECD, l l lOX
(b) Tlzxes on the income of corporations: These consist of
corporate income taxes, corporate profits taxes, corpo-
rate surtaxes, etc. Such taxes are usually assassed on the
total incomes of corporations from all sources and not
simply profits generated by production (GFS, 1.2;
oEcD, l2lox
(c) Tiues on capital gains: These consist of taxes on the
capital gains (described as holding gains in the Systern's
terminology) of persons or corporations which become
due for payment during the current accounting period,
irraspective of the periods over which the gains have ac-
crued. Th"y are usually payable on nominal, rather than
real, capital gains and on realized, rather than unreal-
izeÄ,capital gains (GFS, 1.1, 1.2; OECD, I l2O,l22O'l;
(d) Tines onwinningsfronr loneries or gatrblirtg:These are
taxes payable on the amounts received by winners as
distinct from taxes on the turnover of producers that or-
ganize gambling or lotteries which are treated as taxes
on products (GFS, 1.3; OECD, I 130).
3. 0ther current taxes (0.591
Current taxes on capital
8.53. Current taxes on capital consist of taxes that are payable peri-
odically, usually annually, on the property or net wealth of in-
stitutional units, excluding taxes on land or other assets owned
or rented by enterprisas and used by them for production, such
taxes being treated as other taxes on production. Th"y also ex-
clude taxes on property or wealth levied infrequently and at
irregular intervals, or in exceptional circumstances (e.9., death
duties), such taxes being treated as capital taxes. Th"y also ex-
clude income taxes assessed on the basis of the value of the
property owned by institutional units when their incomes can-
not be estimated satisfactorily, such taxes being recorded
under the previous heading, taxes on income. Current taxes on
capital include the following:
(a) Current tmes on land and buildirrys: These consist of
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taxes payable periodicalln in most sases qnnually, on
the usc or ownetship of land or buildings by owners (in-
cluding owner-occupiers of dwellings), trenants or both,
excluding taxes on land or buildings rented or owned by
entrerprises and used by them in production (GFS ,4.1;
oEcD, alo0);
(ä) Curcent taJees on netwealth: firese consist of taxes pay-
able periodically, in most cases annually, on the value of
land or fixed assets less any debt incurred on those as-
$b, excluding taxes on assets owned by enterpriscs and
used by them in production (GFS, 4.2;O8CD,4200);
(c) Current taxes on other assets: firese include taxes pay-
able periodicalln usually annually, on assets such as
jewellery or other external signs of wealth (GFS,4.6;
oEcD,4600).
Miscellaneous current axes
8.54. These consist of various different kinds of taxes payable peri-
odically, usually annualll, of which the most common are the
foltowing:
(a) Poll taxes: These are taxes levied as specific amounts of
money per adult person, or per household, indepen-
dently of actual or presumed income or wealth. The
amounts levied may väry, however, according to the cir-
cumstances of the person or household (GFS, 7.1;
oEcD,6000);
(b) F;penditure taxes: These are taxes payable on the total
expenditures of persons or households instead of on
their incomes. Expenditure taxes are alternatives to in-
come taxes and may be levied at progressively higher
rates in the same way as personal income taxes, depend-
ing upon the total level of expenditure. They areuncom-
mon in practice (GFS,7.3; OECD,6000);
(c) Paynrents by households to obtain certain licences:
Payments by persons or households for licences to own
or use vehicles, boats or aircraft and for licences to hunt,
shoot or fish are treated as current taxes. Payments for
all other kinds of licences (e.g., driving or pilot's li-
cences, television or radio licences, firearm licences,
etc.) or fees to government (e.9., payments for Pass-
ports, airport fees, court fees, etc.) are treated as Pur-
chases of services rendered by govemments. The
boundary between taxes and purchases of services is
based on the practices actually followed in the majority
of countries in their own accounts (GFS, 5.5.2 and 5.5.3;
oEcD,5200);
(ö Thxes on international transactions: The.se consist of
taxes on travel abroad, foreign remittances, foreign in-
vestrnents, etc., except those payable by producers
(GFS, 6.5 and 6.6; OECD ,5127\.
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D. Social insurancs schemes
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l. Introduction
8.55. Social insurance schemes are schemes in which social contri-
butions are paid by employees or others, or by employen on
behalf of their employees, in order to secure entitlement to so-
cial insurance benefits, in the current or subsequent periods,
for the employ@s or other contributors, their dependants or
survivors. They may be organizpdprivately orby government
unitrs. Social insurance benefits may be provided in cash or in
kind. They become payable when certain events @cur, or ser-
tain circumstances exist, that may adversely affcct the wclfare
of the households concerned either by imposing additional de-
mands on their t€sources or reducing their incomes. The con-
tingencies covered are liable to vary from scheme to scheme.
However, the identification of certain rcceivables as social in-
surance benefits depends not just on the contingencies cov-
ered but also the way in which coverage is provided.
2. Circumstances cousred by social insurance schemss
8.56. Six kinds of circumstances illustrate when social insurance
benefits may be payable as follows:
(a) The beneficiaries, or their dependants, require medical,
dental or other treatments, or hospital, convalescent or
long-term cane, as a result of sicknss, injuries, mater-
nity needs, chronic invalidity, old äge, etc. Thesocial in-
surance benefits are usually provided in kind in the form
of treatment or care provided free or at prices which are
not economically significant, or by reimbunsing expen-
ditures made by households. Social insurance benefits
in cash may also be payable to beneficiaries needing
health care;
(b) The beneficiaries have to support dependants of various
kinds-spouses, children, elderly rclatives, invalids,
etc. The social insurance benefig are usually paid in
cash in the form of regular dependants'or family allow-
ances;
(c) The beneficiaries suffer a reduction in income as a result
of not being able to work, or not being able to work full-
time. The social insurance benefits are usually paid reg-
ularly in cash for the duration of the condition. In some
instances a lump sum may be provided additionally or
instead of the regular payment. People may be pre-
vented from working for various differcnt reasons, in
particular:
(r) Voluntary or compulsory retirement;
fin Involuntary unemployment, including temporary
lay-offs and short-time worHng;
(ttl) Sickness, accidental injury, the birth of a child,
etc. that prevents a person from working, or from
working full+ime;(d) H}äffffi iliff"H:"H":ä:tr mä
anoe benefits anl usually paid in cash in the form of rcg-
ular allowances or, in some instances, a lump sum;(e) HffiH1ffff#äüTi#tl'ff
A the beneficiaries arc prcvided with allowances to cover
education expenses incurred on behalf of themselves or
their dependants; education services may occasionally
be provided in kind.
8.57. The above are typical circumstances in which social insurance
benefits are payable. However, the list is illustrative rather
than exhaustive. It is possible, for example, that under some
schemes other benefits may be payable. Conversely, by no
means all schemes provide benefits in all the circumstances
listed above. In practice, the scope of social insuranceschemes
is liable to vary significantly from country to country, or from
scheme to scheme within the same country.
3. The organization of social insurancs *homo3
8.58. The schemes themselves are intended to cover beneficiaries
and their dependants during their working lives and usually
also into retirement, whether they are employees, employers,
own-account workers, ot persons temporarily without em-
ployment. Eligibility for social insumnce benefits requires so-
cial contributions to have been paid by, or on behalf of, the
beneficiaries or their dependants in the currcnt or previous ac-
counting perids. As already noted, the social contributions
may be payable not only by the participants themselves but
also by employers on behalf of their employe,es.
8.59. Social insurance schemes must be orga nizpÄcollectively for
groups of workens or be available by law to all workers ordes-
ignated categories of workers, possibly including non-em-
ployed persons as well as employees. They may range from
private schemes arranged for selected groups of workers em-
ployed by a singte employer to social security schemes cover-
ing the entire labour force of a country. Participation in such
schemes may be voluntary for the workers soncerned, but it is
more common for it to be obligatory. For example, participa-
tion in schemes organizßdby individual employem may be re-
quired by the terms and conditions of employment
collectively agreed between employers and their employeres.
Participation in nationwide Social Security schemes organ-
ized by government units may be compulsory by law for the
entire labour force, except perhaps for persons who are al-
ready covered by private schemes.
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8.60. lvlany social insurance schemes are organizedcollectively for
groups of workers so that those participating do not have to
take out individual insurance policies in their own names. In
such ciases, therc is no difficulty about distinguishing social in-
suranoe from private insurance. However, some social insur-
ance schemes may permit, or even requirc, participants to take
out policies in their own narnes. ln order for an individual pol-
icy to be treated as part of a social insurance scheme the eyen-
tualities or circumstances against which thc participants arc
insured must be of the kind listed in paragraph 8.56 above, and
in addition, one or more of the following conditions must be
satisfied:
(a) Participation in the scheme is obligatory either by law
for a specified category of worker, whether employer or
non-employed, or under the terms and conditions of em-
ployment of an employee, or group of employees;
(b) The scheme is a collective one operated for the benefit
of a designated group of workers, whether employees or
non-employed, participation being restricted to mem-
bers of that group;
(c) An employer makes a contribution (actual or imputed)
to the scheme on behalf of an employer, whether or not
the employee also makes a contribution.
The prcmiums payable, and claims receivable, under individ-
ual policies taken out under a social insurance scheme are re-
corded as social contributions and social insurance benefits.
8.61. Thus, social insurance schemes are essentially schemes in
which workers are obliged, or encouraged, by their employers
or by general government to take out insurance against certain
eventualities or circumstances that may adversely affect their
welfare or that of their dependants. When individuals take out
insurance policies in their own names, on their own initiative
and independently of their employens or government, the pre-
miums payable and claims receivable are not treated as social
contributions and social insurance benefits, even though the
policies may be taken out against the same kinds of eventual-
ities or situations as are covered by social insurance
schemes-accident, ill health, retirement, etc. The premiums
payable and claims receivable under such individual insur-
ance policies are recorded as current transfers in the secondary
distribution of income account in the case of non-life insur-
ance, while the premiums payable and claims receivable
under individual life insurance policies are recorded as acqui-
sitions and disposals of financial assets in the financial ac-
count.
8.62. As can be seen from the consideration of individual insurance
policies, the nature of the benefit is by no means sufficient to
identify the social nature of the transactions. For example, the
rcceipt of free medical services does not always constitute a
social benefit. If the medical services received by one house-
hold are paid for by another, they are not social benefits but
transfers in kind between households. First aid rendered to
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employees at work is not a social bencfit, the mts involvd
being recorded as intermediat,e sonsumption of the employer.
In general, social benefits cannot be providcd by one house-
hold to another except in the relatively rare case in which an
unincorporated enterprise owned by 
" 
household operat,es an
unfunded scheme for the benefit of its employoss.
8.63. Ttuee main types of social insuranee schemes may bc distin-
guished:
(a) The first consistrs of social secuity schemes covering
the entire @mmunitn or largc scctions of thc qommu-
nity, that are imposcd, conhollcd and financcd by gov-
enrment units;
(b) The second type corsists of private funded schemes.
There are two categories of private frrnded schemes. The
fint consists of schemes in which the social conhibu-
tions are paid to insurance enterprises or autonomous
pension funds that are separate institutional units from
both the employers and the employees. the insurance
enterprises and autonomous pension funds are respon-
sible for managing the resulting funds and paying the so-
cial benefits. The second consists of schemes in which
employers maintain special reserves which are segre-
gated from their other reserves even though such funds
do trot constitute separate institutional units from the
employers. These are referred to as non-autonomousi
pension funds. The reserves arc treated in the System as
assets that belong to the beneficiaries and not to the em-
ployers;
(c) The third type consists of unfunded schemes in which
employers pay social benefits to their employees, for-
mer employees or their dependants out of their own rc-
sources without creating special reserves for the
Purpose.
Social insurance schemes organizrd by government units for
their own employ@S, as opposed to the working population at
large, are classified as private funded schemes or unfunded
schemes as appropriate and are not classified as social security
schemes.
Social security schemes
8.64. In many countries, social security schemes are by far the most
important category of social insurance schemes and it is worttr
summarizing their main characteristics. Social security
schemes are schemes imposed and controll"d by government
units for the purpose of providing social benefits to members
of the community as a whole, or of particular sections of the
community. The social security funds established for this pur-
pose are separate institutional units organized and managed
separately from other government funds. Their rcceipts con-
sist mainly of contributions paid by individuals and by em-
ployers on behalf of their employees, but they may also
include transfers from other government funds. The payment
System of National Accounts 1993
of social security contributions by, or on behalf of, certain
specified individuals, such as employ@s, may be compulsory
by law, but some other individuals may choose to pay volun-
tarily in order to qualify for the receipt of social security ben-
efits. The benefits paid to individuals, or households, are not
necessarily determined by the amormts prcvionsly paid in
contributions, while the levels of the benefits paid out to the
community as a whole may be varied in accordance with the
requircments of the govemment's overall @onomic policy.
Private funded social insurance schemes
8.65. In the case of private funded social insurance schemes that are
arranged by employeni, via insurance enterprises and autono-
mous pension funds, the premiums paid by employees to ob-
tain social benefits include a service charge. This service
charge is recorded as final consumption expenditue by house-
holds. In the case of non-autonomous pension funds, however,
no seryice charge is deducted from contributions paid by the
employe,es. As such funds do not constitute separate institu-
tional units from the employers, the costs of managing and ad-
ministering the funds are assimilated with the employers'
general production costs.
4. Different types of social contributions and benefits
8.66. Social contributions and social benefits have various charac-
teristics that affect their classification:
(a) Social benefits may be divided into those paid as social
insurance benefits under a social insurance scheme and
E. Social contributions (0.6 | l
|. Employers' actual social contributions (0.6 | | U
8.67 . These are social contributions paid by employers to social se-
curity funds, insurance enterprises, or autonomous pension
funds, administering social insurance schemes to secure social
benefie for their employees. As employers'actual social con-
tributions are made for the benefit of their employees their
value is recorded as one of the components of compensation
of employe€s together with wages and salaries in cash and in
kind. The social contributions are then recorded as being paid
by the employees as current transfers to the social security
funds, insurance enterprises or autonomous pension funds.
Although it is administratively more efficient foremployers to
pay the contributions on behalf of their employ@s, this must
not be allowed to obscure the underlying economic reality.
The payment made by the employer to the social security fund,
insurance enterprise or autonomous pension fund is not, in
fact, a cunent transfer by the employer. The transfer takes
place between the employee and the social security fund, in-
surance enterprise or autonomous pension fund out of rcmu-
neration provided by the employer, The situation is parallel to
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those paid as social assistance benefits outside any such
scheme;
(b) Social insurance schemes may be classified according
to the type of scheme-social securitn private funded or
unfunded;
(c) Social contributions may be divided into actual contri-
butions payable undersocial security and privat,e funded
schemes and imputed contributions recorded for un-
funded schemes;
(ö Social contributions may be divided into those paid by
employers on behalf of their employees and those paid
by employees, self-employed or non-employed persons
on their own behalf;
(e) Social contributions may be divided into those that are
compulsory by law and those that are not;
A Social benefits may be divided into those paid in cash
and those in kind.
These various characteristics are built into the classification of
social contributions and benefits utilized in the secondary dis-
tribution of income account and in the redistribution of in-
come in kind account. Sections E and F below describe the
social contributions or benefits included under each heading
of the classification in the secondary distribution of income
account. The final section of this chapter (see section If) de-
scribes the social benefits included under each heading in the
redistribution of income in kind account.
one in which income taxes payable by employees are deducted
by employers from the wages or salaries and paid directly to
the tax authorities. In this case, it is evident that the taxes arc
not current transfers payable by the employers. It is customary
to describe the employers' social contributions as being re-
routed in the accounts via the employees'primary and second-
ary distribution of income accounts. However, the accounts
depict the various payables and receivables eorrectly. The di-
rect payment of social contributions, or income taxes, by em-
ployers to social security funds, insurers or tax authorities is
merely a short cut taken on grounds of administrative oonve-
nience and efficiency.
8.68. An amount equal in value to employers'social contributions
is first recorded in the generation of income account as one of
the components of compensation of employees and then rc-
corded in the secondaryr distribution of income account as
being transferred by households to social security funds, in-
surance enterpriscs, or autonomous or non-autonomous pen-
sion funds as the case may be. The transactions arc recorded
simultaneously in both accounts at the times when the work is
carried out that gives rise to the liability to pay the contribu-
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tions. The contributions paid to social secwity funds may be
fixed amounts per employee or may vary with the levels of
wages or salaries paid. The amounts paid under privately or-
ganized schemes depend on the arrangements agreed between
employers and employerers. When social security schemes
exist the relevant employers'social security contributions are
usually compulsory, but not nec€ssarily *. A distinction is
made in the System's classification between thme employets'
actual social contributions that are compulsory by law and
those that at€ not.
2. Employoor' rocial contributions (0.6 | | 2l
8.69. These are social contributions payable by employees to social
security ftmds and private funded social insurance schemes.
lhey are resorded at the times when the work is carried out
that gives rise to the liability to pay the contributions.
Employees' social contributions consist of the actual contri-
butions payable each period plus, in the case of private funded
schemes, the contribution supplements payable out of the
property income attributed to insurance policyholders re-
ceived by employees participating in the schemes less the ser-
vice charges, when appropriate. The property income accrues
on the investment of reserves built up out of both employers'
and employees'contributions in the past, but the reserves be-
long only to the employees, not to the employers. The whole
of the property income from the investment of the reserves is,
therefore, attributed to the participating employees who are
then treated as paying it back into schemes as contribution
supplements. The employees' social contributions payable
into private funded schemes are recorded after deducting the
associated services charges, except for contributions to non-
autsnomous pension funds where there are no service charges.
All the service charges are treated as charges against the
employees'contributions and not the employens'. The contri-
butions to social security funds, when these exist, are usually
compulsory, although voluntary contributions may some-
times also be made by employees. A distinction is made be-
tween those employees' actual social contributions that are
compulsory by law and those that are not.
3. Social contributions by self-employed and
non-employed persons (0.6 | | 3l
8.70. These are social contributions payable for their own benefit by
persons who are not employees-i.e., self-employed persons
(employers or own-aceount workers), or non-employed per-
sons. They are recorded when the liabilities to pay are created.
Some may consist of compulsory social security contribu-
tions, while others consist of voluntary contributions to social
security or to other social insurance schemes. Th"y also in-
clude the value of the contribution supplements payable out of
the property income attributed to insurance policyholders re-
ceived by participating individuals that they are recorded as
paying back to the insurance enterprises in addition to their
197
other contributions, The contributions payable to private in-
surance enterprism arc equal to the total contributions payable
less the service charges. Agaitr, s distinction is made in the
classification between contributions that arc compulsory by
law and others.
4. lmputed sociaf contributionr lD.6l2l
8.71. An entry is needed in the secondary distribution of income ac-
count for the imputed social contributions payable by employ-
ees when employers operate unfunded social insurance
schemes. For convenience, the discussion of the correspond-
ing item in chapter VII, paragraphs 7.45 to 7.47 is repeated
here.
8.'12. Some employers provide social benefitrs themselves directly
to their ernployees, former employees or dcpendants out of
their own resources without involving an insurance enterprise
or autonomous pension fund, and without creating a special
fund or segr€gated reserve for the purpose. In this situation,
existing employees may be considered as being protected
against various specified needs, or circumstances, even
though no paymentrs are being made to cover them. Remuner-
ation should therefore be imputed for such employees equal in
value to the amount of social contributions that would be
needed to secure the de facto entitlements to the social benefits
they accumulate. These amountrs depend not only on the levels
of the benefits currently payable but also on the ways in which
employers' liabilities under such schemes are likely to evolve
in the future as a result of factors such as expected changes in
the numbers, age distribution and life expectancies of their
present and previous employees. Thus, the values that should
be imputed for the contribution ought, in principle, to be based
on the same kind of actuarial considerations that determinethe
levels of premiums charged by insurance enterprises.
8.73. In practice, however, it may be difficult to decide how large
such imputed contributions should be. The enterprise may
make estimates itself, perhaps on the basis of the contributions
paid into similar funded schemes, in order to calculate its
likely liabilities in the future, and such estimates may be used
when available. Otherwise, the only practical alternative may
be to use the unfunded social benefits payable by the enter-
prise during the same accounting period as an estimate of the
imputed remuneration that would be needed to cover the im-
puted contributions. While there are obviously many reasons
why the value of the irnputed contributions that would be
needed may diverge from the unfunded social benefits actu-
ally paid in the same period, such as the changing composition
and age structure of the enterprise's labour force, the benefits
actually paid in the current period may nevertheless provide
the best available estimates of the contributions andassociated
imputed remuneration.
8.74. The two steps involved may be summarizedas follows:
(a) Employeß are recorded, in the generation of income ac-
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count, as paying to their existing employees as a com-
ponent of their compensation an amount, described as
imputed social contributions, equal in value to the esti-
mated social contributions that would be needed to pro-
vide for the rurfunded social benefits to which they
become entitled;
F. Social benefits
l. Introduction
8.75. As already noted, there are two kinds of social benefits, i.e.,
social insurance benefits and social assistancc benefits. The
latter consist of transfers made by government units or NPIs
to households to meet the same kinds of needs as social insur-
anoe benefits but outside of any social insurance scheme. the
kinds of events or circumstances that may occasion the pay-
ment of social insurance benefits are described in paragraph
8.56 above. Social benefits may be paid in cash or in kind. For
example, institutional units administering social insurance
schemes may maintain their own clinics, convalescent or rc-
tirement homes for the treatment and care of the beneficiaries
or their dependants.
8.76. When employers provide unfunded social benefits to their
own employees it may not always be easy to distinguish them
from the payment of wages or salaries in cash. For example,
the continued payment of wages and salaries to employees
during absence from work as a result of sicknss, accident,
maternity needs, etc. is a social benefit but it may be difficult
to separate such payments from ordinary wages and salaries,
except perhaps in the case of prolonged absences of several
months or more. However, when the value of the imputed so-
cial contributions is estimated to be equal to the payment of
such benefits in the same period, the total compensation of
employees of the group of workers in question is not affected.
2. Social benefits other than social transfers
in kind (0.621
8.77. These consist of all social benefits except social transfers in
kind. Th"y therefore consist of:
(a) All social benefits in cash-both social insurance and
social assistance benefig-provided by government
units, including sociat security funds, and NPISHS; and
(b) All social insurance benefits provided under private
funded and unfunded social insurance schemes,
whether in cash or in kind.
In the classification used in the System, social benefits in cash
provided by government units and NPISHS' category (a)
above, are divided into:
Social security benefits in cash
Social assistance benefits in cash.
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(b) Employees arc recorded, in the seondary distribution
of irrcome account, ß paying back to their employen
the same arnount of imputed social contributions (as
current transfers) as if th"y wene paying them to a sepa-
rate social insurance scheme.
Social insurance benefits in eategory (b) above arc divided
into:
Private funded social insurance benefig
Unfunded employee social insurance benefitrs.
Social benefits in kind provided by general government and
NPISHS are not recorded in the secondary distribution of in-
come account. They form part of social transfers in kind and
are recorded in the redistribution of income in kind account.
Social security benefits in cash (0.6211
8.78. These are social insurance benefits payable in cash to house-
holds by social sccurity funds. They may take the form of:
Sickness and invalidity benefits
Maternity allowances
Childrens' or family allowancs, other dependants'
allowances
Unemployment benefits
Retirernent and survivors' pensions
Death benefits
Other allowanses or benefits.
The list is intended to be illustrative only as the coverage and
range of benefits provided under social secuity schemes may
vary from country to country.
Private funded social insurance benefits (0.6221
8.79. These are social insurance benefits payable to householdr by
i nsurance en terpri ses or other inst it ut ional un its adm in istering
private funded social insurance schemes. The kinds of bene-
fits provided are simitar to those listed above for social secu-
rity funds. Unlike social security benefirc, however, no
distinctiorr is made between benefits in cash and in kind as pn-
vate funded benefits cannot be social transfers in kind. Both
types of benefit are recorded in the secondary distribution of
income account.
Unfunded employee social insurance benefits (0.6231
8.80. These are social benefits payable to theiremployerss, thcir&-
pendants or survivors by employers administering unfunded
social insurance schemes. All unfunded benefits are reordd
Secondary income distribution account
in the secondary distribution of income account whether in
cash or in kind. Th"y typically include:
(a) The continued payment of normal or reduced wages
during perids of absence from work as a result of ill
health, accidents, maternity needs, etc.;
(b) The Payment of family, education or other allowances
in respect of dependants;
(c) The payment of retirement or survivots'pensions to for-
mer employees or their survivors, ild the payment of
severance allowances to workers or their survivors in
the event of redundancy, incapacity, accidental death,
etc.;
(ö General medical services not related to the employ@'s
worh
(e) Convalescent and retirement homes.
Social assistance benefits in cash (D.6241
8.81. Social assistance benefits are current transfers payable io
households by government units or NPISHs to meet the same
needs as social insurance benefits but which are not made
under a social insurance scheme incorporating social contri-
butions and social insurance benefits. Th"y therefore exclude
G. Other current transfers (0.7)
l. lntroduction
8.84. Other current transfers consist of all current transfers between
resident institutional units, or between residents and non-res-
idents, except those already described in previous sections of
this chapter, except for currcnt taxes on income, wealth, etc.,
and social contributions and benefits. Other current transfers
include a number of different kinds of transfers serving quite
different purposes. The most important categories are de-
scribed below.
2. llet non-life insurance premiums (0.7 | I
8.85. Non-life insurance premiums included under this heading
refer to those payable under policies taken out by enterprises
or individual households. The policies taken out by individual
households are those taken out on their own initiative and for
their own benefit, independently of their employers or govern-
ment and outside any social insurance scheme.
8.86. Non-life insurance premiums, as stated earlier, comprise both
the actual premiums payable by policyholdens to obtain insur-
ance cover during the accounting period (premiums earned)
and the premium supplements payable out of the property in-
come attributed to insurance policyholders. The total of the
non-life insurance premiums payable in this way has to cover
Payments of service charges to the insurance enterprises for
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all benefits paid by social security funds. They may be payablc
in cash and in kind. Those in kind are part of social uansfers
in kind, entered in the redistribution of income in kind ac-
count.
8.82. Social assistance benefits may be payable in the following cir-
cumstances:
(a) No social insurance scheme existrs to cover the circum-
stances in question;
(b) Although a social insurance scheme, or schemes, may
exist, the households in question do not participate and
are not eligible for social insurance benefits;
(c) Social insurance benefis are deemed to be inadequate
to cover the needs in question, the social assistance ben-
efits b"ing paid in addition.
8.83. Social assistance benefits do not include current transfers paid
in response to events or circumstances that are not normally
covered by social insurance schemes. Thus, social assistance
benefits do not cover transfers in cash or in kind made in rc-
sponse to natural disasters such as drought, floods or earth-
quakes. Such transfers are recorded separately under other
current transfers.
arranging the insurance and payments for the insurance itself.
The way in which the service charges are calculated was ex-
plained in chapter VI, paragraphs 6.138 to 6.140. After de-
ducting the service charges from total non-life insurance
premiums, the remainder is described as net non-life insurance
premiums. These are the amounts available to provide cover
against various events or accidents resulting in damage to
goods or property or harm to persons urs a result of natural or
human causes-fires, floods, crashes, collisions, sinkings,
theft, violence, accidents, sickness, etc.-or against financial
losses resulting from events such as sicknss, unemployment,
accidents, etc. Only the net non-life insurance prcmiums con-
stitute current transferc and are recorded in the secondary dis-
tribution of income account. The service charges constituüe
purchases of services by the policyholders and are recorded as
intermediate or final consumption, as appropriate.
3. lllon-life insurance claims (0.721
8.87. Non-life insurance claims do not include payments to house-
holds in the form of social insurance benefits. Th"y are the
amounts payable in settlement of claims that become due dur-
ing the current accounting period. Claims become due at the
moment rvhen the eventuality occurs which gives rise to a
valid clairn accepted by the insurance enterprise. As the ser-
vice charges on non-life insurance are calculated by subtract-
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ing claims due from the combined value of the premiums
earned and premium supplements, it follows that the total
claims due for an insurance enterprise must equal the net non-
life premiums receivable by that enterprise during the same
accounting period. This emphasizes the fact that the essential
function of non-life insurance is to redistribute resources.
8.88. The settlement of a non-life insurance claim is treated as a
transfer to the claimant. Such payments are always treated as
current transfers, even when large sums may be involved as a
result of the accidental destruction of a fixed asset or serious
personal injury to an individual. The amounts received by
claimants arc usually not committed for any particular pur-
pose and goods or assets which have been damaged or dc-
stroyed need not necessarily b" repaired or replaced.
8.89. Some claims arise because of damates or injuries that the pol-
icyholders cause to the property or persons of third parties, for
example, the damages or injuries that insured drivers of vehi-
cles may cause to other vehicles or persons. In these cases,
valid claims are recorded as being payable directly by the in-
surance enterprise to the injured parties and not indirectly via
the policyholder.
4. Currsnt transfers within general goyornmcnt (0.73)
8.90. These consist of current transfers between different govern-
ment units or different sub-sectors of general government.
Th"y include currcnt transfers between different levels of gov-
emment, such as frequently occur between central and state or
local government units, and between government units and
social security funds. Th"y do not include transfers of funds
committed to finance gross fixed capital fomation, such
transfers being treated as capital transfers.
8.91. One government unit may act as an agent on behalf of a second
government unit by, for example, collecting taxes which are
due to the second unit, at the same time as it collects its own
taxes. Täxes collected on behalf of the second unit in this way
are to be recorded as accruing directly to the second unit and
are not to be treated as a current transfer from the first to the
second unit. Delays in remitting the taxes from the first to the
second goverrlment unit give rise to entries under "other ac-
counts receivable/payable" in the financial account.
5. Gurrent intsrnational cooperation (0.741
8.92. Current international cooperation colrsists of current transfers
in cash or in kind between the governments of different coun-
tries or between governments and in ternat iona I organ i zations.
This includes:
(a) Trans rs between governments that are used by the re-
cipients to finance current expenditures, including
emergency aid after natural disasters; they include trans-
fers in kind in the form of food, clothing, blankets, med-
icines, etc.;
2m
(b) Annual or other rcgular contributions paid by member
govemments to international organizations (excluding
taxes payable to supra-national organizations) ;
(c) Payments by govemments or international organiza-
tions to other governments to cover the salaries of those
technical assistance staffwho are deemed to be resident
in the country in which they arc working.
Current international cooperation does not cover transfers in-
tended for purposes of capital formation, such transfers b"ing
recorded as capital transfers.
6. iliscollansou3 Gurrsnt transfon (0.751
8.93. These cornist of various differcnt kinds of current transfers
that may take place between resident institutional units or be-
tween resident and non-resident units. Some of the more im-
portant are shown below.
Current transfers to NPISHs
8.94. Most current transfers to NPISHs consist of cash transfers rc-
ceived from other resident or non-resident institutional units
in the form of membership dues, subscriptions, voluntary do-
nations, etc. whether made on a regular or occasional basis"
Such transfers are intended to cover the costs of the non-mar-
ket production of NPISHs or to provide the funds out of which
current transfers may be made to resident or non-resident
households in the fonrr of social assistance benefits. This
heading also cover transfers in kind in the form of gifts of food,
clothing, blankets, medicines, etc. to charities for distribution
to resident or non-resident households. However, payments of
membership dues or subscriptions to market NPIS serving
businesss, such as chambers of commerce or trade associa-
tions, are treated as payments for services rendered and are
thereforc not transfers (see chapter VI, paragraph 6.59).
Current ransfers between households
8.95. These consist of all currcnt transfers in cash or in kind made,
or received, by resident households to or from other resident
or non-resident households. Th"y include rcgular remittances
between members of the same family resident in different
parts of the same country or in different countries, usually
from a member of a family working in a forcign country for a
perid of a year or longer. Earnings remitted by seasonal
workers to their families are not international transfers as the
workers remain resident in their country of origin, i.e., mem-
bers of their original households, when they work abroad for
short periods of less than a year.
Fines and penalties
8.96. Fines and penalties imposed on institutional units by courts of
law or quasi-judicial bodies are treated as compulsory currcnt
transfers. However, fines orother penaltie imposcd by tax au-
thorities for the evasion or late payment of taxes cannot usu-
Secondary income distribution account
ally be distinguished from the taxes themselves and are, there-
fore, grouped with the latter in practice and not recorded under
this heading; nor are payments of fees to obtain licences, such
Payments being either taxes or payments for services rendered
by government units (see paragraph 8.45).
Lotteries and gambling
8.g7. The amountrs paid for lottery tickets or placed in bets consist
of two elements: the payment of a service charge to the unit
organizing the lottery orgambling and a residual current trans-
fer that is paid out to the winnets. The servicc charge may be
quite substantial and may have to cover taxes on the produc-
tion of gambling services. The transfers are regarded in the
System as taking place directly between those participating in
the lottery or gambling, that is, between households. When
H. Social transfers in kind (0.631
l. lntroduction
8.99. The only items other than balancing items recorded in the re-
distribution of income in kind account are social transfers in
kind. These consist of individual goods and services provided
as transfers in kind to individual households by government
units (including social security funds) and NPISHs, whether
purchased on the market or produced as non-market output by
govemment units or NPISHs. They may be financed out of
taxation, other government income or social security contri-
butions, or out of donations and property income in the case
of NPISHs. If it is not possible to segregate the accounts of so-
cial security funds from those of other sub-sectons of govern-
ment, it may not be possible to divide social benefits into those
provided by social security and other. Social security benefits
in kind are subdivided into two types: those where benefici"ry
households actually purchase the goods or setvices them-
selves and are then reimbußd, and those where the relevant
services are provided directly to the beneficiaries.
8.100. The number and type of social transfers in kind provided to
households by government units reflects their general eco-
nomic and social policy concerns. Whereas the recipients of
cunent cash transfers may dispose of them as they wish, the
recipients of social tmnsfers in kind have little or no choice.
The attraction of transfers in kind over transfers in cash to pol-
icy makers is that the resources transferred can be targeted to-
wards meeting specific needs, such as health or education, and
must be consumed in the ways that their providers intend.
2. Social security benefits, reimbursements (0.631l)
8.101. The reimbursement by social security funds of approved
expenditures made by households on spe,bified goods or
services is a form of social benefit in kind. Examples of ex-
Penditures that may be reimbursable are expenditures on
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world.
Payments ofcompensation
8.98. firese consist of current transfers paid by institutional units to
other institutional units in compensation for injury to pensorr,s
or damage to property caused by the former excluding pay-
ments of non-life insurance claims. Payments of compensa-
tion could be either compulsory paymentrs awarded by courts
of law, or ex graria payments agrecd out of court. This heading
covers only compensation for injuries or damages caused by
other institutional units. It also covem ex gratia payments
made by government units or NPISIIS in compensation for in-
juries or damages caused by natural disasters.
medicines, medical or dental treatments, hospital bills,
optometrists' bills, etc.
8.102. When a household purchases a good or service for which it is
subsequently reimbursed, in part or in whole, by a social secu-
rity fund, the household can be regarded as if it were an agent
acting on behalf of the social security fund. ln effect, the
household provides a short-term credit to the social secuity
fund that is liquidated as soon as the household is reimbursed.
The amount of the expenditure reimbursed is recorded as
being incurred directly by the social security fund at the time
the houselrold makes the purchase, while the only expendittre
recorded for the household is the difference, if any, between
the purchaser's price paid and the amount reimbur€ed. Thus,
the amount of the expenditure reimbursed is not treated as a
current transfer in cash from the Social Security fundtohouse-
holds.
3. 0ther social security benefits in kind (0.63 | 2l
8.103. These consist of social transfers in kind, except reimburse-
ments, made by Social Security funds to households. Most are
likely to consist of medical or dental treatments, surgery, hos-
pital accommodation, spectacles or contact lenses, medical
appliances or equipment, and similar goods or services asso-
ciated with the provision of health care. The services may be
provided by market or non-market producers and should be
valued accordingly. In both cases any nominal paymentsmade
by the householders themselves should be deducted. The
transfers should be recorded at the times the goods are trans-
ferred or services provided.
4. Social assistance benefits in kind (0.63131
8.104. These consist of transfers in kind provided to households by
government units or NPISHs that are similar in nature to social
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security benefits in kind but are not provided in the context of
a social insurance scheme. Like social assistance benefits in
cash, they tend to be provided under the following circum-
stances:
(a) No social insurance scheme existrs to cover the circum-
stances in question;
(ä) Although a social insurance scheme, or schemes, häy
exist, the households in question do not participate and
are not eligible for its social benefits;
(c) Social insurance benefig arc deemed to be inadequate
to cover the needs in question, the social assistance ben-
efits b"ing paid in addition.
5. Transfen of indiyidual non{narket goodr
or iervicos (D.6321
8.105. These consist of goods or services provided to individual
households free, or at prices which are not economically sig-
nificant, by non-market producers of government units or
NPISHs. Although some of the non-market services produced
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by NPISIIS have some of the characteristics of collective ser-
vices, all the non-market services produced by NPIS}Is äre,
for simplicity and by convention, treated as individual in na-
ture. Non-market producens arc described in morc detail in
chapter VI. Services provided free, or at prices that arc not eco-
nomically significant, to households are described as individ-
ual services to distinguish them from collective services
provided to the community as a whole, or large sections of the
conrmunity. lndividual services consist mainly of education
and health services, although other kinds of services such as
housing services, cultural and recreational services are also
frequently provided. They may be provided either by markct
ornon-market producers and are valued accordingly. They are
described in more detail in chapter IX.
8.106. The services provided as social transfers in kind to households
are recorded at the times they are provided. These are the times
at which they are produced. Any goods provided directly to
households by non-market producers should be recorded at
the times the change of ownetship takes place.
A.
lX. The use of income account
Introduction
9.1. The purPose of the trse of income account is to show how
households, govemment units and non-profit institutions
serving households (NPISHs) allocate their disposable in-
come between final consumption and saving. Therc are two
versions of the use of income account that correspond to two
concepts of disposable income and consumption. In the first
version, shown in table 9. 1, attention is focused on disposable
income and the expenditure on consumption goods and ser-
vices that can be met out of that income. In the second version,
shown in table 9.2, attention is focused on the consumption
goods and services acquired and used by institutional units,
especially households, whether acquired by expenditure or by
social transfers in kind.
9.2. In the first version of the use of income account, final con-
sumption exPenditure is subtracted from gross, or net, dispos-
able income to obtain gross, or net, saving as the balancing
item. In the second version, actual final consumption is sub-
tracted from gross, or net, adjusted disposable income to ob-
tain the same balancing item. In both accounts, in addition,
there is an adjustment item that is needed in order to reconcile
saving with the change in net equity of households in pension
funds recorded in the financial account.
9.3. As explained in chapter VIII, the adjusted disposable income
of households is derived from their disposable income by add-
ing the value of social transfers in kind receivable, while that
for government units and NPISHs is derived by subtracting
the value of social transfers in kind payable. Similarly, the ac-
tual final consumption of households is derived from their
final consumption expenditure by adding the value of social
transfers in kind receivable, while the actual final consump-
tion of government units and NPISHs is derived by subtract-
ing the value of social transfers in kind payable. It follows that
saving is the same whether it is defined as disposable income
less final consumption expenditure or as adjusted disposable
income less actual final consumption. Saving, like disposable
and adjusted disposable incoffie, may have to be recorded
gross of consumption of fixed capital because of the difficulty
of measuring the latter. However, consumption of fixed capital
is a cost of production and should be excluded, if possible.
9.4. Corporations do not make firral consumption expenditures.
Th"y may purchase the same kinds of goods or services as
households use for final sonsumption- a.8., elechicity or
food-but such goods or servioes arc either used for interme-
diaüe consumption or provided to employees as rcmuneration
in kind. It is assumed in the Systrem that corporations do not
make transfers of consumption goods or services to house-
holds (see chapter XIX for the treatment of expenditures by
enterprises on behalf of employees that is recommended for
countries in transition to market-oriented economies). As cor-
porations neither make nor receive social transfers in kind, it
is also not possible to draw a meaningful distinction between
their disposable and adjusted disposable incomes. It follows
that both the use of disposable income account and the use of
adjusted disposable income account for corporations are only
dummy accounts that contain no entries for final consumption
expenditure or actual final consumption. Apart from the ad-
justment item for pension funds referred to below, the gross or
net saving of corporations must be equal to their gross or net
disposable, or adjusted disposable, incomes. In other contexts,
the saving of corporations is often described as the "retained
earnings" or "undistributed incomes" of corporations.
l. The use of disposable income account
9.5. Apart from the balancing item, saving, this account contains
only three entries. Disposable incoffio, the balancing item car-
ried forward from the secondary distribution of income ac-
count, is recorded on the right-hand side of the account under
resources, while final consumption expenditure is recorded on
the left-hand side under uses. As just noted, the account is rele-
vant mainly for the three sectors that make final consumption
expenditures, namely the general government, NPISIIs and
household sectors, and, of course, for the total economy.
9.6. The balancing item for the account is saving. Before the bal-
ance is struck, however, the adjustment item referred to earlier
and explained in more detail in paragraphs 9.14 to 9.16 below
is entered in order to reallocate a certain amount of saving be-
tween sectors. This item, adjustment for the change in net eq-
uity of households in pension funds, is needed because of the
way in which pension contributions and benefig arc recorded
in the secondary distribution of income accounts. The adjust-
ment is shown on the right-hand side under resources for
households and on the left-hand side under uses for financial
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Use of income account
corporations or employers operating non-autonomous fundd
pension schemes.
9"7. Final oonsumption expenditrne is shown as a single figure in
table 9.1 above, with individual consumption and collective
consumption expenditure shown separately to bring out ac-
counting interrclationships described below. However, it is
usually desirable to break down final consumptiorr experrdi-
ture using a classification of expenditrne by purpose or by type
of good or service. Disaggregated expenditure data may be
needed for various analytical or policy purposes. Most usef;s
will expect at least some degree of disaggregation, for exrmn-
Plen between expenditures on gods or services orbetwee,n ex-
penditures on durable and non-durable goods.
9.8. As explained in later sections of this chapter, expenditures are
attributed to the institutional units that bear the costs even if
they arc not the units to whom the goods or services are deliv-
ered. Thus, expenditures that government units or NPISHs
make on individual goods and seruices that they provide to
households as social transfers in kind must be recorded as final
expenditure incurred by government units or NpISHs. Al-
though they do not physically consume the goods and services
provided as social transfers in kind, government units or
NPISHS are theu nits that pay for them and take the decisions
about the amour\ts to be provided. Information about their ex-
penditure on such goods and services must, therefore, be re-
corded in the accounts of the System in conjunction with their
disposable income. However, merely to record the expendi-
ture is not sufficient when the goods and services are con-
sumed by different units from those that control and finance
the expenditure. In order to identify the units that benefit from
their consumption it is necessary to recognize that the goods
and services are in fact transferred to households. Actual final
consumption must be recorded as well as final consumption
expenditure.
2. The use of adjusted disposable income account
9.9" Apart from the balancing item, saving, this account also con-
tains only two other entries (and the adjustment item, which
hereafter will not be mentioned in order to simplify the discus-
sion). Adjusted disposable income, the balancing item
brought forward from the redistribution of income in kind ac-
count, is recorded under resources, while actual final con-
sumption is recorded under uses. The account is relevant only
to government units, NPISHs and households"
9' 10. As already noted, the aetual final consumption of households
is obtained by augmenting their final consumption expendi-
ture by the value of social transfers in kind receivable, while
that for government units and NPISHs is obtained by subtract-
ing from their final consumption expenditure social transfers
in kind payable. Assuming that social transfers in kind take
place only betweenresident units, the total value of the trans-
fers in kind receivable by resident households must equal the
total value of those payable by government units and NPISHS,
so that the value of actual final consumption for the total econ-
omy must be equal to that of total final consumptiorr expendi-
ture.
9.11. The actual final consumption of households is intended to
rneasune the value of the consumption goods acquircd by
households, whether by purchase or by transfer from govern-
ment units or NPISFIs, and used by them for the satisfaction of
their needs and wants. It is thercfore a better indicator of their
living standards than their final expenditure alone. In some
countries, the value of the individual non-market goods and
services provided to households as social transfers in kind
rnay be quite latge, depending upon the kinds of economic and
social policies pursued by their govemments, so that the value
of the actual final consumption of households may exceed that
of their expenditurc by a signifi cant margin. For these reasom,
the actual final consumption of households has sometimes
been described as their "enlarged" consumption or their
"total" consumption, although these terms are not used in the
System. The actual final consumption of the general govern-
ment sector ma/, of cours€, b considerably smaller than gov-
ernment final consutnption expenditure.
3. Tho relationship between the two yerrions
of the use ol income account
9.12. The two versions of the use of income account are not sequen-
tial or hierarchical. Th"y are parallel accounts that serve dif-
ferent analytical or policy purposes. The values of the goods
and services involved in social transfers in kind are recorded
in two different ways in the System, both of which represent
uses of resources by government units or NPISHs:
(a) 
**ff:::lä*ä:Jtrnditure' 
pavabre bv sovern-
(b) 
ffiTiilr,ff*rs 
in kind, payable by government
9.13. Although the difference between disposable and adjusted dis-
posable income is attributable to social transfers in kind, dis-
ri::l:;::h'#fi JtJ,:#TJ:::H"f":ff :lJ
ments, such as those associated with production for own con-
sumption or remuneration in kind, were pointed out in
paragraphs 8. l3 and 8. 14 of chapter VIII on the secondary dis-
tribution of income account.
4. Adjustment for the change in the net equity
of households in pen;ion funds (0.8)
9.14. The reserves of private funded pension schemes are treated in
the System as being collectively owned by the households
with clainrs on the funds. The payments of pension contribu-
tions into the funds and the receipts of pensions by pensioners
are, therefore, not transfers between different institutional
205
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units. Th"y constitute the acquisition and disposal of financial
assets. However, this may not accord with the perception of
the households concerned, especially pensioner:s' households,
who tend to regard the pensions they receive as income in the
form of current transfers. Morcover, pensions received under
social security schemes arc in fact treated as curent transfers
in the System.
9.15. In order to present income information that may be more use-
ful for analysing the behaviour of the households concerned,
the payments of pension contributions under privaüe funded
and unfunded social insurance schemes and the receipts of
pensions by pensioners'households under such schemes are
rccorded in the secondary distribution of income account as
social contributions and social insurance benefits, r€spec-
tively. th"y arc thercforc recorded as determinants of the dis-
posable incomes of households.
9.16. However, in order to reconcile this treatment with the fact that
households are treated in the financial accounts and balance
sheets of the System as owning the resewes of private funded
pension schemes, both autonomous and non-autonomousi, it is
necessary to introduce an adjustment item to ensure that the
balance of pension contributions overpension rcceipts (i.e., of
"transfers" payable over "transfers" receivable) does nof enter
into household saving. In order to achieve this, it is necessary
to add back pension contributions to, and subtnct pension rc-
ceipts from, the disposable income, or adjusted disposable in-
come, of households recorded in the secondary distribution of
income accounts in order to get back to a figurc for the saving
of households that is the same as what it would have been if
pension contributions and pension receipts had not been re-
corded as cunent transfers in the secondary distribution of in-
come aecount. The necessary adjustment item is therefore
equal to:
the total value of the actual social contributions payable
into private funded pension schemes
plus the total value of contribution supplements payable out
of the property income attributed to insurance policy
holders (i.e., holders of pension rights)
nünus the value of the associated servie charges
nünus the total value of the pensions paid out as social insur-
ance benefits by private funded pension schemes.
This adjustment item is equal to the change in the net equity
of households in pension funds described in paragraphs I 1.93
to I1.96 of chapter XI. It must be added to the disposable in-
B. Expenditures, acquisitions and uses
9,2t The distinction between final consumption expenditure and
actual final consumption depends on the general distinction
between expenditures on, and acquisitions of, goods and ser-
vices, a distinction that applies to othertypes of activities, such
206
oome, or adjusted disposable income, of households beforc
calculating saving in order to reconcile the saving of house-
holds with the change in their net equity in life insurance rc-
sery€s and pension ftrnds recorded in the financial account of
the System. Opposite adjusünents üe, of course, needed in the
use of income accounts of the insurance enterprises, autono-
mous pension funds or employers maintaining non-autono-
mous pension funds. These adjustments can affect
non-nesident institutional units, both households and pension
funds.
5. SrYing (8.8!
9.17. Saving is the balancing item in the two versions of the use of
income account. Its value is the same whether it is derived as
dispcable income less final consumption expenditure or asr
adjusted disposable income less actual final consumption (in
both cases, after adding to income the adjustment item forpen-
sion funds just described).
9.18. As already noted, non-financial and financial corporations
have no final consumption expenditure or actual final con-
sumption. Their net saving is equal to their net disposable, or
adjusted disposable, income (apart from the adjustment item
for pension funds).
9.19. Saving rcpresents that part of disposable income that is not
spent on final consumption goods and services. It may b" po.-
itive or negative depending on whether disposable income ex-
ceeds final consumption expenditure, or vice versa. Assuming
that saving is positive, the unspent income must be used to ac-
quire assets or reduce liabilities. In so far as unspent income is
not used deliberately to acquire various financial ornon-finan-
cial assets, or to reduce liabilities, it must materializn as an in-
crease in cash, itself a financial asset. If saving is negative,
some financial or non-financial assets must have been liqui-
dated, cash balances run down or some liabilities increased.
Thus, saving provides the link between the current accounts
of the System and the subsequent accumulation ac@unts.
9.20. If saving is zero, i.e., if final consumption expenditure equals
disposable income, the institutional unit is not obliged to liq-
uidate any assets or change any of its liabitities. As already in-
dicated in chapter VIII, disposable income caR, thercfore, be
interprcted as the maximum amount that an institutional unit
can afford to spend on final consumption goods and services
in the accounting period without having to reduce its cash,liq-
uidate other assets or increase its liabilities.
as production and capital formation, as well as consumption.
The purpose of this section is to explain not only how expen-
diture differs from acquisition but also how both of them differ
from the actual or physical use of goods and services. The ex-
Use of income account
planation concentrates on consumption, but is also rclevant to
other types of activities.
l. Erpenditurer
g.z2.Expenditures arc defined as the values of the amounts that
buyers pay, or agree to pay, to sellers in exchange for goods or
services that sellers provide to them or to other institutional
units designated by the buyers. The buyer incurring the liabil-
ity to Pay need not be the same unit that takes p**sion of the
good or service.'As already noted, it is common for govern-
ment units or NPISHs to pay for goods or services that the sell-
ers Provide to households. Moreover, as explained below, the
liability incurred by the buyer does not necessarily have to be
settled by a payment of cash.
The incidence of expenditures
g.23.In the System, expenditures are attributed to the units which
ultimately bear the costs as distinct from the units that may
make payments to the sellers. The unit making the payment is
usually also the one that bears the cost, but this is not always
the case. For example, one unit may pay a seller acting as the
agent of another unit to whom the ownership of the good is
transferred. In this case, the agent provides a short-term credit
to the buyer that is extinguished when the agent is reimbursed.
Arrother example is that of a household which purchases a
good or service that it retains itself but is subsequently reim-
bursed out of social security funds for some or all of the
amount spent. In this case, the amount reimbursed is treated as
expenditure incurred by the social security fund.
The timing of expenditures
9.24. Expenditures on goods or services occur at the times when
buyers incur liabilities to sellers. These are usually the times
when:
(a) The ownership of the good is transfened from the seller
to the new owner; or
(b) The delivery of a service by the producer is completed
' to the satisfaction of the consumer.
g'25. The times at which sellers are actually paid forthe goods or
services they deliver are not necessarily the times at which the
expenditures occur. As explained in chapter III, payments may
either precede, or lag behind the actual deliveries of the goods
or services sold. For this reason, the values of expenditures are
measured by the values of the amounts receivable and payable
at the times the expenditures are incurred. When payments are
advanced or deferred there must be consequential changes in
the financial assets or liabilities (other than cash) of the two
units concerned at the time the change of ownenhip takes
place or the service is delivered.
9.26. The precise moment at which the ownership of a good is trans-
ferred, or delivery of service completed to the satisfaction of
207
the consumer, may notbeeasy to determine inpractice insome
cases. It may be perceived differently, or even disputed, by the
two parties concerned.
lmputed expenditures
9.27. By mutual agreement between the buyer and the seller, the li-
ability incurred by the buyer may be discharged by providing
a good, service or asset other than cash in exchange. For ex-
ample, goods or services may be exchanged for each other in
barter transactions, or employees may provide laboru in ex-
change for goods or services neoeived as remuneration in kind.
9.28. Since the buyers do not pay cash, or expect to pay cash, values
have to be imputed for the expenditurcs using the appropriaüe
prices of similar goods or sewices sold for cash on the market.
For example, workers receiving remuneration in kind are
trcated as making expenditurcs equal to the market value of
the goods or services received (at producels' prices if pro-
duced by the employer or at purchasers'prices if bought by the
employer), the costs'of the expenditures being met out of the
income they receive as remuneration in kind. In barter, both
parties to a transaction must be recorded as making expendi-
tures. As the market values of the goods or services bartered
may not be the same, the values imputed for the expenditures
should be a simple average of the estimated values of the
goods or services exchanged, so that equal expenditures are
recorded for both parties.
9.29. When institutional units retain goods or services produced by
themselves for their own consumption or gross fixed capital
formation, they clearly bear the costs themselves. Th"y are,
therefore, recorded as incurring expenditures whose values
have to be imputed using the basic prices of similar goods or
services sold on the market or their costs of production in the
absence of suitable basic prices.
9.30. In the interests of brevity, an expenditure for which a valuehas
to be imputed may be described as an "imputed expenditure".
Strictly speaking, however, the imputation refers to the value
of goods or services involved and not to the expenditure itself.
Sales of existing oods as negative xpenditures
9.31. An existing god is a good which has already been disposed
of to a user by the unit that produced or imported it, either in
the current or a previous period. Most existing goods are used
structures and machinery and equipment or second-hand con-
sumer durables (see paragraph 9.38 below), but they may in-
clude some unused goods. When an existing good is resold,
the amount received from its sale is recorded as negative ex-
penditure on the part of the seller. Durable goods may have to
be reclassified as a result of being resold; for example, the sale
to a household of an automobile previously used by an en-
terprise for business purposes is recorded as negative
:;:ffii,':i 
"T;:',',""X"lno 
positive househord rinar
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2. Acquisitionr
9.32. Goods and services are acquired by institutional units when
they become the new owners of the goods or when the delivery
of senrices to them is completed. The value of the goods orser-
vices acquired by an institutional unit or sector consistrs of the
value the goods or services acquired through its expenditurc
plus the value of goods or services received through transfers
in kind less the value of goods or services transferrcd to other
units. Transfers in kind made to other units are recorded as
negative acquisitions. This statement needs to be qualified to
the extent that several categories of current transfers-i.e.,
current transfers within general govemment, current interna-
tional cooperat ion, and m iscel laneous curent transfers - may
include some transfers in kind. These transfers in kind arc
treated as if they were transfers in cash. Accordingly, the val-
ues of the goods or services received arc actually recorded as
expenditures by the institutional units or sectors that acquire
them.
9.33. As described above, acquisition can refer to goods and ser-
vices of any kind. Producers may, for example, acquire struc-
tures and machinery and equipment by their own expenditure
(including imputed expenditure for own-account capital for-
mation) and by capital transfers in kind. The System gives spe-
cial recognition to the importance of acquisition for purposes
of final consumption; it defines the total value of goods and
services acquired for purposes of final consumption as actual
consumption.
9.34. The times at which goods and services are acquired are when
the change of owneßhip occurs or the delivery of the services
is completed. Acquisitions are valued at the prices paid by the
units that incur the expenditures.
3. Uses
g.35. Goods and services are used when institutional units make use
of them in a process of production or for the direct satisfaction
of human needs or wants.
9.36. In the case of goods, the distinction between acquisition and
use is clear. Producers acquire goods which they may hold for
varying periods of time before physically using them up in
processe.s of production. Households may hold consumption
goods before using them for the satisfaction of their needs or
wants. Few goods are so perishable that they have to be used
immediately. For example, most foodstuffs need not be eaten
until some time after they have been acquired.
C. Consumption goods and setvices
g.4L Aconsumption good or service is defined as a good or service
that is used (without further transformation in production as
defined in the System) by households, NPISHs orgovernment
208
9.37. In the case of services, however, the distinction between ac-
quisition and use may not be rclevant in a practical sense. The
situations of units to whom services are delivered are automat-
ically affected by those services and no further action may be
needed in order to benefit from them.
Durable versus non-durable goods
9.38. ln the case of goods, the distinction between acquisition and
use is analytically important. It underlies the distinction be-
tween durable and non-durable goods extensively used in eco-
nomic analysis. In fact, the distinction between durable and
nondurable goods is not bascd on physical durability as such.
lnstead, the distinction is based on whether the goods can be
used onoe only for purposes of production or consumption or
whether they can be used repeatedly, or continuously. For ex-
ample, coal is a highly durable good in a physical sense, but it
can be burnt only once. A durable good is therefore defined as
one which may be used repeatedly or continuously over a pe-
riod of more than a year, assuming a norrnal or avemge rate of
physical usage. A consumer durable is a good that may be used
for purposes of consumption'repeatedly or continuously over
a period of a year or more.
Consumption asan activity
9.39. The activity of consumption consists of the use of goods and
services for the satisfaction of individual or collective human
needs or wants. A consumption function that expresses utility
as a function of the quantities of goods and services consumed
describes the use of those goods and services rather than ex-
penditures or acquisitions. In order to measure consumption
as an activity, it would be necessary to adopt accounting pro-
cedures similar to those used in a production account, where a
clear distinction is drawn between purchases of goods to be
used in production and their subsequent use as inputs.
9.40. In practice, the System measures household consumption
only by expenditures and acquisitions. This means that the
only way in which the repeated use of durables by house-
holds could be recognized would be to extend the produc-
tion boundary by postulating that the durables are
gradually used up in hypothetical production processes
whose outputs consist of services. These services could
then be recorded as being acquired by households over a
succession of time periods. However, durables are not
treated in this way in the System.
units for the direct satisfaction of individual needs or wants or
the collective needs of members of the corrmunity.
9.42. An individual consumption good or service is one that is ac-
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quired by a household and used to satisfy the needs and wants
of members of that household. Individual goods and services
can always be bought and sold on the market, although they
may also be provided free, or at prices that are not economi-
cally significiant, as transfers in kind. In practice, all goods
and most services arc individual.
9.43. Acollective consumption service is a service provided simul-
taneously to all members of the community or to all members
of a particular section of the community, such as all house-
holds living in a particular region. Collective services are au-
tomatically acquired and consum"d by all members of the
conrmunitn or group of households in question, without any
action on their part. Tlpical examples are public adminisha-
tion and the provision of security, either at a national or local
D. Household final consumption cxpenditure (P.31
l. Introduction
9.45. Household final consumption expenditure consists of expen-
diture incurred by resident households on consumption goods
or services. Fina I consum ption expend iture excludes expendi-
ture on fixed assets in the form of dwellings or on valuables.
Dwellings are goods used by their owners to produce housing
services. Expenditure on dwellings by households, therefore,
constitutes gross fixed capital formation. When dwellings are
rented by their owners, rentals are recorded as output of hous-
ing services by owners and final consumption expenditure by
tenants. When dwellings are occupied by theirowners, the im-
puted value of the housing services enters into both the output
and final consumption expenditure of the owners. Valuables
are exPensive durable goods that do not deteriorate over time,
are not used up in consumption or production, and are ac-
quired primarily as stores of value. They consist mainly of
worlcs of art, precious stones and metals and jewellery fash-
iongd out of such stones and metals. Valuables are held in the
expectation that their prices, relative to those of other goods
and services, will tend to increase over time, or at least not de-
cline. Although the owners of valuables may derive satisfac-
tion from possessing them, they arenot used up in the way that
household consumption goods, including consumer durables,
are used up over time.
9.46. The treatment of expenditure in some specific situations and
on certain specific types of goods and services is outlined in
the following sections.
2. Erpenditures by households owning
unincorporated enterprises
9.47 . When a household includes one or more persons who own an
unincorporated enterprise, it is necessary to ensure that only
expenditure for the direct satisfaction of human needs and
wants is included in household final consumption expendi-
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level. Collective services arc the "public goods" of economic
thmry. By their nature, collective services cannot be sold to
individuals on the market, ild they are financed by govern-
ment units out of taxation or other incomes. The differcnces
between individual and collective consumption goods or ser-
vices are elaborated further in paragraphs 9.80 to 9.89 below.
9.44. Some of the services provided by NPISHs to the members of
the associations that own them have some of the characteris-
tics of collective services; for example, some research canied
out by NPISHs may benefit all members of the community.
However, most of the services provided by NPISIIS are indi-
vidual in naturc il{ for simplicity, all the services provided
by NPIs are heatrd by convention as individual.
ture; all expenditure incurred for business purposes is ex-
cluded from household consumption expenditurc. This may
not be easy in practice when the same good or service (for ex-
ample, electricity or other fuels) may be used equally well for
business purposes or for final consumption. Business expen-
ditures cannot therefore be identified purely on the basis of the
tyPe of good or service purchased. Particular care needs to be
exercised in the case of farms, including subsistence farms,
where goods that have been purchased, or produced on own
account, häy be used either for household final consumption
or for intermediate consumption; for example, corn or pota-
toes may be consumed by members of the households, fed to
animals or used as seeds for future crops.
9.48. Care is also needed with purchases of consumer durables such
as vehicles, furniture, or electrical equipment which are to be
classified as gross fixed capital formation by the household
enterprise when purchased for business purposes but as final
consumption expenditure when purchased for the personal
use of household members. While the nature of the distinction
may be clear in principle, it is often blurred in practice, espe-
cially when the owner of the business uses a durable good,
such as a vehicle, partly for business purposes and partly for
personal benefit. In such cases, the expenditure on the pur-
chase of the durable should be split between gross fixed capital
formation by the enterprise and household final consumption
expenditure in proportion to its usage for business and per-
sonal purposes. When durables are purchased wholly orpartly
for business purposes, the decline in their value attributable to
their use within the business should be recorded under the con-
sumption of fixed capital of the unincorporated enterprise.
3. Barter transactions
9.49. The values of the goods or services acquired in barter transac-
tions constitute imputed expenditures. Values have to be im-
puted for goods or services exchanged in barter transactions
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equal to their market values, or their average market values, if
the market values of the goods or servioes exchanged arc not
the same. Thus, when the goods or services obtained through
barter are used for household consumption their imputed val-
ues must be recorded as household final consumption expen-
diturc. When a good offered for barter is an existing good
and not newly produced output, negative imputed expendi-
ture must be recorded for the unit offering the good, in the
same way that sales of existing goods are recorded as neg-
ative expenditures.
4. Expenditures on goods and 3otyicol
received ar income in kind
9.50. Income in kind received by employees is measured by the
value of the goods and services provided by employers to their
employees in remuneration for work done. This income is si-
multaneously spent by the employees on the goods and ser-
vices in question. Thus, the values of the goods and services
must be recorded as final consumption expenditure incurred
by households as well as income in kind.
9.51. A distinction has to be made between goods or services pro-
vided to employees as remuneration in kind and goods or ser-
vices provided because they are needed at work, the latter
constituting intermediate consumption by the enterprise. In
principle, the distinction is clear. Goods or services that em-
ployers are obliged to provide to their employecs to enable
them to carry out their work, such as tools, equipment, special
clothing, etc., constitute intermediate consumption. On the
other hand, goods or services that employees are able to use in
their own time for the direct satisfaction of their needs or
wants, or those of their families, constitute remuneration in
kind. In practicelthere are inevitably borderline cases, such as
uniforms that must be worn at work but are also worn exten-
sively by employees away from work. Adetailed listing of the
kinds of goods and services that are included in rcmuneration
in kind is given in the section on compensation of employees
in chapter VII.
5. Expenditures on goods and services
produced on own account
9.52. Household final consumption expenditure includes the im-
puted values of goods or services produced as outputs of un-
incorporated enterprises owned by households that are
rctained for consumption by members of the household. The
production of services for own consumption within the same
household falls outside the production boundary of the Sys-
tem, except for housing services produced by owner-occupi-
ers and services produced by employing paid domestic staff.
As the costs of producing goods or services for own consump-
tion are borne by the households themselvs, it is clear that the
expenditures on them are also incurred by households, even
though their values must be imputed. The main types of goods
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and services produced and consumed within the same house-
hold are as follows:
(a) Food or other agricultural goods produced for own final
oonsumption by farmers, including subsistence farmers,
or others for whom agricultural production is only a sec-
ondary, or even leisure, activity;
(b) Other kinds of goods produced by unincorporated enter-
prises owned by households that are consumed by mem-
bers of the same households;
(c) Housing services prduced for own final consumption
by owner-occupiers (discussed frrttrer below);
(ö Domestic or other services produced for own final con-
sumption by households that employ paid staff for this
purpose- seryants, coolcs, gardeners, chauffeuts, etc.
Values are imputed for these goods or services on the basis of
the qstimated current basic prices of similar goods or services
sold on the market, or by costs of production when suitable
prices are not available, except for the services of paid staff;
services of paid staff, by convention, are valued simply by the
compensation of employees paid, in cash and in kind.
6. Expenditurer on particular types of goods and services
Expenditures on financial intermediation services
9.53. When appropriate, values must be imputed for the expendi-
tures which households incur on services provided by finan-
cial intermediaries for which no explicit charges are made.
Expenditures on services for which financial intermediaries
do make charges are recorded in the usual way.
Financial inte rnrediation se rvices, except
insurance and pension fund services
9.54. Financial intermediaries, except insurance corporations and
pension funds, which include all corporations engaged in
banking, ffiäy not charge households (or their other clients) ex-
plicitly for some of the services they provide. Instead, the
nominal rates of interest they charge households on advancs,
overdrafts, mortgages or other loans are higher than they
themselves pay on the deposits that households hold with
them. The differences between the various rates of interest
charged and paid constitute an indirect method of charging
customers forservices. As already explained in chapterVl, the
total value of these services is estimated as the difference be-
tween the property income received by these financial inter-
mediaries (excluding income from the investment of theirown
funds) less the interest they pay to creditots. This total value,
ffi?y, or may not, be allocated to the household and other sec-
tors, depending upon the procedures adopted in the country in
question.
9.55. When the value of the services is actually allocated among
sectors using one or another of the methods suggested in chap-
Use of income account
ter VI, the imputed values of the services are recorded as ex-
penditures on the services of financial intermediaries in the
use of income account for households. The interest recorded
in the primary distribution of income account for households
as being received from financial intermediaries is equal to the
amount actually received plus the imputed value the service
charge paid on household lending. The amount of interest re-
corded as paid to financial intermediaries is equal to the
amount actually paid less the imputed value of the seruice
charge on household borrowing. Household saving is the
same, whether the service charge is allocated or not.
Insurance and pension fund services
9.56. The way in which the value of the services produced by insur-
ance enterprises is calculated in the System has been ex-
plained in chapter VI. The same method is used to calculat,e
the output of autonomous pension funds.
9.57. The values of the insurance services consumed by different
sectors, sub-sectors or institutional units are estimated by al-
locating the total value of the services produced by an insur-
ance enterprise or autonomous pension fund in proportion to
the actual premiums or pension contributions paid. The
amounts paid by households are recorded as final consump-
tion expenditure (except for the insurance services purchased
by unincorporated enterprises owned by households).
Services of dwellings, repairs and improvements
Senices of owner-occupied dwellings
9.58. Persons who own the dwellings in which they live are treated
as owning unincorporated enterprises that produce housing
services that are consumed by the household to which the
owner belongs. The housing services produced are deemed to
be equal in value to the rentals that would be paid on the mar-
ket for accommodation of the same size, quality and type. The
imputed values of the housing services are recorded as final
consumption expenditures of the owners.
Decoration, nmintenance and repair
9.59. As already noted in chapter VI, expenditures that an owner-
occupier incurs on the decoration, maintenance and repair of
the dwelling should not be treated as household final con-
sumption expenditure but as intermediate expenditure in-
curred in the production of housing services. These
expenditures may consist either of payments for services pro-
vided by professional builders or decorators or purchases of
materials for "do-it-yourself' repairs and decoration. In the
latter case, simple, routine repairs and interior decoration of a
kind carried out by tenants as well as owneß may be treated as
falling outside the production boundary. Purchases of materi-
als used for such repairs or decoration should therefore be
treated as final consumption expenditure.
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Major improvements
9.60. Expenditures on major improvements-that is, reconstruc-
tions, rcnovations or enlargements-to dwellings arc not
classed as repairs and maintenance. They arc excluded from
household consumption expenditurc and are heated as gross
fixed capital formation on the part of the owrers of those
dwellings.
The repair and maintenance of durables
9.61. Expenditures on the repair and maintenanee of consumer du-
rables, including vehicles, are treated in the same way as sim-
ple repairs to dwellings. They constitute final consumption
expendittrre whether the repairs and maintenanoe arc carried
out by specialist produeeß or by memberc of the househotd as
'do-it-yourself- activities. In the latter case, only the values of
the materials purchased should be included in household con-
sumption expenditure.
Licences and fees
9.62. Households make payments to government units to obtain
various kinds of licences, permits, certificates, passports, etc.,
and in some cases it is not clear whether the govemment units
actually provide services in return, such as testing or inspec-
tion, or whether the payments are de facto taxes. As explained
in chapter VIII, paragraph 8.54 (c), the treatment of certain
controversial borderline cases has been decided by the follow-
ing convention, based on th.e practices followed in the major-
:l$J:äffi';'#il:::Llä':l;'n:.;::;:fi :"ill
shoot or fish arc treated as taxes, while payments for all other
kinds of licencs, permits, certificates, passports, etc., are
:H:ffi,il'"ä:fr ,,,lJ*ices 
and incruded in househord
7. Glassification of househotd
final Gonsumption expenditure
9.63. Household final consumption expenditure is typically a large
aggregate covering a wide range of goods and services. It is
thus usually desirable to break down the figure. The Central
Product Classification (CPC) may be used for a breakdown by
type of good or service. The Classification of Individual Con-
sumption by Purpose may be used for a breakdown by purpose
or function, e.g., food, health and education services. Chapter
XVm briefly describes this classification and how its inclu-
sion in the System facilitates several kinds of analyses.
8. Timing and valuation of
household final consumption expenditure
Timing
9.@. In accordance with the general principles adopted in the Sys-
tem, expenditures should be recorded when the payables are
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created, that is, when the purchaser incurs a liability to the
seller. This implies that expenditurc on a good is to be recorded
at the time its ownership changes while expenditurc on a ser-
vice is recorded when the delivery of the service is completed.
9.65. Expenditures on a good undera hire purchase orsimilarcredit
agreement (and also under a financial lease) should be rc-
corded at the time the good is delivered even though there is
no legal change of ownership at this point. De facto, the pur-
chaser exercises the rights and responsibilities of ownership
from the time the good is delivered under a hirc purchase
agreement, financial lease or similar method of financing. A
change of ownership is therefore imputed at the time of deliv-
ety'. The purchaser must also be shown in the financial ac-
counts as incurring a liability to the hire prnchase or finance
corporation.
Valuation
9.66. Household expenditure is recorded at the purchasers'prices
paid by households including any taxes on products which
may be payable at the time of purchase. As defined in chapter
VI, paragraphs 6.216 to 6.218, the purchaser's price of a good
is the amount payable to take delivery of a unit of the good at
the time and place required by the purchaser. It includes any
transport charges incurred by the purchaser not already in-
cluded in the seller's invoice price.
9.6'l . Different households may pay differcnt prices for identical
products because of market imperfections. Price differcnces
may persist because households may not be awarc of them, or
th"y may have imperfect information because the costs of
searching for the retail outlets selling at the lowest prices may
be too great. Even when households are aware of the price dif-
ferences, it may be too inconvenient or costly to visit the out-
lets selling at the lowest prices. Another reason for the
persistence of price differences is that many service producers
deliberately practice price discrimination by charging differ-
ent households different prices for identical services-e.g., by
charging lower ptices or fees to pensionens orpeople with low
incomes. As services cannot be retraded, price discrimination
is extremely common, or even prevalent, among service pro-
ducers. Household expenditures are nevertheless recorded at
E. Household actual final consumption (P.4)
9.72. Household actual final consumption consists of the consump-
tion goods or services acquired by individual households by
expenditures or through social transfers in kind rcceived from
govemment units or non-profit institutions serving house-
holds NPISFIs. The value of household actual final consump-
tion is given by the sum of three components:
(a) The value of households'expenditures on consumption
goods orservices including expenditures on non-market
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the prices actually paid, even though this may mean that goods
and services may not be valued uniformly. 
,
9.68. Apparent price differences between the same goods or ser-
vices are often not genuine price differences as they may be
due to differences in quality, including differences in the
terms or conditions of sale. For example, lower prices are
often charged for bulk purchases of goods or off-peak pur-
chases of services. Such expenditures must, of cours€, be
recorded at the prices actually paid; that is, after deducting
from the standard or list prices or charges any discounts for
bulk or off-peak purchases.
Valuation of purchases on credit
9.69. The purchaser's price does not include any interest or sewice
clrarges that may be added when the seller arranges for qedit
to be pnovided to the putehaser. Similarln the purchaser's
price does not include any extra charges which may be in-
currcd as a result of failing to pay within the period stated at
the time the purchases were made, such charges being effec-
tively intercst payments on the credit extended by the seller.
F;penditures by resident and non-resident households
9.70. Resident households make expenditures while travelling
abroad, while non-resident households may make expendi-
tures inside the economic territory of a country Household
final consumption expenditure in the System refers to the ex-
penditurc incurred by resident households, whether that ex-
penditure is incurred within the economic territory or abroad.
9.7 L In order to calculate total household final consumption expen-
diture it may be convenient to calculate the total expenditure
made by all households, whether resident or not, within the
economic territory and to adjust this figune by adding expen-
ditures by residents abroad and subtracting expenditures by
:lJ"Tf "J#:ä:?;.,?"il :T,T'":ä#,Ttr i;
non-residents are exports. However, while the total expendi-
tues by all households within the economic territory may be
used for calculation in this way, it is not an aggregate recog-
niz,ed within the System.
goods or services sold at
cally significant;
prices that arc not economi-
The value of the expenditures incurred by government
units on individual consumption goods or services pro-
vided to households as social transfers in kind;
The value of the expenditures incurred by NPISIIs on
individual consumption goods or servic€s pfiovided to
households as social transfers in kind.
(b)
(c)
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tion expenditure and actual final consumption, such ambigu-
ity can be avoided. When consumption is recorded on an ex-
penditure basis, the purpose is to identify the institutional
units that incur the expenditures and hence control and fi-
nance the amounts of such expenditures. lVhen consump-
tion is recorded on an acquisitions basis, the purpose is to
identify the units that actually acquire the goods and ser-
vices and benefit from their use, either immediately or sub-
sequently. The value of total final consumption is the same,
however, whichever basis is used.
those goods or services. The distinction between the inputs to,
and outputs from, non-market processes of production needs
to be emphasized because the final consumption expenditurc
made by general government or NPISHS must be incurred on
the outputs. The values of these expenditures arc equal to the
imputed values of the non-market outputs less the values of
any receipts from sales. These receipts may be derived from
sales of some goods or services at prices that are not econom-
ically significant or from sales of a few goods or services at
prices that are economically significant (sales of secondary
market output).
Expenditures on consumption g00ds 0r services produced by
market producers
9.79. Government units and NPISHs also purchase consumption
goods and services produced by market producers that are
supplied directly to households. The role of the government
unit or NPISH is confined to paying for the goods or services
and ensuring that they are distributed to households as social
transfers in kind. The government unit or NPISH does not en-
gage in any further processing of such goods or services and
their expenditures are treated as final and not intermediate.
The values of the goods or services distributed in this way are
also recorded under social benefits in kind, including social
assistance benefits in kind.
2. Expenditures on individual and collective
goods and services (P.31/P.321
9.80. The consumption expenditures incurred by government
units and NPISHs have to be divided into those incurred for
the benefit of individual households and those incurred for
the benefit of the community as a whole, or large sections
of the community.
Individual goods or services
9.81. Individual goods and services ar€ essentially "private", äs dis-
tinct from "public" goods. They have the following charac-
teristics:
9.73. The values of expenditurcs on social transfers incurrcd by
govemment units or NPISFIs are equal to imputed values of
the goods or services supplied to households less the amounts
of any expenditures incurred by households when prices are
charged that arc not economically significant.
9.74. The term *consumption" on its own can be ambiguous and
misleading. Sometimes it is used by economists to rcfer to
consumption expenditures, sometimes to acquisitions of con-
sumption goods and services and sometimes to the physical
use of the goods and services for the direct satisfaction of
human needs or wants. By distinguishing between consumP
F. Gonsumption expenditures incuned by general gouommsnt and iIPlSHs (P.31
9.75. The treatment of consumption expenditures incurrcd by gen-
eral government and NPISHs serving households is the same
so that it is convenient to describe them together. Expenditures
on a wide range of consumption goods and services are in-
curred by general government or by NPISHs, either on collec-
tive services or on selected individual goods or services. The
goverrtment expenditures are financed principally out of tax-
ation or other government revenues while those of the NPISHs
are financed principally out of subscriptions, contributions or
donations or property income.
9.76. The consumption expenditures of general government and
NPISHS can be classified in several ways. In particular, they
may be classified:
(a) According to whether the goods or services have been
produced by market or non-market producers;
(b) According to whether the expenditures are on collective
services or individual goods or services;
(c) By function or purpose according to the classification of
the functions of government (COFOG);
(ö By type of good or service according to the CPC.
l. Expenditures on the outputs of market and
non-market producers
9.77 . Expenditures on the outputs of non-market producers that are
provided free, or at prices that are not economically signifi-
cant, to individual households or the community account for
most of the final consumption expenditure by governments
and NPISHs. It is therefore appropriate to take them first.
Expenditures onthe outputs of non-market producers
g.78.It is important to distinguish between expenditures made by
general government or NPISHS on the outputs of non-market
producers-i.e., the goods, individual or collective services
they actually produce-and the intermediate expenditures
and other costs incurred by non-market producers owned by
general government or NPISHs in the course of producing
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(a) It must be possible to observe and record the acquisi-
tion of the good or service by an individual household
or member thereof and also the time at which it took
place;
(b) The household must have agreed to the provision of the
good or service and take whatever action is necessary to
make it possible-forexample, by attending a school or
(c) The good or service must be such that its acquisition by
one household or peßon, or possibly by a small, rc-
stricted group of persons, precludes its acquisition by
other households or persons.
The reference to a small, restricted group of persons is needed
because certain services are provided to small groups of peo-
ple simultaneorcly; for example, several persons may travel
in the same bus, train, ship or plane or attend the same class,
lecture, concert or live theatre performance. However, these
are still essentially individual services if there is a restriction
on the number of individuals who can consume them. Other
members of the community are excluded and derive no benefit
from them.
9.82. From a welfare point of view, the important characteristic of
an individual good or service is that its acquisition by one
household, person or group of persons brings no (or very little)
benefit to the rcst of the community. While the provision of
certain individual health or education sewices (for example,
vaccination or immunization) may bring some external bene-
fits to the rest of the community, in general the individuals
concerned derive the main benefit. Thus, when a government
unit oTNPISH incurs expenditures on the provision of individ-
ual goods or services, it must decide not only how much to
spend in total but how to allocate, or distribute, the goods or
services among individual members of the community. From
the point of view of economic and social policy, the way in
which they are distributed may be as important as the total
amount spent.
Collective services
9.83. Most goods can be privately owned and are individual in the
sense used here. On the other hand, certain kinds of services
can be provided collectively to the community as a whole. The
chamcteristics of these collective sewices may be summa-
nredas follows:
(a) Collective services can be delivered simultaneously to
every member of the community or of particular sec-
tions of the community, such as those in a particular re-
gion of a locality;
(b) The use of such services is usually passive and does not
require the explicit agreement or active participation of
all the individuals concerned;
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(c) The provision of a collective sewice to one individual
does not reduce the amount available to others in the
same community or section of the conrmunity. There is
no rivalry in acquisition.
9.84. The collective services provided by government consist
mostly of the provision of security and defence, the mainte-
nanoe of law and order, legislation and regulation, the mainte-
nance of public health, the protection of the environment,
research and development, etc. All members of the commu-
nity can benefit from such services. As the individual usageof
collective services cannot be recorded, individuals cannot be
charged according to their usage or the benefits they derive.
There is market failure and collective services that must be fi-
nanced out of taxation or other govemment rcvenues.
9.85. The services provided by NPISHS are often confined to the
members of the associations that control them, although they
may also provide individual goods or services to third parties.
Many NPISHs are only concerned with protecting the inter-
ests or welfare of their mernbers or providing recreational,
sporting or cultural facilities which households or persons
cannot otherwise easily obtain for themselves acting individ-
ually. Although NPISHs may provide services to their mem-
bers in groups, the services are essentially individual rather
than collective. In general, persons other than their members
are excluded and derive no benefit from the services provided.
Therefore, as already noted, all the services provided by
NPISHs are by convention treated as individual.
The borderline between individual and collective services
9.86. Expenditures incurred by governments at a national level in
connection with individual services such as health and educa-
tion are to be trcated as collective when they are concerned
with the forrnulation and administration of government pol-
icy, the setting and enforcement of public standards, the regu-
lation, I icensi n g or superv ision of producers, etc. For example,
the expenditures incurred by Ministries of Health or Educa-
tion at a national level are to be included in collective con-
sumption expenditures as they are concerned with general
mattels of policy, standards and regulation. On the otherhand,
any overhead expenses connected with the administration or
functioning of a group of hospitals, schools, colleges or sim-
ilar institutions arc to be included in individual expenditures.
For example, if a group of private hospitals has a cenhal unit
which provides certain comrnon services such as purchasing,
laboratories, ambulances, or other facilities, the cdsts of these
common services would be taken into account in the prices
charged to patients. The same principle must be followed
when the hospitals are non-market producers: all the costs
which are associated with the provision of services to particu-
lar individuals, including those of any central units providing
common services, should be included in the value of expendi-
tures on individual services.
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The classification of individual and
collective government expenditures
9.87. The classification of the functions of govemment is a classifi-
cation of transactions designed to apply to general govern-
ment and its subsectors. This classification, which is described
briefly in chapter XVIII, is used to help distinguish between
expenditure by government on individual services and collec-
tive services. By convention, all government final consump-
tion expenditures under each of the following headings should
be treated as expenditures on individual services except for
expenditures on general adrn in istration, regulation, research,
etc.:
04 Education
05 Health
06 Social Security and Welfare
08.01 Sport and recreation
08.02 Culture.
In addition, expenditures under the following sub-headings
should also be treated as individual when they are important:
07.1 I part of the provision of housing
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07.31 part of the collection of household refirse
12.12 part of the operation of transport system.
Non-market services to enterprises
9.88. Many government expenditures benefit enterprises as
much as households; expenditures on the cleaning, mainte-
nance and repair of public roads, bridges, tunnels, etc. in-
cluding the provision of street lighting are examples. These
are individual seruices whose consumption can be moni-
tored and for this reason they are frequently provided on a
market basis by charging tolls on road usage. However, it
would be difficult to separate the services provided frec to
households from those provided free to enterprises and, by
convention, all these expenditures are treated as collective
final expenditure.
9.89. Enterprises also benefit from a number of genuinely collec-
tive services such as the research and development under-
taken by non-market producers, the provision of security
by the police, fire services, etc. The usage of such collec-
tive services by individuat enterprises cannot be recorded,
so that expenditures on such services have to be treated as
government final expenditure.
G. Actual final consumption f general government (P.4)
9.90. As noted above, all the services provided by NPISHS are
treated as individual even though some are partly collective in
nature. All the goods and services covered by the final expen-
ditures of NPISHs are, therefore, assumed to be provided to
individual households as social transfers in kind. It follows
that NPISHs have no actual final consumption, so that their
adjusted disposable income is equal to their saving.
9.91. The value of the actual final consumption of government units
is taken to be equal to the value of the expenditures they incur
on collective services. Although collectiveservices benefit the
community, or certain sections of the community, rather than
the government, the actual consumption of these services can-
not be distributed among individual households, or even
among groups of households such as subsectors of the house-
hold sector. It is therefore attributed to the same government
units that incur the corresponding expenditures. As govern-
ment final consumption expenditure must be either individual
or collective, the value of the actual final consumption of gen-
eral government is equal to the value of its total final consump-
tion expenditure less its expenditure on individual goods or
services provided as social transfers in kind to households.
9.92. The identification and measurement of government actual
final consumption serves two main analytical orpolicy pur-
poses:
(a) Collective services can be identified with "public
goods" as defined in public finance and economic the-
ory. While it may be technically possible to charge indi-
vidual consumens of certain collective services
according to their usage or benefie they derive, the
transactions costs of so doing would be prohibitively
high, leading to market failure. This provides an eco-
nomic, rather than political, rationale for government
involvement as the provision of such services has to be
financed collectively out of taxation or other govern-
ment revenues;
(b) Collective services do not provide a mechanism for re-
distributing resources among individual households. As
redistribution may be one of the main economic objec-
tives of government policy, it is useful to separate the
collective services which do not serve this purpose from
the individual goods and services which are ultimately
channelled to individual households, even though paid
for by government.
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H. Final consumption expenditurs and actual final consumption: summaly
9.93. The purpose of this section is to summafize the conceptual
interrelationship between the main consumption aggre-
gates for the three sectors in which final consumption takes
place, namely, the household sector, the NPISH sector and
the general government sector. On a practical level, it may be
noted that each of the aggregates, whether referring to con-
sumption expenditurc or actual final consumption, has to be
derived from data on expenditures.
l. Tho oxpenditure aggregator
9.94. (a) Household final @nsumption expenditure: This con-
siSts of the expenditurc, including imputed expenditurc,
incurred by resident households on individual con-
sumption goods and services, including those sold at
prices that are not economically significant;
(b) Final consutnption expenditure of NPISFIs: This con-
sists of the expenditure, including imputed expenditure,
incurred by resident NPISHs on individual consump-
tion goods and services;
(c) Government final consumption expenditure: This con-
sists of expenditure, including imputed expenditure, in-
curred by general government on both individual
cotrsumption goods and services and collective con-
sumption services. This expenditure may be divided
into:
(r) Government expenditurc on individual con-
sumption goods and services;
(tr) Government expenditure on collective'consump-
tion services.
2. Actual final eonsumption
9.95. I.IPISHs have no actual final consurnption, as explained
above. Thus, actual final consumption is confined to house-
holds and general government.
Actual final consumption of households (P.a1l
9.96. This is measured by the value of all the individual consump-
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tion goods and services acquired by rcsident households.
Therc are three sets of goods and seryices enüering intohouse-
hold actual final @nsumption:
(a) Those acquired through expenditure by households
themsclves: their value is given by item (a) in paragraph
9.94 above;
(ä) Those acquired as social transfers in kind from NPISHs:
their value is given by item O) in paragraph 9.94above;
(c) lhosc acquired as social transfers in kind from general
govemment: their value is given by item (i) in paragraph
9.94 above.
Actual final consumption of general government (P.41 lP.42l
9.97. This is measured by the value of the collective consumption
services provided to the community, or large sections of the
community, by general govemment. Its value is given by item
(c) in paragraph 9.94 above.
3. Total final conrumption in the sconomy
9.9E. Total finat consumption in the @onomy may be viewed from
two angles. It may be defined from the expenditure side as the
total value of all expenditures on individual and collective
consumption goods and services incurrcd by resident house-
holds, resident NPISHS serving households and general gov-
:Hfr ,än,?J:ffi :$,  ,l:*?"::ff ä1,:ä:T::
vices acquired by resident households plus the value of the
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9.99. The coverage of the goods and services is the same in both
cases. In order to ensurc that the values of the two aggregates
are the same, the goods and services acquired by resident
households through transfers in kind must always be valued at
the same prices at which they are valued in the expenditure ag-
grcgates and the time of recording the good and services ac-
quired by transfers in kind must be the satne as the time of
recording in the expenditure aggrcgates.
X. The capital account
Gonoral introdustion to tho accumulation accounts end balanco sheets
l. lntroduction
10.1. fire balance sheets and accumulation accounts form a group
of accounts that are concerned with the values of the assets
owned by institutional units or ss'tors, srd their liabilities, at
particular points in time and with the evolution of those values
ove,r time. Balance sheets measune the values of stocks of as-
sets or liabilities and are typically compiled at the beginning
and end of the accounting period. The total value of the assets
owned by an institutional unit or sector minus the total value
of its liabilities is described as its net worth. It is a measurc of
the wealth of a unit or sector at a point in time. The accumula-
tion accountrs record the changes in the values of the assets,li-
abilities and net worth that take place during the accounting
period. fit"y are flow accounts, whose entries depend on the
amounts of economic or other activities that take place within
a given period of time and on hansactions and other flows as-
sociated with them.
2. Armtr
10.2. the assets recorded in the balance sheets of the System are
economic assets. These are defined as entities:
(a) Over which ownership rights are enforced by institu-
tional units, individually or collectively; and
(b) From which @onomic benefits may be deriv"d by their
owners by holding them, or using them, over a period of
time.
10.3. Every economic asset must function as a store of value that
depends upon the amounts of the economic benefits that its
owner can derive by holding it or using it. However, this
value does not usually remain constant as the benefits re-
maining often diminish with the passage of time. Different
kinds of benefits may be derived from different kinds of as-
sets, as follows:
(a) Some benefits are derived by using assets such as build-
ings or machinery in production;
(b) Some benefits consist of property incomes: for exam-
ple, interest, dividends, rents, etc., received by the own-
ers of financial assets and land;
(c) Finally, assets act as stores of value that may be real-
itpdby disposing of them orterminating them. While
some assets may be held until the benefits derivable
from them are exhausted, others may be disposed of
before that point in order to rcalize the eapitalized
values of the benefits still remaining. Some assets
may be held purely as stores of values (precious met-
als or stones, etc.) without any other benefits being
derived from them.
Financial assets
10.4. Most financial assets are financial claims. Financial claims
and obligations arise out of conhactual relationships entered
into when one institutional unit provides frmds to the other. A
financial claim may be defined as:
An asset that entitles its owner, the creditor, to
r@eive a payment, or series of paymentrs, from the
other unit, the debtor, in certain circumstances
specified in the contract between them.
the claim is extinguished when the liability is discharged by
the debtor paying a sum agreed in the contract. In addition,
the creditor may receive a series of interest payments: i.e.,
property income. Financial claims includenot only claims on
financial intermediaries in the form of cash and deposits but
also loans, advances and other credits and securities such as
bills and bonds.
10.5. Financial assets may now be defined as assets in the form of
financial claims, monetary gold, Special Drawing Rights
(SDRS) allocated by the International Monetary Fund (IMF),
shares in corporations, and certain of the instruments called
derivatives. Monetary gold and SDRs are treated as financial
assets even though their holders do not have claims over other
designated units. Shares, even though their holders do not
have a fixed or predetermined monetary claim on the corpora-
tion, and certain derivativs, are treated as financial assets by
convention. For convenience, the term "financial asset" may
be used to cover both financial assets and liabilities, except
when the context requires liabilities to be referred to explicitly.
Non-financial ssets
10.6. Two different categories of non-financial assets need to be
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distinguished from each other: produced andnon-produced
assets.
Produced assets are defined as non-financial assets
that have come into existence as outputs from pro-
cesses that fall within the production boundary of the
System as defined in chapter VI.
Non-produced assets are defined as non-financial assets
that have come into existence in ways other than through
processes of production.
Produced assets
lO.7 . There are three main types of produced assets: fixed assets, in-
ventories and valuables. Both fixed assets and inventories
are assets that are held only by producens for purposes of
production.
Fixed assets are defined as produced assets that are
ffffffi,ffi'f:L ilJ.Iätrrv' in Pro-
The distinguishing feature of a fixed asset is not that it is du-
rable in some physical sense, but that it may be used repeatedly
or continuously in production over a long period of time that
is taken to be mone than one year. Some goods, such as coal,
may be highly durable physically but cannot be fixed assets
because th"y can be used onse only. Fixed assets include not
only structures, machinery and equipment but also cultivated
assets such as hees or animals that are used repeatedly or con-
tinuously to poduce otherproducts such as fiuit ordairy pr"d-
ucts. firy also include intangible assets such as software or
artistic originals used in production.
Inventories consist oft
(a) Stocks of outputs that are still held by the units that pro-
duced them prior to their being frrttrer processed, sold,
delivered to other urits or used in other ways; and
(b) Stocks of productrs acquired from otherunits that are in-
ffJl.T.'ffi: ffi;: 
consumption or or
Valuables atre defined as goods of considerable value
Hffi:ffi,äTy::äffi;i"#Hffi:'
The economic benefits that valuables bring are that their val-
ues al€ not expected to decline relatively to the general price
level. fitey consist of precious metals and stones, jewellery
works of art, etc.
Non-prcduced assef,s
10.8. Non-produced assets consist of assets that are needed for pro-
duction but have not themselves been produced. They include
natually occuning assets such as land and certain unculti-
vated forcsts and deposits of minerals. l.hey also include cer-
tain intangible assets such as patented entities.
10.9. Not all environmental assets qualify as economic assets. It is
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useful, thereforc, to delineate those naturally occuning assets
that fall within the asset boundary of the System from those
that do not.
The asset boundary
10.10. First, it must be noted that the System's accounts and balance
sheets are oompiled for institutional units or groups of units
and can only refer to the values of assets that belong to the units
in question. Only those naturally occurring assets over which
ownership rights have been established and are effectively en-
forced can therefore qualify as economic assets and be rc-
corded in balance sheets. Th"y do not necessarily have to be
owned by individual tmits, and may be owned collectively by
groups of units orby governments on behalf of entire commu-
nities. Certain naturally occurring assets, however, may be
such that it is not feasible to establish ownership over them:
for example, air, or the @eans. In addition, there may be others
that cannot be treated as econornic assets because th"y do not
actually belong to any particular units. These include not only
those whose existence is rurknown but also those, including
uncultivated forests, that may be known to exist but remain so
remote or inaccessible that, in practice, they are not under the
effective control of any units.
10.1l. Secondly, in order to comply with the general definition of an
economic asset, natural assets must not only be owned but ca-
pable of bringing economic benefits to their owners, given the
technology, scientific knowledge, @onomic infrastmcture,
available resources and set of relative prices prevailing on the
dates to which the balance sheet relates or expected in the near
future. Thus, known deposits of minerals that are not commer-
cially exploitable in the foreseeable future are not included in
the balance sheets of the System, even though they may pos-
sibly become commercially exploitable at a later date as a re-
sult of major, unforeseen advances in technology or major
changes in rclative prices such as those resulting from the oil
shocks of the 1970s and 1980s.
l0.l2. Naturally occurring assets in the form of biota-trees, vegeta-
tion, animals, birds, fish, etc.-are renewable. The growth of
trees, crops or other vegetation or the rearing of animals, birds,
fish, etc., may take place underthe direct control, responsibil-
ity and management of institutional units. In this situation, the
assets are cultivated, and theaptivity is treated as falling within
the production boundary of the System. The resulting assets
are obviously produced assets that fall within the asset bound-
ary of the Sysüem. However, some rcnewable assets in the
form of biota may also be classified urder the heading of non-
produced assetrs: nameln forests and the wildlife inhabiting
them that are actually owned by institutional units but whose
renewal is not under the direct control, resporxiibility and man-
agcment of thoso unib. Thc $owth of animals, bids, fish, ctc.,
living in the wild, or growttr of uncultivated vegetation in for-
sb, is not an economic process of production so that the re-
sulting assets cannot be produced assets. Nevertheless, when
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the forests and/or the animals, birds, fish, ete. ans actually
owned by institutional units and are a source of benefit to their
owneß, they eonstitute economic assets. Finalln when wild
animals, birds, fish, etc. live in locations such that no institu-
tional units are able to exerciseeffectiveownershiprights over
them-for example, in the oceans or quite inaccessible rc-
gions-they fall outsidc the asset boundary. Similarly, the for-
ests or other vegetation growing in such rcgions are not
counted as economic assets.
Valuation
10.13. To ensure consistency between the accumulation accounts
and the balance sheets, assets recorded in balance sheets
should be valued as if they were being acquired on the date
to which the balance sheet relates. For example, if fixed as-
sets were to be acquired on the balance sheet date they
would be recorded at their current purchasers' prices, in-
cluding any costs of ownership transfer, or at their current
basic prices if produced on own account. The valuation of
fixed assets'that were acquired some time before the bal-
ance sheet date is more problematic. In general, they are
valued by writing-down the current purchasers' or basic
prices of new assets by the accumulated consumption of
fixed capital on the assets. With good information and effi-
cient markets, the written-down values of the assets should
equal, or at least approximate, both the present, or dis-
counted, values of the remaining future benefits to be de-
rived from them and their market values when active
secondhand markets exist. In practice, these values may
differ from each other because of lack of information or
other imperfections. As already stated, the written-down
value of the asset is generally the most practical and also
the preferred method of valuing an existing fixed asset,
bearing in mind that the calculation of consumption of
fixed capital should take into account the observed values
of secondhand assets when they are actively traded.
10.14 Most financial assets consist of financial claims. A financial
claim is usually valued by the amount of the principal out-
standing: i.e., by the amount that a debtormust pay to the cred-
itor to extinguish the claim. lVhen financial assets are haded
on markets, this value is equal to the market price of the secu-
rity in question as the debtor, or issuer of the securitn can ex-
tinguish the claim by buying back the security at the current
market price.
3. Balance rheets and the sequenco ol accumulation
accounts
10.15. The basic accounting identity linking the opening and the
closing balance sheet values for a single type of asset can be
summarized as follows:
(a) The value of the stock of a specific type of asset in the
opening balance sheet;
phts
(b) The total value of the assets acquired, less the t,otal value
of those disposed of, in transactions that take place
within the accounting period: hansactions innon-finan-
cial assetrs are recorded in the capital account and tans-
actions in financial assets in the firrancial account;
phrs
(c) The value of other positive or negative changes in the
volume of the assets held (for example, I ä result of the
discovery of a subsoil asset or the deshuction of assets
as a result of war or a natural disaster): these changes are
recorded in the other changes in the volume of assets ac-
count;
Plw
(ö fire value of the positive or negative nominal holding
gains accruing during theperiodresulting from achange
in the price of the asset: these are recorded in the rcval-
uation account where th"y may be further decomposed
into neutral holding gains that reflect changes in the gen-
eral price level and real holding gains that neflect a
change in the relative price of the asset;
is identicalwith
(e) The value of the stock of the asset in the closing balance
sheet.
10.16. This identity requires transactions or other changes in the
amounts of the asset held to be valued at the prices prevail-
ing at the times they occur and the stocks of the asset re-
corded in the opening and closing balance sheets to be
valued at the prices prevailing on the dates to which the bal-
ance sheets relate. The identity is valid even in the case of
assets that are held only temporarily within the account-
ing period and that do not appear in either the opening or
the closing balance sheets.
10.17.'Each of the five elements involved in the above identity can
be measured directly without the others. However, it follows
from the identity that if any four of the elements are known,
the fifth can be determined residually. Nevertlreless, none of
the elements is defined residually.
10.18. As the above identity applies to each individual type of asset
and liability recorded in the balance sheets, it must be possible
to decompose the change in the net worth of an institutional
unit or sector between the beginning and end of the accounting
perid into that part due to transactions, that part due to other
changes in the volume of assets held and that part due to hold-
ing gains or losses. The accumulation accounts record these
various components of changes in net worth. Morcover, as
nominal holding gains arc decomposed into neuhal and real
holding gains, it is also possible to measure not only the
change in real net worth over the period but also to identify the
components of that change.
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Capital account
10.19. the accounting links between balance sheets and the accumu-
lation accorurts are frrther described in chapter XIII. The re-
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mainder of this chapter is concerned with transactions in the
capital account.
10.25. Five categories of changes in assets are distinguished in the
capital account:
(a) Gross fixed capital formation;
(b) Consumption of fixed capital;
(c) Changes in inventories;
@ Acquisitions less disposals of valuables;
(e) Acquisitions less disposals of non-produced non-finan-
cial assets.
The treatment given to each of these categories of changes in
assets is described in later sections of this chapter. fire annex
to chapter XIII defines and describes the assets.
!0.26. The gross fixed capital formation of an institutional unit or
sector is measured largely by the value of its acquisitions less
disposals of new or existing fixed assets. Disposals do not in-
clude consumption of fixed capital. Fixed assets consist of tan-
gible or intangible assets that have come into existence as
outputs from processes of production and that are themselves
used repeatedly or continuously in other processes of produc-
tion over periods of time of more than one year. Changes in
assets may be either positive or negative, and it is possible for
the gross fixed capital formation of an individual institutional
unit or sector to be negative if it sells off, or transfers, enough
of its existing fixed assets to other units or sectors.
10.27. Consumption of fixed capital is also recorded as a change in
assets on the left side of the capital account. This implies that
the saving figure carried forward from the use of income ac-
count and recorded on the right side of the accoturt should be
net saving. Consumption of fixed capital represents the reduc-
tion in the value of the fixed assets used in production during
the accounting perid resulting from physical deterioration,
normal obsolescence or nornal accidental damage. It may be
deducted from gross fixed capital formation to obtain net fixed
capital formation, although net fixed capital formation is not
shown as a separate item in the capital account. If it is not fea-
sible to measure consumption of fixed capital because of lack
of data, the saving figure carried forward from the use of in-
come account has to be BrosS, while fixed capital formation
can also only be recorded gross. If consumption of fixed cap-
ital has to be omitted frorn both sides of the account for this
reason, the balancing item of the account is not affected, of
course; net lending or borrowing can be derived residually
A.
Gapital account
lntroduction
10.20. the purpose of the capital account, shown in table 10.1, is to
record the values of the non-financial assets that arc acqüired,
or disposed of, by resident institutional units by engaging in
bansactions andto show the change in net worth dueto saving
and capital bansfers. The hansactions mny be either with other
institutional units, both rcsident and non-resident, or internal
hansactions in which units retain for their own use assetS that
th"y have produccd themselves. The account does not, how-
ever, cover changes in the volume of non-financial assets
owned by units that do not result from trarrsactions, these
b"ing recorded in the other changes in volume of assets ac-
count described below in chapter XII.
10.21.. As already explained in the general introduction to the accu-
mulation accounts and balance sheets, the capital account is
the first of fotu accounts dealing with changes in the values of
assets held by institutional units. These four accounts enable
the change in the net worth of an institutional unit or sector be-
tween thebegiruring and end of the accounting perid tobe de-
composed into its constituent elements by recording all
changes in the prices and volumes of assets held, whether re-
sulting from transactions or not.
10.22. When compiling balance sheets, it is customary to record as-
sets on the left side and liabilities and net worth on the right.
The same convention is followed in the accumulation ac-
counts, where changes in assets arc recorded on the left and
other items on the right. As in the current accourts, the balanc-
ing item of the capital account, i.e., net lending or borrowhg,
is recorded on the left side. Consumption of fixed capital is
also recorded on the left side of the capital account.
10.23. The right side of the capital account records the resources
available for the accumulation of assets. These consist of net
saving, the balancing item carried forward from the use of in-
corne account, ild capital transfers. Capital transfers payable
are recorded with a negative sign.
l. Ghanger in non-financial asetr
10.24. The left side of the capital account records the values of the
non-financial assets acquired, or disposed of, in transactions
of various kinds. The assets may be bought or sold, or acquired
or disposed of as a result of capital transfers in kind, barter or
prduction for own use. Values must be estimated for assets
that are not bought or sold.
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whether or not consumption of fixed capital can be estimated.
However, if consumption of fixed capital is not estimated, the
accumulation accounts do not record all changes between two
sucsessive balance sheets.
10.28. The rcmaining items on the left side of the capital account rcfer
to inventories, valuables and non-produced non-financial as-
sets. Changes in inventories, including work-in-progress, arre
measured by the value of the entries into inventories less the
value of withdrawals and the value of any recurrent losses of
goods held in inventories. hoducts entering and leaving in;
ventories are implicitly heated as if they wene sold to, or pur-
chased from, inventories and are valued at the same prices as
actual sales or purchases taking place at the same time. fire
total value of the changes in inventories for an institutional
urit or sector may equally well be poritive or negative. The
total value of the changes-acquisitions less disposats-in the
other two items, valuables and non-produced non-financial
assets, may also, of course, be positive or negative.
2. SoYing and capital transfen
10.29. The items recorded on the right sidc of the capital account con-
sist of net saving and capital hansfers receivable and payable,
capital hansfers payable b"ing recorded with a negative sign.
Capital hansfers arc transactions in which the ownership of an
asset (other than cash and inventories) is hansferred from one
institutional unit to another, in which cash is transferred to en-
able the recipientto acquire anotherasset orin whichthefirnds
realized by the disposal of another asset are transferred. The
total of the r€sources, or the right side of the accorurt, is ex-
plicitly shown and described as changes in net worth due to
saving and net capital transfers. It is not a balancing item. It
represents the positive or negative amount available to the unit
or sector for the acquisition of non-financial and financial
assets,
3. ilet lcnding or bonowing (8.91
10.30. The balancing item of the capital account, described as net
lending or borrowhg, is defined as follows:
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(a) Net saving plus capital hansfers receivable minus capi-
tal transfers payable;
miruts
(b) The value of acquisitions less disposals of non-financial
assets, less consumption of fixed capital.
When positive, net saving represents thatpart of disposable in-
come that is not spent on consumption goods and services and
must, therefore, be used to acquire non-financial or financial
assets of one kind or another, including gash, or to repay lia-
bilities. When negative, net saving measures the amount by
which final con$rmption expenditure exceeds disposable in-
come: the excess must be financed by disposing of assets or
incurring new liabilities (in both cases, the adjustment for the
change in the net equity of households on pension funds has
to be added to disposable income before calculating net saving
in order to ensure that pension contributions and receipts are
treated as acquisitions and disposals of financial assets: seethe
introduction to chapter IX). Similady, capital transfers receiv-
able, whether in cash or kind, are intended to enable therecip-
ient to acquirc assets or repay liabilities, while capital transfers
payable imply that assets are disposed of. Thus, the balancing
item in the capital account, being the difference between
changes in net worth due to saving and capital hansfers and
net acquisitions of non-financial assets, shows the amount of
the resources remaining for purposes of lending or that need
to be borrowed.
10.31. The identity between the balancing items of the capital ac-
count and the financial account is an important feature of the
set of the accounts as a whole. This feature stems mainly from
the fact that monetary transactions require simultaneous en-
tries in the financial accounts of the two units concerned and
in one or other of their current and capital accounts. The con-
ceptual identity between the balancing items provides a check
on the numerical consistency of the set of accounts as a whole,
although the two balancing items are likely to diverge signif-
icantly in practice because of errors of measurcment.
stihrtional wtits. Fixed assets are tangible or intangible assets
produced as outputs from processes of production that are
themselves used repeatedly or continuously in otherprocesses
of production for more than one year.
10.34. Therc is substantial diversity in the different tlpes of gross
fixed capital formation that may take place. fire following
main types may be distinguished:
(a) Acquisitions, less disposals, of new or existing tangible
fixed assets, subdivided by type of asset into:
B. Gross capital formation (P.51
10.32. eross capital formation is measured by the total value of the
gross fixed capital formation, changes in inventories and ac-
quisitions less disposals of valuables.
l. Glolr fuod capitef fornation (P.51|
10.33. Gross fixd capital formation is meastred by the total value of
a producer's acquisitions, less disposals, of fixed assets during
the accounting period plus certain additions to the value of
non-produced assets realised by the poductive activity of in-
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(t) Dwellings;
(tt) Other buildings and stnrctures;
(üi) Machinery and equipment;
(ry) Cuhivated ssssfs-hees and livestock-that are
used rcpeatedly or continuously to produce pr"d-
ucts such as fiuit, rubber, millq etc.;
(ä) Acquisitions, less disposals, of new and existing intan-
gible fixed assets, subdividad by {rpe of asset into:
(I) Mine,ral exploration;
(tt) Computer software;
(ttt) Entertainment, literary or artistic originals;
(rv) Other intangible fixed assets;
(c) lvtajor imptovements to tangible non-produced assets,
including land;
(ü Costs associated with the üansfers of ownership of non-
produced assets.
10.35. the various components of acquisitions and disposals of fixed
assets, as referred to in categories (a) and (b) above, are listed
below:
(a) Value of fixed assets purchased;
(b) Value of fixed assets acquired through barter;
(c) Value of fixed assets neceived as capital trarrsfers in
kind;
@ Value of fixed assets rctainedby theirproducers fortheir
own use, including the value of any fixed assets being
poduced on own account that arc not yet completed or
fully mature;
Jess
(e) Value of existing fixed assets sold;
A Value of existing fixed assets surrendercd in barter;
G) Value of existing fixed assets surrendered as capital
transfers in kind.
fire value of the acquisitiors less disposals of fixed assets of
a producer is given by the sum of (a) to (d) less the sum of (e)
to (g). The components of acquisitions each may refer to new
or existing fixed assets, the latter being defined in paragraph
10.39 in the next section below. Acquisition of new assets cov-
ers not only complete assets but also any renovations, reco:r-
struction or enlargements that significantly increase the
productive capacity or extend the service life of an existing
asset. In recognition of the newly increased capacity ornewly
extended service life, these improvements are treated as part
of acquisitions of new assets ever though physically they
function as part of the existing asset (see paragraphs lO45 to
10.54 below for a discussion of major improvements), Items
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(e), (0 and (g) above include disposals of assets that may oease
to be used as fixed assets by their new owners: for example,
vehicles sold by businesse to households for their pemsonal
use or assets that are scrapped or demolished by their nerv
ownels.
10.36. Tlre general principles governing the time of rccording and
valuation of acquisitions less disposals of fixed assets may bi
summarized as follows. The time at which gloss fixed capital
formation is recorded is when the ownership of the fixed assets
is hansferred to the institutional unit that intends to use them
in production. Except for assets poduced on own account, this
time is not generally the same as the time at which the fixed
asscts are produced. Nor is it necessarily the time at which they
are put to use in the production of other goods or services.
10.37. New fixed assets acquired by purchase arre valued at
purchasers'prices: that is, including not only all transport and
installation charges but also all costs incuned in the transfer of
ownership in the form of fees paid to surveyoß, engineers, af-
chitects, lawyers, estate agents, etc., and any taxes payable on
the transfer. New fixed assets acquircd through barter or hans-
fers in kind are valued similarly at their estimated basic prices
plus taxes, transport, installation and other eosts of ownership
transfer. Fixed assets produced for own gross fixed capital arc
valued at their estimated basic prices, or by their costs of pro-
duction when satisfactory estimates of their basic prices can-
not be made. Purchases of existing fixed assets are valued
including all transport, installation and other eosts of owner-
ship transfer incurred by the purchaser while sales of existing
fixed assets are valued after deducting any costs of ownership
transfer incurred by the seller.
10.38. Not all gross fixed capital formation consists of acquisitions
less disposals of fixed assets. Before describing gross fixed
capital formation by type of fixed asset it is, therefore, conve-
nient to describe the other components of gross fixed capital
formation-i.e., major improvements and costs of ownership
transfer-as these may involve any type of asset. It is also use-
ful to define at the outset the üerm "existing assets" and to de-
scribe the treahnent of the.se assets and also the treatment of
fixed tangible assets under financial leases.
Existing assets
10.39. Because assets have service lives that may range up to 50 yeam
or more for dwellings or other stnrctures, their ownership may
change several times before th"y are eventually scrapped, de-
mqlished or abandoned. A good becomes an existing good as
soon as its ownership passes from its original producer or im-
porter, to a resident unit that uses it, or intends to use it. Thus,
an existing fixed asset is one that has already been acquired by
at least one user, or produced on own account, and whose
value has, therefore, already been included in the gross fixed
capital formation of at least one user at some earlier point in
time in the current or some previous accounting period. In
many countries, well-orgmizedmarkets exist to facilitate the
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buying and sclling of many kinds of existing fixed assets, no-
tably automobiles, shipo, airc,raft, dwellings and other shuc-
tures. Indeod, the number of existing dwellings bought and
sold within a given time pedd may considerably exceed the
number of new dwellings. In practice, most existing fixed as-
sets will have ben used in production by their current ownels,
but an existing capital good might be sold by itrs owner before
it has aetually bcen usd.
10.40. In general, sales or oülrcr disposals of existing goods, whether
fixed assetrs or not, are recorded as negative expenditures or
negative acquisitiolls. Thus, when the ownership of an exist-
ing fixed asset is hansferred from one reident producertro an-
other, the value of the asset sold, bartered or transferrcd is
recorded as negative gross fixed capital formation by the for-
mer and as positive grcs fixcd capitel formation by ttp laüer.
The valtrc of the pcitive gross fixed capital fmmation re-
cord for the purclraser exceeds the value of the negative
großs fixed capital fornration recorded for the seller by the
total value of the eosts of ownenship hansfer incuned by both
parties to the tratrsaction. The treatment of these costs is ex-
plaind in more &üail in a later section.
10.41.. lVhen the ssle takes place between two resident producers, the
positive and negative values recordcd for gross fixed capital
formation cancel out for the economy as a whole except for the
costs of ownership tnansfer. Similarly, if an existing immov-
able fixed asset, such as a building, is sold to a non-nesident,
by convention the latter is trcated as purchasint a finarrcial
asset that is the equity of a notional rcsident unit while the no-
tional resident unit is &med to purchase the assef so that the
sale and purchase oi the aset takes place between trasidents.
However, if an existing movable fixed asset, $,rch as a ship or
aircraft, is exportcd, no positive gross fixed caprtal formation
is rccorH cbcwhere in thc econonry tooffsetthe scllcr'sneg-
ative gross fixed eapital formation.
10.42. Sorne druable goo&, su€h as vehicles, may be classified as
fixed ascts or as eonsumer durables depending upon the
owner and thc purpose for which thcy are used. If, tlrcrcfore,
the ov,'nership of sueh a good werc hansferred fronr an enter-
Prisc to a housohold to be uscd for final consumption, negative
groosfixed capiAl formation is rdd fortheenterpriseand
poeitive eonsumption experditure by th" housclrold. If a vehi-
cle ord by a houcctlold were to be aoquired by 
"n 
enterprise,
it wotrH r-gsq*ffaü $n aqqubition of a otrcw" fixCId asset
even though it is an existing good. A similar ueatmeni is ap-
pliod tro imports of usod assetrs acquired by resident producers.
10.43. Thus, it is pcrfoetly pible for the gross fixed eepital forma-
tion of individul imtitutiond unib üo be negative ss a result
of thc salc or dispooal of existing fixcd asscts, althorgh aggre-
gate grcss fixed capital formation is unlikely to be negative for
large groupo of units-subtors, sectotrs or the esonomy as
a whole.
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Tangible fixed assets under financial leases
10.44. A financial lease is a contract betwecn lessor and lessee
whereby the lessor purchascs the good and the lessee pays
rentals which enable the lessor, over the period of the conhact,
to cover all, or virtually all, costs including interest. Financial
leascs may be distinguished by the fact that all the risls and
rcwards of ownership are, de facto, trarrsferred from the legal
owner of the good, the lessor, to the user of the good, the les-
srae. In ordcr to capturc the economic reality of such anange-
ments, the goods under a .financial lease are heated in the
System as if th"y were purchased by the user, that is, as if a
change in ownership had occurred. Fortangible fixed assets-
in practice, mostly machinery and equipment-the purchase
appears in the capital account of the user/owner.
Major improvements to existing assets
10.45. Gross fixed capital formation may take the form of im-
provements to existing fixed assets, such as buildings or com-
puter software, or tangible non-produced assets, such as land,
that increase theit productive capacity, extend their service
lives, or both. By definition, such gross fixed capital formation
does not lead to the creation of new assets that can be sepa-
rately identified and valued.
Improvements to frxed assef.r
10.46. fire distinction between ordinary maintenance and repairs
and improvements to existing fixed assets is not clear cut.
Ordinary maintenance and repairs constitute intermediate
consumption.
10.47 . As explained in p"ragr"phs 6.166 to 6.169 of chapter VI, or-
dinary maintenance and repairs are distinguished by two fea-
tures:
(a) They are activities that must be rurdertaken regularly in
order to maintain a fixed asset in working order over its
expected service life. The owner or user of the asset has
no choice about whether or not to undertake ordinary
maintenance and repairs if the asset in question is to con-
tinue to be used in production;
(b) Ordinary maintenance and rcpairs do not change the
fixed asset's performance, capacity or expected service
life. They simply maintain it in gogd working order, if
necessary by rcplacing defective parts by new parts of
the samo kind"
10.48. On the other hand, improvernents to existing fixed assets that
corrstitute gross fixed formation must go well beyond the rc-
quircments of ordinary maintenance and repairs. th"y must
b.ing about significant changes in some of the characteristics
of existing fixed assets. Th"y may be distinguished by the fol-
lowing features:
(a) The decision to renovaüe, reconstnrct or enlarge a fixed
assct is a deliberate inveünent decision that may b
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taken any time, even when the good in question is in
good working or&r and not in need of repair. Majorren-
ovations of ships, buildings or other stnrctures arc fre-
quently undertaken well before the end of their normal
sendce lives;
(b) Majorrcnovations, teconstructions or enlargements in-
cnaase the performance or productive capacity of exist-
ing fixed assets or significantly extend their previously
expected service lives, or both. Enlarging or extending
an existing building or süucture constitutes a major
change inthis sense, as does thercfitting orrestructuring
of the interior of a building or ship or a major extension
to or enhancement of an existing software system.
10.49. It is difficult to ptrovide simple objective criteria that enable
ts to be distinguished from rcpairs because any
rcpair may be said to improve the performanoe or extend the
working life of the unrepaired asset. For example, machines
may cease to fimction at all because of the failure of one small
Pd, especially equiprnent with electric circuits. The replace-
ment of such a part does not, however, constitute gross fixed
capital formation. Thus, improvements have to be identified
either by the magnitude of the change in the characteristics of
the fixed asssfs-that is, by major changes in their size, shape,
perfonnance, capacitn or expected service lives-or by the
fact that improvements are not the kinds of changes that are
observed to take place routinely in other fixed assets of the
same kind, as part of ordinary maintenance and repair pro-
gralrunes.
10.50. Gnoss fixed capital formation in the form of improvements to
existing fixed assets is to be classified with acquisitions of new
fixed assets of the same kind. Accordingly, it is the improved
asset that is henceforth rclevant to the System and on which
consumption of fixed capital must be calculated subsequently.
Howeveq it may also be usefril for some analytical purposes
to record improvements separately so that th"y may also be
gwped with the improvements considered in the following
section, if needed. '
Improvements to tangible non-produced dlrsets
10.51. In practice, these consist of improvements to land. Acquisi-
tions that lead to major improvements in the quantity, quality
or productivity of land, or prevent its deterioration, are treated
as gross fixed capital formation. They consist of acquisitions
related to the following kinds of activities:
(a) Reclamation of land from the sea by the construction of
dykes, sea walls or dams for this purpose;
(b) Clearance of forests, r@ks, etc. to enable land to be used
in production for the first time;
(c) Draining of marshes or the irrigation of deserts by the
consFuction of dykes, ditches or irrigation channels;
(ö Prevention of flooding or erosion by the sea orrivers by
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the construction of breatavat€,!8, sea walls q flood bar-
rie,t'rs.
10.52. Thcse activities may lead to the creation of substantial new
sEuctures such as sea walls, flood barriers, darns, etc., but
thesc arc not themselves used dircctly to produce other goods
and services in the way that most structures arc. Their con-
süuction is undertaken to obtain mone or betüer land, and it is
the land, a non-produced asset, that is needed for production.
For example, a dam built to produce elechicity serves quitre a
different purposc ftom a dam built üo keep out the sna, and it
is uscful to classify them separaüely.
10.53. Acquisitions of tunnels and other structures associatcd with
the mining of mineral deposits, ob., are classified as grcss
fixcd capital formation in structurcs and not as improvements
to land. llrese activities lead to the creation of assetrs that are
used separately ftom the land through which th"y are drilled
or bored. Site clearance and preparation for purposes of con-
stnrction-i.e., the clearance of land previously rrced in pro-
duction-is also not classified as improvementrs to land but
treated as an integral part of the gross fixed capital formation
in buildings or other stnrctures.
10.54. Acquisitions or disposals of land itself are recorded as pur-
chases or sales of non-produced assets and not as gross fixed
capital formation. Thus, improvements to land must be shown
on their own in a classification of gross fixed capital forma-
tion. The decline, between the begiruring and the end of the ac-
counting perid, in the value of the improvement to land is
shown, by convention, in consumption of fixed capital. This
treatment is a convention in that, as noted above, an imp,rove-
ment does not lead to the creation of a new fixed asset that can
be separately identified and valued, but it is consisüent with the
need to write down the value of all gross fixed capital forma-
tion over time as a result of consumption of fixed capital.
Costs of ownership transfer
Fixed assets
10.55. Acquisitions of new assets are valued at achral or estirnated
purchasers' prices plus the associated costs of ownership
transfer incurred by units acquiring the assets. Similarly, ac-
quisitions of existing assets are valued at the actual or esti-
mated prices payable to their previous owners plus the
associated costs of ownership transfer incuned by the units ac-
quiring the assets. The costs of ownership transfer consist of
the following kinds of items:
(a) All professional chargas orcommissions incurred by the
unit acquiring the asset-fees paid to lawyers, archi-
tects, surveyofs, engineers, valuers, etc., and commis-
sions paid to estate agents, auctioneers, etc.;
(b) , All taxes payable by the unit acquiring the asset on the
transfer of ownership of the asset.
Costs of ownership transfer incurred by the unit acquiring the
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asset are heated as an integral part of the value of that unit's
gross fixed capital formation. The value at which the asset en-
ters the balance sheet of its new owner thereforc includes the
costs of ownership transfer.
10.56. Consistently with this method of valuation, disposals of exist-
ing fixed assets are valued at the prices payable by the units
acquiring the assets to the turits disposing of the assets minus
any associated costs of ownership transfer incurred by the lar
ter. Such costs are similar to those listed above, for example,
lawyers' f@s, estate agents' fees or @mmissions, auctioneers'
Commissions, taxes, etc. Thxes on ownership hansfer do not,
however, include capital gains taxes payable by the trnits dis-
posing of the assets.
10.57. When a fixed asset is produced and sold for the fnst time, the
costs of ownership hansfer incurred by the first owner arc in-
cluded asi an integral part of the value of the gross fixed capital
formation recotded at the time. fir"y are thereforc gradually
written offas part of the consumption of fixed capital charged
on the use of the asset over its service life. If an asset is sold,
however, before the end of its service life, this process is inter-
ruPt€d and a second set of costs of ownership hansfer are in-
currcd by both the first and the second owner. The value of the
positive gross fixed capital formation recorded for the second
owner is equal to the price paid by the second ownerto the first
owner plus the transfer costrs incurred by the second owner. On
the otherhand, thevalueof thenegative gross fixedcapital for-
mation rccorded for the first owner is equal to the price paid
by the second ownerto the first ownerminus the transfercosts
incurred by the first owner. Ttre positive gross fixed capital
formation rmdertaken by the second owner must, thercfore,
exceed the negative gross fixed capital formation recorded for
the second ownerby the value of the costs of ownership trans-
fer incurred by both units. This amount measures the total
value of the gross fixed capital formation undertaken by the
two units togetlrer.
10.58. Because of costs of ownership hansfer, the value at which the
disposal of an asset is recorded for the first owner may be less
than the value of the asset in the opening balance sheet or at
which it enüered the balance sheet if acquired within the same
period. In this ciase, a nominal holding loss equal to the differ-
enoe between the two values is recorded for the fimt owner.
Holding losses arc incurrcd whenowneß ofexisting assets are
unable to recover the costs of ownership hansfer incurred on
both the initial purchase and sale of an asset, al-
though it may be ditricult to separate such losses from other
holding gains or losses when the prices of existing assets arc
changing for other reasorur. The trcahnent of costs of owner-
ship hansfer is explained in more detail in the annex to this
chapter where it is shown that, other things being egul, that
Part of the hansfer costs incured by the first owner on the ini-
tial acquisition of the asset that have not already been written
off as consumption of fixed capital by the time it is sold plus
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the transfer costs incurred on the subsequent sale result in a
holding loss for the fimt owner.
I-and
10.59. The costs of ownership hansfer incurred on purchases and
sales of land affect the values recorded in the same way as the
costs of ownership transfer on fixed assets described above.
However, as land is not a produced asset, it is not possible to
have gross fixed capital formation in land itself. The value of
the costs of ownership hansfer associated with purchases and
sales of land must thereforc be separated from the purchases
and sales themselves. Th"y are recorded wrder a separaüe
heading in the classification of gross fixed capital formation.
Consumption of fixed capital may then be charged using suit-
ably long service lives. However, as land that has been sold
disappears from the balance sheet of the seller, any acquisition
costs previously incurred by the seller that have not already
been written off as consumption of fixed capital together with
the selling costs result in a holding loss for the seller.
10.60. All owners and purchaserc of land within the economic üerri-
tory arc deemed to have a centre of economic interest in the
economy. If an owner or purchaser would not otherwise qual-
ify 
"t 
a resident unit, a notional resident unit is created for this
purpose. The notional resident unit is deemed to purchase the
land while the non-resident is deemed to purchase the equity
of the notional unit-i.e., to acquire a financial instead of a
non-financial asset. Thus, all purchases and sales of land take
place between resident units except when the boundaries of
the economic territory itself are changed as a result of the pur-
chase orsale-forexample, when a foreign govemment, orin-
ternational organization, purchases or sells land that is added
to, or taken away from, the enclave in which its embassy or
offices are located. Mor@ver, as purchases and sales of land
between residents are also recorded excluding costs of owner-
ship transfer for both buyers and sellers, the total value of the
prnchases and sales of land between residents must be equal
to each other at the level of the total economn although not at
the level of individual sectors or subsectors.
Othe r non-p roduc ed drsets
10.61. The costs of ownership transfer incurred on purchases and
sales of these assets, which include, for example, mineral de-
posits that arc used in production, are treated in the same way
as land, being recorded under the same heading of the classi-
fication of gross fixed capital formation.
Acquisitions less disposals of tangible fixed assets (P.51 l
10.62. Acquisitions less disposals of tangible fixed assetrs usually
constitute by far the largest component of gross fixed capital
formation, at least at the level of the total economy. fire tangi-
ble fixed assets included under the general headings of stuc-
tures, machinery and equipment and cultivated assets are
defined and described in the annex to chapter XIII, so that
thene is no need to repeat such a description here. Also, the fact
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that the major improvements to tangible fixed assets are clas-
sified with acquisitions of new assets is not repeated for each
of the various kinds of fixed assets. The purpose of the present
section is different, namely to describe the heaünent of certain
less welldocumentcd casves, including cultivated assets, bor-
derline cases or exceptiorn.
Prcducers' durables excluded from
gross faed capital formation
10.63. As already mentioned in chapter VI, when describing intrerme-
diaüe consumption, there are two kinds of durable goods us€d
by produoeß that are excluded from gross fixed capital forma-
tion, i.e., small tools and some kinds of military equipment.
Srnall tools
10.64. Some goods may be used rcpeatedly, or continuously, in pro-
duction over many years but may nevertheless be small, inex-
pensive and used to perform relatively simply operations.
Hand tools such as saws, spades, knives, axes, hammers,
screwdrivels and spanners or wrenches arc examples. If ex-
penditures on such tools take place at a fairly steady rate and
if their value is small compared with expenditures on more
complex machinery and equipment, it may be appropriate to
treat the tools as materials or supplies used for intermediate
consumption. Some flexibility is needed, however, depending
on the relative importance of such tools. In countries in which
they account for a significant part of the value of the total stock
of an industry's durable producers'goods, they may be treated
as fixed assets and their acquisition and disposal by producers
recorded under gross fixed capital formation.
Military equipment
10.65. Desüuctive weapons such as missiles, rockets, bombs, etg.,
cannot be treated as fixed assets, because they are not in fact
used repeatedly or continuously in production. Although du-
rable, they are single-use goods. Moreover, the actual use of
such weapolls in combat to deshoy lives or property cannot be
construed as the production of goods or services. By exten-
sion, vehicles and equipment such as warships, submarines,
military aircraft, tanks, missile carriers and launchers, etc.,
whose function is to release such weapons should also not be
treat€d as fixed assets.
10.66. On the other hand, most of the structures used by military es-
tablishments-such as airfields, docks, roads and hospitals-
are not only used continuously and repeatedly in production,
but are used in much the same way as similar structures uti-
lizedby civilian producers. Such structures are often switched
from military to civilian use, or vice versa. There is no justifi-
cation for not treating them as fixed assets.
10.67. Thus, whereas structures such as military hospitals, and the
equipment contained therein, are fixed assets, weapons and
their supporting systems ane not. It may sometimes be difficult
to determine where to draw the line between the two kinds of
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goods, and it is also necessary to recognize that it may not al-
ways be possible to obtain the necessary data to distinguish
different categories of military expenditures. By convention,
therefore, all expenditures on durable goods by the military
are heated as gross fixed capital formation except for expen-
ditures on weapons and on equipment that can only beusedto
support and deliver such weapom: warships, subrnrines,
bombers, fighter aircraft, tanlrs, missile carrie, s, etc. In Fac-
tice, almost all structures are likely to be fixed assets and cer-
tain types of equipment that have alternative non-military
uses-such as transport equipment, computers andcommuni-
cations equipment and hospital equipment-are also heated
as fixed assets. If it is not feasible to separate expenditures on
such equipment from expenditurcs on weapons and theirsup
port systems, all expenditurcs on equipment for the military
have by default to be treated as intermediaüe consumption.
10.68. Light weapons and armoured vehicles are also used by non-
military establishments engaged in internal secrnity or polic-
ing activities. The producers concerned may be either market
or non-market, as there are enterprises that provide various
kinds of serurity services commercially in addition to govern-
ment controlled secwity or police forces. All the durable
producers'goods used by such services or forces are beated as
fixed assets and all their expenditures on fixed assets are
counted as gross fixed capital formation notwithstanding the
fact that such expenditures might be trcated as intermediaüe
consumption if intended for the armed forces, As already
noted, many types of durable goods cannot be automatically
classified as fixed assets purely on the basis of their physical
characteristics.
Dwellings and other buildings and structures
10.69. Gross fixed capital formation in buildings, including dwell-
ings, and other structures by producers consists of the value of
their acquisitions of new and existing buildings and other
stnrctures less the value of their disposals of their existing
buildings and structures. All buildings and other stnretures
within the economic territory are deemed, by convention, to
be owned by residents. If an owner or purchaser would not oth-
erwise qualify as a resident unit, a notional resident unit is cre-
ated for the purpose. The notional rcsident unit is deemed to
purchase the building or other structure and the non-resident
is deemed to purchase the equrty of the notional unit (i.e., ac-
quire a financial asset).
10.70. All dwellings, including houseboats, barges, mobile homes
and caravans used as principal residences of households and
any associated structures such as garages are fixed assets.
Owner-occupiers are treated as the owners of enterprises en-
gaged in the production of housing sewices fortheirown final
consumption so that dwellings are not consumer durables.
ll.7l. Ttre construction of new historic monuments constitutes gross
fixed capital formation and similarly, major improvements to
existing historic monuments are also included in gross fixed
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capital formation. Historic monuments are identifiable be-
cause of particular historic, national, regional, local, rcligious
or symbolic significance. They are usually accessible to the
general public, and visitors are often charged for admission to
the monuments or their vicinity. Their owneß, who may be
govenrment units, non-profit institutions (NPIs), corporations
or households, typically use historic monuments to produce
cultural or entertainment-type services. In principle, the gross
fixed capital formation in historic monuments should be in-
cluded in dwellings, non-nesidential buildings, and other
structues as appropriate; in p:actice, it may be desirable to
classify them with otherstructures. Consumption of fixed cap-
ital on new monuments, or on major impnovements to existing
monuments, should be calculated on the assumption of appro-
pqiaüely long service lives.
Consumption of faed capinl on
buildings and other structures
lO.'12. All buildings and other structures are assumed to have finite
service lives, even when properly maintahd, so that con-
sumption of fixed capital is calculated for all such fixed assets,
including railways, roads, bridges, turmels, airports, harbours,
pipe-lines, dams, etc. Service lives are not determined purcly
by physical durability, and many buildings and structures are
eventually scrapped because they have become obsolete.
However, the service lives for some structures such as certain
roads, bridges, dams, etc., may b" 
""ry 
long-perhaps a cen-
hJry or more.
Ttme of recoding and valuation except
for own-account constraction
10.73. tvlany constnrction projects take a long time to complete. Until
such time as the ownership of at least some of the output pro-
duced is transferred to the eventual user of the structurc, ro
gross fixed capital formation can take place. Output that is not
so hansferrcd and continues to belong to the builder or con-
struction enterprise must be rccorded as either work-in-plog-
l€ss or as an addition to inventories of finished goods,
depending on whether the construction is finished or not.
l0.l4. When the construction takes place under a eonhact of sale
agreed in advance, the ownership of the structurc is effectively
hansferred in stages as the work proceeds. The value of the
output transfen€d at each stage under such a conhact is re-
corded as gross fixed capital formation by the purchaser.
10.75. When there is no contract of sale agreed in advance, the output
produced by the construction enterprise must be recorded as
work-in-progress or as additions to the producers'inventories
of finished goods, depending on whether the construction is
completed. For example, finished dwellings built
speculatively rcmain as additions to producers'inventories of
finished goods until they are sold or otherwise acquired by
llsers.
10.76. Acquisitions of new buildings and structures arc valued at
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their actual or estimated 'prices plus the associated
costs of ownership transfer incurred by units acquiring the as-
sets. Similarly, acquisitions of existing buildings and struc-
tures are valued at the actual or estimated prices payable to
their prcvious ownels plus the associated costs of ownership
incurred by the units acquiring the assets. Disposals of exist-
ing buildings and stmctures are valued at the prices payable
by the units acquiring the assets to the units disposing of the
assets minus the costs of ownership transfer incurred by the
latter. For buildings and structures acquired in an incomplete
state, a value is estimated based on costs to date, including a
mark-up for operating surplus. Stage or progress payments are
usually required under a contract of sale agreed in advance,
and the amounts paid may often be used to approximaüe the
values of the gross fixed capital formation trndertaken by the
purchaser at each stage. (If the stage payments are made in ad-
vance, or in arrlears, of the completion of the relevant worh
short-term credits are effectively extended by the purclraserto
the construction enterprise, or vice vensia, and these qedits
must be adjusted for in approximating the value of the g3oss
fixed capital formation.) It should be noted that the costrs of
clearing and preparing the site for construction are part of the
costs and are thercfore included in the value of the acquisition.
Time of recording and valuation
of own-account construction
10.77 . When construction is carried out for own use, the producer and
the eventual user of the structure are one and the same hstitu-
tional unit, by definition. No formal transfer of ownership
takes place and the unit in its capacity as user of the structurc
effectively takes possession as the construction proceeds.
Thus, the whole of the output of own-account construction
during a given accounting period should be recorded as gross
fixed capital formation, even if the stnrcttre is not finished.
10.78. In principle, the finished struchne should be valued at its esti-
mated basic price. If the structurc is not completed within a
single accounting p"riod, the value of the output and oon€-
sponding gross fixed capital formation should be estimated by
applying the fraction of the total costs of production incurred
during the relevant perid to the estimated current basic 1nice.
If it is not possible to estimate the basic price of the finished
structure, it must be valued by its total costs of @uction,
with a mark-up for operating surplus. If some or all of the lab-
our is provided free, as may happen with communal construc-
tion by households, an estimate of what the cost of paid labour
would be must be included in the estimated total pnoduction
costs using wage rates for similar kinds of laborn in the vicin-,,
ity or region. Otherwise, the value of the finished structure will
be seriously underestimated.
10.79. Ccrtain shucturps may bc produced for own commund usc by
groups of hotrseholds: for example, buildings, toads, bridges,
etc. After they are finished, the ownership of such süuctures
may then be transferred to some government unit that assumes
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responsibility for their maintenance. When the hansfer oc-
cllnl, the gross fixed capital formation on own account origi-
nally attibuted to the group ofhouseholds is cancelled by thcir
negative grcss fixed capital formation resulting from the cap
ital Eansfcr in ldnd th"y makc to the government unit. The
finnl gross fixed capital formation remaining is that of the gov-
ernnrent unit resulting from its acquisition of thc assct through
the capital Earrsfer in ldnd.
Machirury and equipmerü
10.80. Grcss fixed capital formation in machinery and equipment by
producers consists of the value of their acquisitions of new and
existing machinery and equipment less the value of their dis-
posals of their existing machinery and equipment. It covers
hansport equipment and other machinery and equipment, in-
cluding office equipment, furniture, etc. As explained above,
machinery and equipment under financial lease is heated as
acquired by the user (lessee) (rather than as acquired by the
lessor).
10.81. Gross fixed capital fonnation is not recorded until the owner-
ship of the fixed assets is transferred to the unit that intends to
use them in production. Thus, new machinery and equipment
that has not yet been sold forms part of additions to inventories
of finisted goods held by the prcducers of the assets. Simi-
larln imported machinery and equipment is not recorded as
gross fixed capital fotmation until it is acquired by the unit that
intends to use it.
10.82. lvtachinery and equipment such as vehicles, furniture, kitchen
equipment, computers, communications equipment, etc. that
are acquired by households for purposes of final consumption
are not fixed assets and their acquisition is not treated as grossr
fi xed capital formation. Howe ve\houseboats, barges, mobile
homes and catavans that arc used as the principal residences
of households are heated as dwellings, so that their acquisition
by households is included in gross fixed capital formation.
Cultivated assets
10.83. Cultivated assets consist of livestock or trees that are used re-
peatedly or continuously over periods of time of more than one
year to produce other goods or services. Thus, livestock that
continue to be used in production year after year are fixed as-
sets. They include, for example, breeding stockr dairy cattle,
sheep reared for wool and draught animals. On the other hand,
animals raised for slaughter, including poultry, are not fixed
assets. Similarln trees (including shmbs) that are cultivated in
plantations for the products th"y yield year after year-such
as fruit trses, vines, rubber trees, pah trees, etc. -are fixed as-
sets. On the other hand, trees grcwn for timber that yield a fin-
ished product once only when th"y are ultimately felled are not
fixed assets, just as cereals or vegetables that produce only a
single crop when they are harvested cannot be fixed assets.
10.84. In general, when the production of fixed assets takqs a long
time to complete, those assets whose production is not yet
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completcd at the end of the a@ounting perid are rworded as
work-in-progress. However, when the assets are pmoduced on
own account th"y are treated as being acquired by their usenl
at the srame time as they are paoduced and eannoü thereforc be
recorded under the inventories, i.e., work-in-progress. tIn-
completed assets produced on own account arc thercfore re-
corded as being acquired by their rxrels, i.e., as gross fixed
capital formation. These gene,ral principles must be applied to
thc production of cultivated assets such as animals ortrpes that
may take a long time to reach maturity. TWo cas6 need to be
distinguished from each other: the poduction of natural assets
by specialized ptoducers, such as breeders or hee nunseries,
and the own-account pnoduction of cultivated assets by their
llsels.
10.85. In thc case of the specialist producers, animals or trees whose
production is not yet complete and are not ready for sale or de-
livery must be recorded as work-in-progress. Examples are
one-year-old horses bred for sale as two-year-old raoe horses,
or young fmit trees that need furttrer growth beforc being mar-
ketable. Such work-in-progress is recorded and valued in ex-
actly the same way as that originating in any other kind of
production.
10.86. However, when animals or trees intended to be used as fixed
assets are produced on own account by farmers or others, un-
completed assets in the form of immature animals, tnees, etc.
that are not ready to be used in production are not treated as
work-in-progress but as gross fixed capital formation by the
producing unit in its capacity as eventual user. The value of an
uncompleted asset produced and acquired within a given pe-
riod is obtained by multiplying the actual and estimated cur-
rent basic price of the finished asset by the sharc of the
production costs incuned in that period. If it is not feasible to
estimate in this *äy, the value of the output and corresponding
gross fixed capital formation may be approximated by the ac-
tual production costs incurred in the period.
Livestock
10.87. Gross fixed capital formation in live.stock that are cultivated
for the products they yield year after year (dairy cattle, draught
animals, etc.) is measrned by the value of acquisitions less dis-
posals, taking account of the trcatment just described of im-
mature livestock produced on own account. It is therefore
equal to the total value of all mature animals and immature an-
imals produced on own account acquired by users of the live-
stock less the value of their disposals. Disposals consist of
animals sold or otherwise disposed of, including those sold for
slaughter, plus those animals slaughtered by their owners. Ex-
ceptional losses of animals due to major outbreaks of disease,
contamination, drought, famine, or other natural disasters are
recorded in the other changes in the volume of assets account
and not as disposals. Incidental losses of animals due to occa-
sional deaths from natural causes form part of consumption of
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fixed capital. Consumption of fixed capital on an individual
animal is measured by the decline in its value as it gets older.
Plantations, orcltards, etc,
10.88. Gtoss fixed capital formation in plantations, orchards, etc.,
consists of the value of the acquisitions less disposals of ma-
ttrre hrees, shrubs, etc., including acquisitiorrs of immature
trrses, shnrbs, etc., produced on own account. As explained
above, the valuc of the latrcr may be approximated, if neces-
sary, by the value of costs incurred in their drning
the period: for example, the costs of preparing the ground,
plhnting, staking, protection ftom weather or discase, pruning,
training, etc., until the hee reaches maturity and starts to yield
a product. Disposals consist of trees, shrubs, otc., sold or oth-
enyise transferrcd to othenrnits plus thosc cut down before the
end of theirsenrice lives. Disposals do not include exceptional
losses of Fees due to drought or othernatural disasters uch as
gales or hurricanes, these b"ing recorded in the other changes
in the volume of assets a@ount.
Acquisitions less disposals of intangible fixed assets (P.5121
10.89. Acquisitions less disposals of intangible fixed assets consti-
tuüe the remaining component of gross fixed capital formation
to be discussed. Intangible assetrs are defined and desffibed in
the annex to chapüer XIU. th"y strare with tangible fixed as-
sets the characteristics that th"y are both produced as outputs
from pnocesses of production and are themselves used repeat-
edly or continuously in other processes of production. Intan-
gible fixed assets include, for example, somputer softwarre or
artistic originals whose use in pnoduction is restricted to the
mits that have established ownership rights over them or to
otherunits licensed by the latter. Major to these
assets count as acquisitions; for example, the enhancement
and extension of existing software systems.
Mineral exploration
10.90. Mineral exploration is undertaken in orderto discovernew de-
posits of minerals or fuels that may be exploited commer-
cially. Such exploration may be undertaken on own account
by enterprises engaged in mining orthe extraction of fuels. Al-
ternativeln specialized enterprises may carry out exploration
either for their ptuposes or for fees. The information obtained
ftom exploration influenoes the production activities of those
who obtain it over a number of years. The expenditures in-
curred on exploration within a given accounting perid,
wlrether undertaken on own account or not, are therefore
heatod as expenditures on the acquisition of an intangible
fixed assct and included in the enterprise's gross fixed capital
formation.
10.91. The expenditures included in gross fixed capital formation in-
clude not only the costs of actual test drillinge and borings, but
also the coets incurred to make it possible to carry out tests, for
example, tlre costs of aerial or othcr $rveys, hansportation
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costs, etc. The value of the resulting asset is not measured by
the value of new deposits discovered by the exploration but by
the value of the resrources allocated to exploration during the
a@ounting perid. Consumption of fixed capital may be cal-
culated for such assets by using average service lives similar
to those used by mining or oil corporations in their own ac-
corurts.
Computer sofiware
l}.g2. Compuüer software that an enterprise expects to use in produc-
tion for more than one year is heated as an intangible fixd
asset. Such software may be ptnchased on the market or pro-
duced for own use. Acquisitiorrs of such software are therefore
tr€ated as gross fixed capital formation. Softwarc purchases
on the market is valued at purchasers'prices, while softwarc
developed in-house is valued at its estimated basic price, or at
its costs of production if it is not possible to estimate the basic
price.
10.93. Gross fixed capital formation in software also includes the
purchase or development of large databases that the enterprise
expects to use in production over a period of time of more than
one year. These databases are valued in the same way as soft-
wanrs, described above.
Entenainment, literary or artistic originals
10.94. Originals consist of the original films, sourd recordings,
manuscripts, tapes, models, etc., on which drarna perfor-
mances, radio and television programming, musical perfor-
manoes, sporting events, literary and artistic output, etc., ar€
recorded or embodied.
10.95. The acquisition of an original constitutes gross fixed capital
formation. The original is often rctained by its producer, but it
may also be sold after it has been produced in order to be ex-
ploited by another unit. When it is sold the gross fixed eapital
formation is measured by the price paid by the purctraser to ac-
quir€ the asset. If it is not sold, its valuation may be difficult
because it depends on the future benefits that the owner ex-
pects to derive. These benefits may be very difficult to esti-
mate in advance. In the absence of other information itmay be
n@essary to value the original by its costs of production, as in
the case of many other kinds of output produced forown gross
fixed capital formation.
2. Ghanger in inuentorier (P.521
10.96. Transactions involving inventories are treated in the sape way
as transactions involving any other asset, whether non-firran-
cial or financial. Thus, the value of changes in inventories re-
corded in the capital account is equal to the value of the
inventories acquired by an enüerprise less the value of the in-
ventories disposed of during the accounting p€dod. Some of
thesc acquisitions and disposals are attributable to actual pur-
chases or sales, but others reflect transactions that arc inüernal
to the enterprise.
Capital account
10.97 . tn this context it is useful to distinguish between two firnctions
performed by an enterprise: its ftrnction as a producer of goods
and services and its firnction as an owner of assets. When a
good is entcred into inventories it is acquired as an asset by the
ownereitherby purctrase (orbarrcr) orby an intcrnal transac-
tion with the producer. Convemely, a good leaving inventories
represents the disposal of an asset by the owner either by sale
or other lxle, by .n internal transfer to the producer or possibly
as a result of rccunent losses (recurrent wastage, accidental
damage or pilfering). Inventory movements that atr not athib-
utable to actual purchasm or sales of the goods concerned are
valued as if the goods were being bo,rght or sold at that time.
Thus, changes in inventories are recorded as acquisitions and
disposaL by the enterprise and valued the same general way
as changes in other assets.
10.98. The enterprise in its capacity as a pnoducer may obtain goods
or senrices for inüermediate consumption either by ptrchasing
them on the market for immediate use as intermediate inputs
or by internal transfers fnom the owner out of inventories. ln
order to ensure that all the goods and services used for inter-
mediate consumption are consistently valued at current prices,
the goods hansfened out of inventories arle valued at currcnt
purchasers'prices. Similarly, the output produced by the pro-
ducer may either be sold or othenvise disposed of or be trans-
ferrcd to inventories as finished products orwork-in-progress.
ln order to ensure that output is consistently valued, finished
goods hansferred into inventories are valued as if th"y were
sold at that time, while additions to work-in-progress are val-
ued in proportion to the estimated current basic price of the fin-
ished product.
Materials and supplies
10.99. lvlaterials and supplias consist of all goods that an enterprise
holds in stockwith the intention of using them as intermediate
inputs into production. Not all necqssarily get used in this way,
however, as some may be lost as a result of physical deterio-
ration, or recurrent accidental damage or pilfering. Such
losses of materials and supplies arp recorded and valued in the
same way as materials and supplies actually withdrawn to be
used up in poduction.
10.100. I\rlaterials and supplies consist of the kinds of goods that are
entirely used up when they are fed into the production process.
Th"y do not, therefore, include stocks of newly acquired
fixed assets, such as vehicles or microcomputers, although
they may include small tools when these are not treated as
fixed assets. Enterprises may hold a variety of quite differ-
ent kinds of goods under the heading of materials and sup-
plies, the most common types being fuels, industrial raw
materials, agricultural materials, semi-processed goods,
comPonents for assembly, packaging materials, foodstuffs,
office supplies, etc. Every enterprise, including non-mar-
ket producers owned by government units, may be ex-
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pected to hold some inventories of materials and supplies, if
only inventories ofoffice supplies.
I 0. 10 I . Ivlatanals and supplies do not include works of art or stocks of
precious metals orstones acquiredby enterprises as valuables.
By definition, valuables are assets held as stores of vdue and
th")' are not intended to be used as inüertnediaüe inputs into
production. On the other hand, there arie some producers that
do use gold, diamonds, etc. as inüermediaüe inputs into the pro-
duction of other goods or services-for example, manufactur-
ers of jewellery or dentists. Stocks of gold, diamonds, etc.,
intended for indushial use or other production in this way arre,
of course, recorded under materials and supplies.
Work-in-progress
10.102. IVork-in-prcgress consists of output produced by an enüer-
Prisc that is not yet finished, i.o., not yet sufficiently proeessed
to be in a state in which it is normally supplied to other insti-
tutional units. lVork-in-progress occllrs in all indushies, but is
especially important in those in which some time is needed to
produce a unit of finished output-forexamplo, h agriculture,
or in industries producing complex fixed aqsets such as ships,
dwellings, computers, softwarc or films. work-in-progress
can therefore take a wide variety of differcnt forms rarrging
from growing crops to partially completed film productions or
computer programs. Although work-in-progress is output that
has not reached the state in which it is normally supplied to
othens, its ownership is nevertheless transferable, if necessary
For example, it may be sold under exceptional circumstances
such as the liquidation of the enterprise.
10.103. As explained in chapter VI also, work-in-progress must be re-
corded for any production process that is not finished at the
end of the accounting period. The shorter the accounting p"-
riod, the more important work-in-progress is likely to be rcla-
tively to finished output. fn particulü, ft is likely to be more
significant forquarterly accounts than annual accounts, if only
because the production of many agricultural crops is com-
pleted within a year but not within a quarter. Assuming that
prices and costs remain stable during the period of production,
the value of the additions to work-in-progress within a given
accounting period is obtained by calculating the fraction of the
total production costs incurred in that perid and applying that
fraction to the basic price realized by the finished product.
Thus, the value of the output of the finished product is distrib-
uted over the accounting perids in which it was produced in
proportion to the costs incurred in each period. If the average
levels of prices and costs change from period to period, the
output should be allocated initially using the prices and costs
at the time the production is finished, and then the values of
the work-in-progress thus calculated for eadier periods should
be revalued in proportion to the change in average cost levels
from period to period.
10.104. If the accounts have to be compiled before the production pro-
cess is finished and it is not feasible to make a satisfactory es-
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timate ofthe basic price, additions to work-in-progressmay be
provisionally estimated by the value of the production costs
incurrcd in the period with some mark-up for net operating
surplus or mixed income. hovisional estimates of this kind
may be subse4uently rcvised, if necessary when the relevant
basic prices become known.
10.105. Reductions in work-in-progress take place when the produc-
tion Focess is completed. At that point, all work-in-progress
is hansformed into a finished product. Thus, the entire stock
of work-in-progress carried forward from earlier accounting
perids is recorded as being withdrawn from stock when the
production plocess is finished. If prices and costs have risen,
work-in-p,rogress canied fonvard ftom previors periods must
be revalued using the prices and costs of the period in which
the production is finished. Currcnt losses from work-in-prog-
ress resulting from physical deterioration or tpcunent acci-
dental damage or pilfering should be deducted from the
additions to work-in-progress accruing as a result of the pro-
duction carried out in the same period.
Work-in-pnogress on cultivated assets
10.106. the natural growth of plants, tnees and livestoclc, including
farmed fish, is included within the production boundary when
it is carried out under the direct conhol, responsibility and
management of an institutional unit. In the present conüext it
is necessary to distinguish single-use plants, trees and live-
stock that produce an output once only (when the plants or
hees are cut down or uprooted or the livestock slaughtered)
from hees (including vines and shrubs) and livestock that arc
used rcpeatedly or continuously for morc than one year to pro-
duce outputs such as fruit, nuts, nrbber, millq wool, power,
transportation and entertainment. Work-in-progress may need
to be recorded for both types of crops or livestock.
10.107. trn the casre of single-use plants or livestoclq any such crops or
livestockthat have not yet been harvested or slaughtered at the
end of the accounting period constitute work-in-progress, as
follows:
(a) When accounts are compiled quarterly, the value of the
finished output of an armual crop-i.e., the value of the
grain or other crop actually harvested-may be distrib-
uted overthe quarters in which production has been tak-
ing place in proportion tothe costs incuned each quarter.
the value of the output produced in the quarter in which
the crop is harvested is then equal to the value of the har-
vested crop less the value of the additions to work-in-
progrcss produced in the previous quarters;
(b> If the a@ounts are compiled annually and if the crop
ffiäT"TäilI-T*IääHä#H
sibly under conditions of high inflation;
(c) If the accounts are compiled annually and if the account-
ing year ends in the middle of the crop year, it becomes
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necessary to calculate both additions to, and reductions
of, work-in-progress düing the accounting year. This
does not impln however, that the value of the additions
to work-in-progress for the latest year covered must be
estimated in advance of knowing the value of the har-
vested cnop, as any annual caop sown in year I is likely
to have been harvested by the time the annual accounts
for year t arc compiled and published. In any case, pro-
visional estimates of additions to work-in-progress can
alwaysbe calculated onthebasis of costs plus amark-up
and rcvised when the value of the harvested crop be-
gomes known.
10.108. Changes in work-in-progress for livestock reared for slaugh-
ter, including poultry, may be approximated by changes in the
numbers of such livestockbetween the beginning and the end
of the ac@unting perid multiplied by the average price of the
animals or poultry concerned.
10.109. In the case of trees and livestockthat are intended forrepeated
or continuous use in production and are treated as fixed assets
when they reach maturity, work-in-progress may have to be
calculated in the case of specialist producers of such assets: for
example, breeders of race horses or other special animals.
However, when they are being cultivated or reared for own
use-i.e., produced on own account-the output produced is
classified as gross fixed capital formation (see paragraphs
10.85 and 10.86 above).
Work-in-progress on other faed assefs
l0.l10. Structures and some other fixed assets, such as ships, typically
take a long time to complete and frequently span two or more
accounting periods. However, the output produced each pe-
riod is classified as work-in-progress only when the producer,
and not the eventual user, is the owner of the output produced.
Uncompleted fixed assets that arc being produced on own ac-
oount by theireventual users, and also structures thatarcbeing
produced under a contract of sale agreed in advance, are
treated as being acquired by their users and cannot, thereforc,
be recorded as work-in-progress of the ptoducers.
Finished goods
l0.l l l. Finished goods consist of goods produced as outputs that their
producer does not intend to process further before supplying
them to other institutional units. A good is finished when its
producerhas finished with it, even though itmay subsequently
be used as an intermediate input into other processes of pro-
. duction. Thus, inventories of coal produced by a mining enüer-
, prise are classified as finished products, although inventories
of coal held by 
" 
power station arc classified under maüerials
and supplies. Inventories of batteries produced by 
" 
manufac-
turer of batteries are finished goods, although inventories of
the same batteries held by manufacturers of vehicles and air-
craft arc classified under materials and supplies.
10.112. Inventories of finished goods may be held only by the enter-
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Pdses that produce them. Finished goods entcring or leaving
inventories are valud at the basic prices of thosc goods at the
times the enhies or witMrawals take place. Current losses of
finished goods resulting from physical deterioration or rscur-
rcnt acci&ntal damage or pilfering should be tr€ated in the
same way as with&awals.
Goods for resale
10.113. ftods for rcsale are goods acquired by enterprises, such as
wholesalers or retailers, for the purpose of reselling them to
their customers. Goods forresale are not processed furttrer by
the enüerprises ttrat purctrase them, except for presenting them
for resale in ways that are athactive to their customers. Thus,
goods for resale may be transported, storcd, grad, sorted,
washed, packaged, etc. by their ownets but are not othenvise
transformed.
10.114. Croods forresale entering the inventories of the enterprises are
valued at their actual or estimated purchasers' prices. These
prices include any additional hansportation charges paid to
enterprises other than the suppliers of the goods, but not the
costs of any hansport services produced on own account by
the enterprise taking delivery. Goods aequired by barrcr are
valued at their estimated purchasers' prices at the time of ac-
quisition.
10.1 15. Goods for resale withdrawn from inventories are valued at the
purchasers' prices at which they can be replaced at the time
they are withdrawn as distinct from the purchasets'prices that
may have been paid for them when they were acquired. Re-
ductions in inventories are valued in this way whether the
goods withdrawn are sold at a profit or at a loss, or even not
sold at all as a result of physical deterioration or recurent ac-
cidental damage or pilfering.
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or @Isumption, that do not deteriorate ove,r time under nor-
mal conditions and that arc acquired and held primarily as
stores of value. They are held in the expectation that their
prices, relative to other goods and services, will not decline
ovetr time and poesibly incrcase. In other words, valuables are
expected to hold their value in real terms in the long run, even
though there may be some periods of time when their real
value declines. Valuables consist of:
(a) Precious stones and metals such as diamonds, non-
monetary gold, platinum, silver, etc., held by any
units including enterprises provided that they are not
intended to be used as intermediate inputs into pro-
cesses of prtrduction;
(b) Paintings, sculptures, etc., r*ognized as works of art
and antiques;
(c) Other valuables, such as jewellery fashioned out of pre-
cions stones and metals and collections.
10.117. Acquisitions and disposals of new or existing assetrs in the
form of valuables are recorded in the capital account. Acqui-
sitions are valued at the actual or estimated prices payable by
the units acquiring the assets to the units disposing of the as-
sets plus any associated costrs of ownership transfer incurred
by the units acquiring the assets such as fees payable to expert
valuers, agents, auctioneers, etc. The prices of valuables pay-
able to dealers include their margins, of course. Disposals are
valued at the prices payable by the trnits acquiring the assets
to the units disposing of the assets minus any associated costs
of ownership transfer incurred by the latter. On aggrcgation,
therefore, acquisitions less disposals of valuables include
dealers' margins and the costs of ownership transfer on new
and existing valuables, whether the trarrsactions consist of
purchases and sales, barter or capital transfers in kind.
G.
3. Acquiritionr lesr disporalr of yaluables (P.b3|
10.116. Valuables are assets that are not used primarily for production
Gonsumption f fixed capital
10.1 18. Consumption of fixed capital constitutes a negative change in
the value of the fixed assets used for production. It covers both
tangible fixed assets and intangible fixed assets, such as min-
eral exploration costs and software. Consumption of fixed
capital must be measured with reference to a given set of
prices, i.e., the average prices of the period. It may then be de-
fined as the decline, between the beginning and the end of the
accounting period, in the value of the fixed assets owned by
an enterprise, äs ä result of their physical deterioration and
äili,il,TJ'J:il:ffiä:ä"ffi1"#,ffi::"#:
pected from using it in production over the remainder of its
service life. This value is given by the present discounted
value, calculated at the average prices of the period, of the
stream of rentals that the owner of a fixed asset could expect
if it were rented out to producers over the remainder of its ser-
vice life. Consumption of fixed capital is then measured by the
proportionate decline in this value between the beginning and
end of the accounting period.
10.119. Consumption of fixed capital thus measures the decline in the
usefulness of a fixed asset for ptrposes of production. It is a
measure that depends on the productive potential of an asset
over its normal service life. The value of a fixed asset at any
point in time inevitably involves expectations about the fu-
ture, but this is true of virtually all assets including financial
assets and valuables. It is possible to derive reasonable esti-
mates of the consurnption of fixed capital on the basis of the
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averiage service lives of assets and simple assumptions about
the raües of decline of their efficiency in p,roduction over time.
Despiüe elements of uncertainty, producers and usels of fixed
assets have to take views about their values in practice, and
marlcets in which new and existing fixed assetrs are actively
haded provide infiormation that should be taken into account
in calculating consumption of fixed capital. Consumption of
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fixed capital has also to be calculated in respect of major im-
provements to non-ptrcduced assets and costs of ownership
transfer associated with non-produced assets as these add to
the value of such assets and are a component of gross fixed
capital formation. The concept and measurement of the con-
sumption of fixed capital has been explained in chapter VI,
and it is not necessary to go into further detail at this point.
D. Acquisitions less disposals of nonaroduced non-financial assets (P.513)
1.0.120. Non-produced non-financial assets corrsist of land, other tan-
gible assets that may be used in the production of goods and
services, ild intangible assets. Changes in the value of these
assets owned by institutional units resulting ftom transactions
with other institutional units are reco'rd,ed in the capital ac-
count. these assets may be acquired or disposed of by pur-
chase or sale, barter or capital transfer in kind. The changes
recorded in the capital accormt consist of the total values of the
assets acquired during the accounting period less the total
value of the assets disposed of.
l. Acquiritionr lerr disporab of land
l0.l2l. Iind is defined in the System as the ground itself, including:
(a) the soil covering;
(b) Associated surface water;
but ercluding:
(a) Buildings or other stnrcturcs constmcted on the land or
through it-roads, office buildings, tunnels, etc.;
(b) Vineyards, orchards, or other plantations of trees and
any growing sops, etc.;
(c) Subsoil assets;
(ö Non-cultivated biological resornces;
(e) Waterresourees below the growrd.
The associated surface water includes any inland waters-res-
ewoits, lakes, rivers, etc.-over which ownership rights can
be exercised and which qan, thereforc, b the subject of trans-
actions between institutional units.
l}.l22. fire total stock of land is not fixed. For example, it may be mar-
ginally inqeased or decrcased by reclaiming land from the sea
or by erosion by the se,ia. Its quality may also be improved by
clearing forests or rocks and by building dykes, irrigation
ctrannels, or windbreaks, etc. Similarly, its quality may be
damaged by inappropriate agricultural lxle, pollution, natural
disast€rs, oüc. Activities that lead to major imprcvements in the
quantitn quallty or productivrty of land or prevent its deterio-
ration are heated as gross fixed capital formation and shown
scpratcly in the classification. These activities rcprcsent pro-
ductive activity of institutional units that add to the value of
land.
10.123. By convention, all owners or purchasers of land located within
the economic territory are resident institutional units. If an in-
stitutional unit owning land has no centre of economic interest
in the territory a notional resident institutional rurit has to be
created that is deemed to own the land, while the non-resident
unit is deemed to own the notional unit. All transactions
whereby land is acquired or disposed of, therefore, take place
between resident units (except when the boundary of the eco-
nomic territory is itself changed by th" purchase or sale of
land: o.g., the purchase of land by 
" 
foreign govemment that
increases the size of its enclave).
l0.l24. As explained in paragraphs 10.59 and 10.60 above, the costs
involved in the transfer of ownership of land are not included
in the value of land. fire fees payable by the purchaser to sur-
veyors, valuers, estate agents, lawyers, etc., together with any
taxes payable on the transfer of land, arc heated as expendi-
tures on gross fixed capital formation by the purchaser. fire
coresponding fees or taxes payable by the seller also contrib-
ute to gross fixed capital formation as th"y reduce the value of
the seller's negative gross fixed capital formation. ln conse-
quence, acquisitions and disposals of land are recorded at the
same value for both the purchaser and the seller. If the owner-
ship of land is transferred by barter or by a capital transfer in
kind, the same value must be imputed for both parties to the
transaction based on the currcnt market value of the type of
land in question. Assuming that both parties to the transaction
are residents, it follows that, for the economy as a whole, the
aggregate value of total purchases of land must equal the ag-
gregate value of total sales, although this is not generally true
at lower levels of aggregation, such as individual sectors or
sub-sectors. The value of acquisitions less disposals of land is
thus z.eto for the economy as a whole (excluding transactions
that change the boundary of the economic territory itself, as
noted above).
10.125. Buildings, or other structures, ffid plantations are often pur-
chased or sold together with the land on which they are situ-
ated, without separate valnations b"ing placed on the
structures and the land. Even if it is not feasible to obtain sep-
araüe valuations, as may be the case for existing stmctures, it
may be possible to determine which out of the land or the
structurc accounts for most of their combined value and to
classify the transaction as the purchase of land or of a stnrcturc
depending upon which has the greater value. If it is not possi-
ble to determine whether the land or the structure is the more
Capital account
valuable, by convention, the hansaction should be classified
as the purctrasc of a stnrcture, that is, ss groos fixed capital for-
mation. Asimilar principle holds for plantations.
2. Aoquiritionr lrlr dilporlb of othcr
trngibh norproduced mntr
10.126. In practice, thee consist of acquisitions less disposals of sub-
soil assets. Subsoil assets consist of known depositrs of coal,
oil, gas or othet fuels and metallic orss, and non-metallic min-
erals, etc., that are located below or on the earttr's surface, in-
cluding &posits under the sea. The transactions recorded in
the capital account refer, of coursc, only to those subsoil assetrs
ove,r which owtership rights have been established. In most
ciases, subsoil assets may be owned separately from land
below which th"y are located, but in other cases the law may
stipulate that the ownership of the subsoil assets is inseparably
linked to that of the land.
l0.l27. the hansactions in subsoil assets recorded in the capital ac-
count rcfer to acquisitions or disposals of deposits of subsoil
assets by purctrascs or sales, barter or transfers in kind; in other
words, they consist of transactions in which the ownership of
such assets passes from one institutional unit to another. Re-
ductions in the value of known reseryes of subsoil assets re-
sulting from their depletion as a result of extracting the assets
for purposes of production are not recorded in the capital ac-
count. However, depletion should be taken into account when
valuing the reserves shown in the opening and closing balance
sheets in which case it is recorded in the other changes in the
volume of assets account.
10.128. Acquisitions and disposals of subsoil assets are recorded and
valued in the same way as transactions in land. By convention,
all owners are resident institutional units, and therefore all
transactions whereby subsoil assets are acquired or disposed
of take placebetween resident units. The acquisitions and dis-
posals exclude the associated costs of ownership transfer.
E. Gapital transferc (D.91
l. Introduction
10.131. Capital transfers receivable and payable are recorded on
the right side of the capital account. Atransfer is defined as
a transaction in whieh one institutional unit provides a
good, service or asset to another unit without receiving in
return from the latter any counterpart in the form of a good,
asset or service (see chapter VIID. Transfers may be made
in cash or in kind as follows:
(a) Acash transferconsists of the payment of money by one
unit to another without any counterpart;
(b) A hansfer in kind consists of the transfer of ownership
of a good or asset (other than cash), the cancellation of
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These costrs are grouped with those for land and classified as
grcss fixed capital formation.
10.129. The owner of subsoil assets, who is often a government unit,
may grant a eoncession or lease to another irrstitutional unit
entitling the latter to extract the asset over a specified period
of time in rehrrn fora series of payments (usually descibed as
rcyalties). This arrangement is similar to a landowner conced-
ing to a terrant the right to exploit the land in rehrn forthe pay-
ment of rents, except that subsoil assets are exhaustible. The
payments are property incomes and recorded as tp,nt in the prt-
mary dishibution of income account. Howeve,r, the holder of
the concession or lease may be entitled, or pennitted by the
owner, to sell the concession or lease to a third party. Such a
salc is recorded in the capital account, but as the sale of an in-
tangible non-produced asset. It is therefore recorded under a
separate heading in the account. Sales of leases on land or
buildings arie treated similarly.
3. Acquisitions lesr disposalr of
intangible non-produced asretr
10.130. Intangible non-produced assets consist of patented entities,
leases or other transferable contracts, purchased goodwill and
other intangible non-produced assets. Such leases are on land,
subsoil assets and residential and non-residential buildings.
The value of the acquisitions or disposals of leases or other
transferable contract recorded in the capital account consists
of payments made to the original orsubsequent tenants orles-
sees when the leases or concessions are sold or transferred to
other institutional units. The value of acquisitions of intangi-
ble non-produced assets include the associated costs of own-
ership transfer incurred by the purchaser while disposals are
valued after deducting the costs of ownership transfer incurred
by the seller. The costs of ownership transfer are a component
of gross fixed capital formation.
a liability or the provision of a service without any
counterpart.
lO.I32. Transfers in cash and in kind may both be divided into current
and capital transfers as follows:
(a) Acapital transfer in kind consists of the transfer of own-
ership of an asset (otherthan inventories and cash) orthe
cancellation of a liability by a creditor, without any
counterpart being received in return;
(b) A capital transfer in cash consists of the transfer of cash
that the first party has rais"d by disposing of an asset, or
assets (other than inventories), or that the second party
is expectd, or required, to use for the acquisition of an
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asset, or assets (other than inventories). The second
party, the recipient, is often obliged to use the cash to ac-
quire an asset, or assets, as a condition on which the
harrsfer is made.
Thus, whether the hansfer is made in cash or in kind, it should
result in a commenstratechange inthe fuiancial, ornon-finan-
cial, assets shown in the balance sheets of one or both parties
to the hansaction. A capital transfer in cash serves a similar
purpose to the actual hansfer of an asset in so far as it should
lead either to a decrease in the first party's assets or an increase
in the second party's assets, orboth. Capital hansfers may also
be distinguished by the fact that th"y tend to be large and in-
fr,equent, but they cannot be defined in terms of size or fre-
quency. Their essential characteristic is that th"y should
involve the disposal oracquisition of assets by one orboth par-
ties to the hansaction.
10.133. Acunent trarrsfer reduces the income and consumption possi-
bilities of the first party and incrcases the income and con-
sumption possibilities of the second party. Current transfers
are thercfore not linlrcd to, or conditional, on the acquisition
or disposal of a tangible fixed asset or assets by one or both
parties to the hansaction. Some cash transfers may be rc-
gaded as capital by one party to the transfer but as current by
the other. For example, the payment of an irrheritance tax may
be rcgarded as the transfer of capital by the taxpayerbut be re-
garded as a currcnt receipt by government becatrse it receives
many such hansfers. Similarly, a large country that makes in-
vestment grants to a number of smaller countries may rcgard
the grants as cunrent transfers even though th"y are specific-
atly intended to finance the acquisition of capital assets. In an
inüegrated system of accounts, such as the SNA, it is not fea-
sible, however, to classify the same hansaction differcntly in
different parts of the system. Accordingly, a transfer should be
classified as capital for both parties everl if it involves the ac-
quisition or disposal of an asset, or assetrs, by only one of the
parties.
10.134. There may be casm in which it is difficult to decide on the ev-
idence available whether to classify a cash transfer as currcnt
or capital. When there is serious doubt, the transfer should be
classified as cunent rather than capital. It should be noted,
however, that the decision as to which way to classify a trans-
ferhas important consequences forthe allocation ofsaving be-
tween sectors and subsectors, ffid possibly between the
economy as a whole and the rest of the world. Other things
b"ing egml, a currcnt hursfer increases the saving of the rc-
cipient and reduces that of the donor, whereas a capital transfer
does not affect the saving of either party. If, thercfore, cash
tansfers arc incorrectly classified between current and capi-
tal, the saving behaviour recorded for the units or subsectors
involved may be misleading for purposes of economic analy-
sis and policymaking.
10.135. A capital hansfer in kind is rccorded when the ownership of
the assct is hansferrcd orthe liability cancelled by the creditor.
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Acapital transfer in cash is recorded when the payment is due
to be made. The transfer of a non-financial asset is valued by
the estimated price at which the asset, whether new or used,
could be sold on the market plus any transport, installation or
other costs of ownership transfer incurred by the donorbut ex-
cluding any such charges incurred by the recipient. Transfers
of financial assets, including the cancellation of debts, ano val-
ued in the same way as otheracquisitions ordisposals of finan-
cial assets or liabilities.
2. Gapitel tuot (D.9f l
10.136. Capital taxes consist of taxes levied at irregular and very in-
frequent intervals on the values of the assets or net worth
owned by institutional units or on the values of assets trans-
ferred between institutional units as a result of legacies, gifts
inter vivos or other transfers. Th"y include the following
taxes:
(a) Capital levies: These consist of taxes on the values of the
assets ornet worth owned by furstitutional units levied at
irregular, and very infrequent, intervals of time. Capital
levies are treated as exceptional both by rurits concerned
and by the government. They may be payable by house-
holds or enterprises. They include betterment levies:
i.e., taxes on the increase in the value of agricultural land
due to planning permission being given by government
units to develop the land for commercial or residential
purposes (Government Finance Statistics (GFS): 4.5);
(b) Tizxes on capital transfers: These consist of taxes on the
values of assets transferrcd between institutional units.
They consist mainly of inheritance taxes, or death du-
ties, and gift taxes, including gifts inter vivos made be-
tween members of the same family to avoid, or
minimize, the payment of inheritance taxes. They do not
include taxes on sales of assets as these are not harrsfers
(GFS: 4.3).
3. InYestment grants (0.921
10. 137. Investment grants consist of capital transfers in cash or in kind
made by governments to other resident or non-riesident insti-
tutional units to finance all or part of the costs of their acquir-
ing fixed assets. The recipients are obliged to use invehnent
grants rereived in cash for purposes of gross fixed capital for-
mation, and the grants are often tied to specific investment
projects, such as large construction projects. If the investment
project continues over a long perid of time, an investment
grant in cash may be paid in instalments. Payments of instal-
ments continue to be classified as capital transfers even
though they may be recorded in a suceession of different ac-
counting periods.
10.138. Investment grants in kind consist of Uansfers of Uansport
equipment, machinery and other equipment by govenunents
Capital account
to ottre't resident or non-resident units and also the diroct prc-
vision of buildings or other structures for resi&nt ff tfen-16-
ident units. Ttrcse may be constuctcd by entcrprises owned by
the donor govcmme,nt oby otherenterpriscs that arc paid di-
rec{ly by the donor government. Inveshlent grants do not in-
clude hansfe'ls of military equipment in the form of weapons
or equipment whose sole function is to firp such weapons, as
these are not classified as fixed assets.
4. 0$rr cepitel tnnrfrn (D.ggl
10.139. Ottrer capital transfers consist of all capital hansfers except
capital taxes and invesünent grants. One notable category in-
cluded herc is the cancellation of debt by mutual agrwment
between the creditor and the debtor. Such a cancellation is
heat€d as a capital bansfer from the crcditor to the &btor
equal to ttre value of the outstanding debt at the time of caneel-
lation" It includes the cancellation of debt owned by non-resi-
dents to residents, and vice vetsa.
10.140. However, the writing offof debt is not a transaction between
institutional units and therefore does not appear either in the
capital ac@unt or the financial account of the System. If the
ereditor accepts such a write off or default, it should be re-
corded in the other changes in the volume of assets account of
the creditor and the debtor. Provisions for bad debt are treated
as book-keeping entries that arc internal to the enterprise and
do not aPPear anywhere in the System. The unilateral rcpudi-
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ation of debt by a dabtqr is alsonot a transac'tion erd is noü nec-
a  a  .  . a
ognized in thc Sysüem
10. 141 " Capital transfer may take various other fotm, of which sorne
exarrrples ere given bclow:
(a) l"lajor paymento in compensation for extensive dam-
ag6 or serious injuries not covered by irnuranee poli-
cies. the paymenb may be awarded by courts of law or
settled out of court. Tlroy may be made to resident or
non-nesident unitrs. Th"y irrclude paymente of compen-
sation for damagGs carsed by major explooions, oil
spillaga, thG eido effects of dru'gn, e:tc;
(ä) Transfc.rrs fr,opgorcrnment units topublielyorprivatcly
ovmed enterprisos to cover large operating deficits ac-
cumulated over hp'o crr morc ycars;
(c) Transfem q*-" ee{rtral govemment to rmits at lower lev-
els of goverrment to cover some, or all, of the costs of
gross fixed capital formation or large expenditurc defi-
cits accumulated over two or more years;
(ö Legacies or large ßifts inter vivos, including legacies to
NPIs;
(e) Hxceptionally large donations by houselrolds or enter-
prise-s to NPIs to finance grass fixed capital formation:
for example, gifts to universities to cover the emts of
building new residential eolleges, libraries, labora-
tories, etc"
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Annex
Gross fixed capital formation a dcosts of ownership transfer
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. t
1. Consider fint the simple example of a newly produc€d fixed
asset that is purchased by a resident @ucer and then im-
mediately sold to another rcsident producer in the qqme coR-
dition and at the same price, excluding costrs of ownCrship
transfer, as that at which it was bought. Assume the prices and
costs involved arie as follows:
Initial purchase
Price paid by the first owner to
the produoer of the asset - 1,000
Costs of ownership hansfer
incurred by the fnst owner := 2OO
First owner's acquisition value !-
1 ,000+200=1 ,2 (X )
Resale of the o,sset
Price paid by the second
ownetr to the fint owner !=
Costs of ownership Eansfer incur-
red by the first owner (seller) =
First owner's disposal value -
1,000
100
1,000-100 = 9(X)
Costs of ownership hansfer incurred
by the second owner (buyer) - 150
Second owner's
acquisition value =3
1,(X)0+ 150= 1,150
the gross fixed capital formation undertaken by ttr" first
owner during the period as a whole is equal to the value of the
acquisition minus the value of the disposak i.e., 1,200-9(X) =
300. The gross fixed capital formation of the second owner is
equal to the value of the acquisition: i.e., 1,150. The total gross
fixed capital formation for the two units together is thercfore
1,450. This is equal to the price of the asset (1,m0) plus the
total costs of owne,rship hansferincurredby bothunits onboth
the initial purchase (200) and resale (250).
2. Assuming the second owner continues to own the asset o the
end of the accounting period, and assuming that no price
changes occur, the value of the asset recorded in the closing
balance sheet of the second owner should equal 1,150, the ac-
quisition valuo, less any onsumption offixod capitrl accruing
betwee,n thc time of acquisition and the end of thc pedod. In
effect, the value of the asset is transferred from the balance
sheet of the first owner to that of second owner adjustcd for
any difiercnces there may happen to be between the costs of
drrnership tnursfer they incur when acquiring the asset. :
I
3. Although the first owner is recorded as undertaking gross
fixed capital formation of 300 during the accounting Period,
no asset is held at the end of the perid. In order to rcconcile
this gross fixed capital formation with the zero valuerecorded
in the closing balance sheet, it is necessary to record a holding
loss of 300 in the revaluation account. This fig,r is equal to
the value obtained by the first owner on disposing of the.t*J
minus the value previously recorded for the acquisition of the
asset. This holding loss is equal to the combined value of the
acquisition and selling costs incurred by the first owner. I:n
practice, no @onomic benefit or return is received from the
first owner's gross fixed capital formation and it has to be writ-
ten offas a holding loss.
4. Before leaving this example, it is worth noting that if the sec-
ond ownerwere to be a non-residentunit, boththeprnctraseof
a movable asset and the associated costs of ownetship transfer
would, of course, be recorded as exports andnot as $oss fixed
capital formation.
5. Consider next the general case in which an existing fixed tt*t
is pruchq".{ by a resident producer and then sold to a second
resident producer in a later accounting Perid. It may also be
illustrated by a nqmerical example. The example, effeetively
an adaptation of the previous example, assumes a quarter of
the initial balance sheet value of the asset has been written off
as consumption of fixed capital by the time the asset is sold:
Wätten down value of the asset
in the first owner's balance sheet, gqO
of whichl
written down value of the
first owner's acquisition costs
Resale of the asset
Priee paid by the second owner
to the first owner
Costs of ownership transfer incurrcd
by the first owner (seller)'
First owner's disposal value
150
750
80
670
Costs of ownership trarrsfer incurred
by the second owner (buyer) 130
Second owner's acquisition value 880
Capital account
The example as$rmes, for simplicity, that levels of prices and
costs rcmain constant ovetr time and that the value of the exist-
ing asset in the first owner's balance sheet is equal to price at
which it can be sold plus the uritüen down value of the original
acquisition costs.
6. In this example, the gtoss fixed capital formation of the first
owner is -670, the disposal value, while that of the second
owner is 880, the acquisition value. fire valueofthe total gross
fixed capital formation forthe two unitrs together is, thercfore,
equal to 210 even though no new assct has been created nor
improvement made. This is equal to the value of the costs of
ownership hansfer incurred by the two units together on the
resale of the asset. fire assct enters the second owne,r's balance
sheet at a value of 880. In effect, the writtendown value of the
asset is hansferred ftom the balance sheet of the first owner to
that of the second owner, adjusted forany differences between
the hansfer costs incuned by the second owner and the writ-
üendown value of the first owner's prcvious acquisition costs.
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No asset rcmains in the balance sheet of the first owner who
incurs a holding loss, thus:
Opening balance sheet
Gross fixed capital formation
Holding loss
900
-670
-230
Closing balance sheet 0
The value of the holding loss is equ"l to that part of the value
of the original transfer costs of the fint ownernot alrcady writ-
ten off, namely 150, plus the value of the first owner's selling
costs, namely 80. As in the previous example, the gross fixed
capital formation attributable to these costs of ownership
transfer does not yield .ny economic benefit or return and re-
sults in a holding loss recorded in the revaluation account. In
practice, it may be ditricult to separaüe holding losses of this
kind from other holding gains or losses due to changes in the
prices of assets over time.

Xl. The financial account
A. Introduction
1 l. 1. The financial account records transactions that involve finan-
cial assets and liabilities and that take place between institu-
tional units and between institutional units and the rest of the
world.l The left side of the account (table 1 1. l. Account III.2)
records acquisitions less disposals of financial assets, while
the right side records incurrence of liabilities less their repay-
ment. Net incurrence of liabilities less net acquisition of finan-
cial assets is equal in value, with the opposite sign, to net
lending/borrowing, the balancing item in the capital account.
In the SNA, financial assets are classified under seven major
categories (the full classification is presented in table ll.2):
F.1 Monetary gold and special drawing rights (sDRs)
F.2 Currency and deposits
F.3 Securities other than shares
B. The role of the financial account
11.3. The financial account is the second of the accounts that deal
with accumulation. From the opening of the accounting period
to the close, all balance sheet changes involving financial as-
sets and liabilities must be accounted for by financial transac-
tions,-(described in this chapter) and by other changes in the
volume of financial assets and revaluations covered in chapter
XII. The financial account is also the final account, in the full
sequence of accounts, that records transactions between insti-
tutional units. The financial account does not have a balancing
item that is carried forward to another account, as has been the
case with all accounts previously discussed. Rather, the net
balance of the financial account is equal in magnitude, but
with the opposite sign, to the balancing item of the capital ac-
count.
I1.4. Net saving is the balancing itern of the use of income account,
and net saving plus net capital transfers receivable/payable
can be used to accumulate non-financial assets. If they are not
exhausted in this way, the resulting surplus is called net lend-
ing. Alternatively, if net saving and capital transfers are not
sufficient to cover the net accumulation of non-financial as-
sets, the resulting deficit is called net borrowing. This surplus
or deficit, net lending or net borrowing, is the balancing item
F.4 l,oans
F.5 Shares and other equity
F.6 Insurance technical reserves
F.7 Otheraccountsreceivable/payable.
Depending upon whether they are assets or liabilities of the
unit or sector in question, these categories are listed on both
sides of the financial account.
11.2. This chapter addresses five issues: (a) the role of the financial
account within the SNA; O) the nature of financial transac-
tions and special cases; (c) the accounting rules for financial
transactions; (d) the classification of financial transactions;
and (e) detailed flow-of-funds tables.
that is carried forward from the capital account into the finan-
cial account.
1 1.5. Some sectors or subsectors are net lenders while others are net
borrowers. When institutional units engage in financial trans-
actions with each other, the surplus resources of one sectorcan
be made available, by the units concerned, for the use of other
sectors. The financial account indicates how deficit, or net
borrowing, sectors obtain the necessary financial resources by
incurring liabilities or reducing assets and how the net lending
sectors allocate their surpluses by acquiring financial assets or
reducing liabilities. The account also shows the relative con-
tributions of various categories of financial assets to these
transactions.
I I .6. The evolution of net lending/borrowing can be seen clearly in
table 10.2, Account III.l. Capital account. In this example,
general government and financial and non-financial coipora-
tions have a deficit or net borrowing requirement, while
householcls and non-profit institutions have surpluses or net
lending capacity. In table I l. l, Account lllz, Financial ac-
count, notr-financial corporations are shown to have a net bor-
rowing requirement of 69. This requirement is financed by
incurring liabilities of 140 and acquiring financial assets of 7 l;
241
e.g
0
o
A
c)
€
€tr
C(l
>'l
otr
e)
E
=
C)
e!
fr{
b
o
a0g
C(l
o
(l)
E
.J(*{
o
t ,
{Jtr
c)
-O € -
c ) c )
a ) E
€ ä
e  a h  I
; F E 2  . E
€ E H Es 6
E : 6 . 8  ä ' E
€€gl€e
E B E.P.E i
H E E b b T L
E . E . E  > . x HF  E  E . : . . : ' FH E ääE.E
eegEEE F ! t Y r - - l
F
- - F
' l =- o F
! - ( \ - ( \  L
€;äEH BE E
t'{ a
rri N
El-ll l*l
'iF.l.*r.[['ii.:..':ii|.ii...:ii::ti:...
.iEilil-ii:iliiiliiiiiili.*i.l'iiii
F*Fl -ll l€l
#l"ll -l
ä=l=ll l-
EäEl?ll l=l
se3€l'll lsl
E€Eä€I9II I=I
CN
N
o
ca
\n
ca
$\o
(f)
rn
\o
rn
FI
*
ca
cl
o\
s
o\
$
lC)
Q
$
o
(t)
F
o
(\
F
o
F
F
o
-9 oa
- o 6 )( r l o
> r t rGl 6ts'*
€s
. u F
8 gg €
€8ä aO QHg
'-ES
ö ö
o\\
14
?a
c)
o
tr
cl
€(rl
€tr
sl
rA
{r)
'lt
g
o
q)
'o
E
F
t\
f.:
e{
a)
.o(tt
cls
€
' 6
og
rA
+rtr
,
o
o
o
cl
l.r0)
t+ro
\
fr
.ar)
IA
.g
GI
a0
GI
o
€)t
c)
.1,g
€g
cl
t ,E
=
tr
EHg . =
ts€
E A 0q . E
äEg E
A O
N
9
fr{
ra
€
E
.q
c)
cA
FI
Ä u t
-Eg
q . ä
o €
b F
r'H
6 A
z . E
.8s
6 e
E C )gfr
O G )
.E: ()bE
B"e
Fl !i
r'E
5 =
z . E
=\o
J\
o)
o
trEj
rA
.E
e
- clD
6E
a t
€ -
o o
6 9
E 6
6 o5 t r
( f (  ' -
O E
b F
' A o
r'g
*r C)
2g
\o
f.:
o
c)t(l)(Ag
cl
o
tr
5()
c)+r
c)()
cßrl
L.)IA
ßi
9
frr
arl
b
t
C'
c)|.
c)
.J
o
€
E
GI
rtg
(tl
a
v?
fr
E
o
.J
Iä0
tr
o
Fl
GI
.q
TL
E
c)+r
*
ot
a
a
lh
(i
ra
g
cl
o
Fl
a
fr
E
c)
€
I
a0
tis
N(t'!
t\
Eg
*
o
u)
cf!
fr{
CA
t)
Hs
rA
tr
GI
t
+r
L.
c)t
+r
o
rA
c)
+r
L.
=
o
c)
a
ra
ft:
o\
GI
cn$
Tl
EE.sä€l ll =l
se ä€l ll Rl
e acl l *l
s€l ll =l
#l ll -l
E ä äl ll ul
?a
+r
cA
8.
c)
€
l-.(u
t
+a
o
o\
ol
rr<
7A
+r' a
o
A
o
E,
c)
D
E
e
rAtrE
F
N
N
f.:
o
trE
O
c!
t\
tt
a.)
(A
o
A0)
€
€trGI
o
trB)()
ct
fr{
rAü
n
a
Etr
cl
€
oä0
t(\l
+r
c)tro
fr
o()
+.r
'o
cl
(a-.
o
G)
og
q)ts)
otr
{-r
o
z
+r
c)(A
CA
GI
cl()
tr
cltrrtr
q-r
o
tro
+)
(A
j
trr
o
cl
+r
c)
z
e
s3
R
o
.O
öse
*.sg
q
m
(\I
9
fr{
'lt
E E
6 c |
a- 1a-
- a -
.S! a
E . E
6 t
6 C
E Eg "
l - €
F
F
o
(\
F
o
(v)
F
Cn
tf
F
@
rO
-
q
F
o
\o
s
(fl
(fl
. ; ' : . :  : . :GE
. : ' : . : . : . E :
.:.:.:.:.:o':
. : . : . : ' : . :G l i
:.:.:.:.:.t4I'
. : . : . : . : . :o ) :
E
o
=
c)
c
E
GI
v)
o)
:=
-ct
. g
. E
U)
o)
tt)
c(u
CJ
t,
E
=
o
C)
CJ
ct
(g
' 6
c(tr
c
l!
=
+,
c
=
o
o()
o
q)
u,
. U )
F t 9l p
F . =
F u ,
o 9 l
E ä
. F ä
F ( J
Financial account
the differcnce between the two equals net borrowing. simi-
ladn the household sector, which has a net lending balance of
148, achieves this result by acquiring financial assets of 181
and incurring liabilities of 33. The financial corporations sec-
tor has a net borrowing balance of 5, which is financed by in-
cnrring liabilities of 232 andacquiring financial assets of 237 .
In comparison with other sectors, financial corporations will
generally have small amountrs of net lendingfborrowing.
Table 1lJ- Classification of transactions in financial assets and liabilities
F.1. Monetary gold and SDRS
F.2. Currcncy and depositrs
F.zl Cunency
F.22 Transferable deposits
F.29 Other deposits
F.3. Securities other than shares
F.3l Short-term
F.32 l,ong-term
F.4. [,oans
F.41 Short-term
F.42 l,ong-term
F.5. Shares and other equity
F.6. Insurance üechnical reserves
F.6l Net equity of households in life insurance
reselves and in pension funds
F.611 Net equity of households in life
insurance reseryes
F.612 Net equity of households in
pension fimds
F.62 hepayments of premiums and reserves
against outstanding claims
F.7. Other accounts receivable/payable
F.71 Trade credit and advances
F.79 Other
Memorandum item:
Direct foreign investment
Equity
[.oans
Ottrer
Not,es-Tlre recommended brealdown of items F.2, F.3, and F.4
into (a), (b), or (c) is optional. F.3 may also optionally be
subdivided between scctrrities other than sharcs, excluding
finarrcial derivatives, and financial derivatives.
This pnovides the classification for both trarrsactions in
firrarrcial assets and liabilities and holdings of financial assets and
liabilities in balance sheets.
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However, their transactions in financial assets and liabilities
will be comparatively large as a reflection of theirprimary role
of intermediating between other borowers and lenders by in-
curring liabilities and acquiring financial assets. Net borrow-
els can transact directly with net lenders. For example,
govemments can issue securities in the market; these securi-
ties can be prnchased by households, non-financial corpora-
tions, and the rest of the world. In many other cases, financial
intermediaries have as their special function the creation of a
financial market that indirectly links lenders andborrowers by
incurring liabilities to net lenders through taking deposits or
issuing securities and providing the financial resources thus
mobilized to borrowens. An examination of the financial trans-
actions of the subsectors of the financial corporations sector,
in addition to the those of the consolidated financial sector, is
often useful.
11.7. It is important to note that, for each institutional sector, the fi-
nancial account indicates the types of financial assets utilized
by that sector to incur liabilities and acquire financial assets.
The financial account does not, however, indicate to which
sectors the liabilities are incurred and on which sectors the as-
sets indicate financial claims. A more detailed and complex
analysis of financial flows between sectors is discussed in the
final section of this chapter. This analysis illustrates
debtor/creditor relationships by type of financial asset.
I 1 . 8. In the hypothetical case of a closed @onomy in which resident
institutional units do not engage in transactions with non-res-
idents, the total net lending and total net borrowing of the var-
ious sectors would have to be equal since the net borrowing
requirements of deficit sectors would be met by net lending of
surplus sectors. For the economy as a whole, net lending or
borrowing would have to be zßro. This equality reflects the
syrnmetric nature of financial assets and liabilities described
in paragraph I 1.59 below. When residents engage in transac-
tions with non-residents, the sum of the net lending and net
borrowing of each of the sectors making up the total economy
must equal the economy's net lending to, or borrowing from,
the rest of the world. In table 11. I the total economy has ac-
quired financial assets of 641 and incurred liabilitie.s of 603.
Net borrowing for the total @onomy to the rest of the world is
therefore 38.
Gounterparts of financial transactions
I 1.9. While some entries in the financial account have counterparts
in other accounts of the SNA, other entries take place entirely
within the financial account. In the SNA, most transactions in-
volving the transfer of ownership of a good or non-financial
asset, or the provision of a service or labour, entail a counter-
part entry in the financial account. This most often takes the
form of the exchange of g@&, assets, and services formeans
of payment or claims on future means of payment. As the SNA
records transactions on an accrual basis, any transaction ex-
pected to lead to eventual payment, either in financial assets
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' or in kind, has a counterpart in the financial account. Even
transactions in kind, such as barter sales and transfers in kind,
lead to entries in the financial account when all elements of the
in-kind transaction arc not completed simultaneously.
11.10. The sale of a good, service, or asset may have as its counterpart
a change in currency or transferable deposit. Alternatively, the
counterpart may be reflected in the financial account in a trade
credit or other account receivable/payable. In certain cases, a
transaction may have its counterpart in othertypes of financial
assets, such as the provision of fixed assets for long-term in-
debtedness, and the liability may be evidenced by 
" 
loan orse-
curity. Thus, counterparts involving changes in financial
assets atre r@orded in the financial account for most transac-
tions recorded in other SNA accounts.
11.11. However, in the SNA, many transactions take place entircly
within the financial account. Transactions limited to the finan-
cial account occur whenever one financial asset is exchanged
for another or when a liability is repaid with an asset. For ex-
ample, trade credits are extinguished by exchanging means of
payment. The claim represented by the trade credit no longer
,exists when the debtor provides means of payment to the cred-
, itor. The resulting four entries in the financial account are (a)
the creditor rcduces his holdings of trade credits and incrcases
his means of payment (currency or transferable deposits); and
: 
,O) the debtor reduces his liabilities (in the form of trade cred-
C. Financial transactions
: , : l. The nature of financial transactions and special cases
11.13. All financial transactions between institutional units and be-
tween institutional units and the rest of the world are recorded
I in the financial account. Financial transactions between insti-
tutional units and between institutional units and the rest of the
financial assets, including the creation and liquidation of fi-
nancial claims. As noted above in section B of this chapter, the
creation or other change in ownership of a financial asset may
have its counterpart in other accounts of the SNA, or transac-
tions in the financial account may involve exchanges of finan-
: cial assets or incurrence of new liabilities for other financial
, assets; in these latter cases, all counterparts are recorded
within the financial account.
I 1. 14. Identifying financial transactions requires:
(a) Distinguishing financial assets from non-financial as-
sets (non-financial assets are covered in detail in chap-
ters X and XII);
(b) Distinguishing financial transactions from other
changes that affect the existence, volume, and value of
financial assets covered in this chapter and chapter XII;
and
2U
its) and reduces his financial assets (in the form of means of
payment).
ll.l2. lVhen existing financial assets are exchanged for other finan-
cial assets, all entries take place in the financial aceount and
only affect assets. For example, if an existing bond is sold by
one institutional unit to another on the second"ry market, in
his financial account, the seller reduces his holdings of secu-
rities and increases equally his holdings of means of payment.
The purchaser makes the opposite entries in his financial ac-
count. When a new financial asset is created through the incur-
rcnee of a liability by an institutional unit, all related entries
may also be made in the financial account. For example, a cor-
poration may issue short-term securities in exchange for
means of payment. The financial account of the corporatesec-
tor accordingly shows an increase in liabilities in the form of
securities and an increase in financial assets in the form of
means of payment; the financial account of the purchasing
sector shows a recomposition of financial assets-reduction
in means of payment and an increase in securities. Transac-
tions that are wholly within the financial account involve the
exchange of one asset for another or the simultaneous creation
or reduction of both assets and liabilities. These transactions
change the distribution of the portfolio of financial assets and
liabilities and may change the totals of both assets and liabili-
ties, but they do not change the difference between total finan-
cial assets and liabilities.
(c) Distinguishing transactions in financial assets from fi-
nancial operations involving contingent rather than ac-
tual financial assets.
The remaining paragraphs of this section deal with a number
of these distinctions, as well as with some special cases involv-
ing financial assets.
ll.15. The identification of financial transactions has also become
more difficult because of financial innovation that has led to
the development and proliferation of new and often complex
financial assets and other financial instruments to meet the
needs of investors with respect to maturity, yield, avoidance
of risk, and other factors. Some of these instruments are tied
to prices of commodities, so the distinction between financial
and non-financial transactions may be blurred. The identifica-
tion issue is further complicated by variations in characteris-
tics of financial instruments across countries and variations in
national practices on accounting and classification of insEu-
ments. These factors tend to limit the scope for firm recom-
mendations with rcspect to the treatment of certain
transactions within the SNA. Asubstantial degree of flexibil-
ity in presentation is thereforp appropriate to meet national
needs and to reflect national practices.
Financial ccount
Financial assets
11.16' As explained in the general inhoduction to the accumulation
accotrnts and balance sheets in chapter X, economic assets are
entities over which ownership rights are enforced and from
which economic benefits may be derived by their owners by
holding them, or using them, over a period of time. At a mini-
mum, all financial assets fulfil this definition in that they are
stores of value; some financial assets generate property in-
come and/or possibilities of holding gains. Currency and
transferable deposits are assets because th"y can be used di-
rectly to acquirc goods, services, or other assets. Securities
and shares are assets because benefits may be derived in the
form of property income and holding gains. Most loans gen-
erate Property income, änd trade credits represent a claim on
other financial assets, rnually means of payment such as trans-
ferable deposits. Most financial assets differ from other assets
in the SNA in that there are counterpart liabilities on the parts
of another institutional units, i.e., financial assets consist of
claims on other institutional units. However, financial assets
also include monetary gold, International Monetary Fund
(IMF) special Drawing Rights (sDR), shares in corpora-
tions (which their holders treat much the same as financial
claims), and certain kinds of derivatives. There are no lia-
bilities outstanding in respect of monetary gold and sDR,
while the SNA treats both shares and these derivatives as
liabilities by convention.
Financial claims and obligations
LL.l7 . lvlany tyPes of financial arrangements between transactors are
possible. Financial claims and obligations arise out of contrac-
tual relationships between pairs of institutional units. Many of
these will result in a creditor/debtor relationship between the
two parties. [n most cases, the relationship between the credi-
tor and debtor will be unconditional on the part of both parties.
Clearln in such standard financial assets as deposits, securi-
ties, and loans, the creditor has an unconditional legal contract
to receive property income and repayment of principal, and
the debtor has a syrnmetric unconditional liability. This un-
conditional relationship does not hold, however, for shares
and certain derivative instruments (see paragraphs 11.34 to
11.35 and 11.85 below which otherwise behave as financial
assets and are treated as such in the SNA. In these cases, lia-
bilities are introduced by convention, even though the
"debtor" does not have an unconditional liability. A financial
claim:
(a) Entitles a creditor to receive a payment, or payments,
from a debtor in circumstances specified in a contract
between them; or
(b) Specifies between the two parties certain rights or obli-
gations, the nature of which requires them to be treated
as financial.
11.18. When a debtor accepts an obligation to make future payment
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to a creditor, a claim is created. Usually, the amount that the
debtor must pay to extinguish the liability, and the circum-
stances under which payment may be required, arc also fixed
at the time the claim is created. Claims may also be created by
force of law; in particular, obligations to pay taxes or to make
other compulsory payments will give rise to entries in the fi-
nancial account when the tax is accrued. The qiteria that de-
termine the amounts of interest to be paid have also to be
specified in the contract. Interest is property income, üd pay-
ments of interest do not reduce the amount that the debtor is
obliged to pay to extinguish the claim.
11.19. The variety of forms taken by financial claims is manifested
in a variety of financial assets. Different types of financial as-
sets are devised to meet the differing requirements and finan-
cial circumstances of both creditors and debtors. These assets
and their classification are described in some detail in section
E of this chapter.
Other changes in volume and value
of financial assets and liabifit ies
11.20. Other changes in the volume and value of financial assets take
place during an accounting period without involving transac-
tions between institutional units. All of these otherchanges are
excluded from the financial account, but they must be rc-
corded, either in the other changes in volume of assets account
or in the revaluation account. Some of these changes are dis-
cussed in the following sections.
Monetary goW and SDRs
11.21. The creation or disappearance of monetary gold (referred
to as monetization or demonetization of gold) is-unlike
transactions in already existing monetary gold:-rocorded
in the other changes in volume account. Similarly, transac-
tions in SDRS appear in the financial account, but the pro-
cess (called allocation/cancellation) by which SDRs 4re
created or destroyed is recorded in the other changes in vol-
ume of assets account (see paragraphs 11.65 and 1r.67
below of this chapter and chapter XII).
Valuation
I1.22. Changes in the value of financial assets that result from price
changes or exchange rate changes are recorded in the revalu-
ation account. When there is a change in ownership and an
asset acquired at one price is disposed of at another price, the
transactions are recorded at their respective values in the fi-
nancial account; the disposal value includes the real izedhold-
ing gain or loss (see chapter XII).
Debt operatiotts
11.23. There are a number of circumstances that may lead to reduc-
tion or cancellation, by other than normal repayment, of liabil-
ities. These are treated in various ways in the SNA. A debtor
and creditor may become parties to a bilateral agreement
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(often referred to as "debt forgiveness") that a financial claim
no longer exists. Such an agreement gives rise in the SNA to
the recording of a capital transfer payable/receivable (re-
corded in the capital account at the time the debt forgiveness
occurs) and the simultaneous extinction of the claim (recorded
in the financial account). Changes in claims resulting from
debt assumption or rescheduling should be rcflected in the fi-
nancial account when the terms of the debt contract (maturity,
interest rate, etc.) change, or when the institutional sector of
the creditor or debtor changes, as these are considered new
contractual arrangements. However, all other changes in
plaims resulting from write-offs and write-downs are ex-
cluded from the financial account. Specifically, a creditor may
recogniznthata financial claim can no longerbe collected be-
cause of bankruptcy or other factors and he may remove the
claim from his balance sheet. This recognition Oy th" credi-
tor) should be accounted for in the other changes in volume
account. (The coresponding liability must also be removed
from the balance sheet of the debtor to maintain balance in the
accounts of the total economy.) Unilateral cancellation of a fi-
nancial claim by r debtor (debt repudiation) is not recognized
in the SNA. Write-downs that reflect the actual market values
of financial assets should be accounted for in the revaluation
account. However, write-downs or write-offs that are imposed
solely to meet regulatory or supervisory requirements and do
not reflect the actual market values of those financial assets
should not be recorded in the SNA.
11.24. Arrother debt related operation that is allow"d by generally ac-
cepted accounting principles in many countries and that raises
questions as to how they should be recorded in the SNArelates
to debt defeasance. Debt defeasance allows a debtor (whose
debts are in the form generally of securities other that shares
and loans) to remove certain liabilities from the balance sheet
by pairing irrevocably assets of equal value to the liabilities.
Subsequent o the defeasance, neither the assets nor the liabil-
ities are included in the balance sheet of the debtor, nor, fre-
quently, need they be reported for statistical purposes.
Defeasance may be carried out (a) by placing the paired assets
and liabilities in a trust account within the institutional unit
concerned, or (b) they may be transferred to another statistical
unit. In the former case, the SNA will not record any transac-
tions with respect to defeasance and the assets and liabilities
will not be excluded from the balance sheet of the unit. In the
latter case, the transactions by which the assets and liabilities
are moved to the second statistical unit are recorded in the fi-
nancial account of the units concerned and reported in the bal-
ance sheet of the unit that holds the assets and liabilities.
Therefore, in the SNA, debt defeasance as such never results
in liabilities being removed from the System, although it
sometimes leads to a change in the institutional unit that re-
ports those liabilities.
Contingent assets
11.25. Many types of contractual financial arrangements between in-
246
stitutional units do not give rise to unconditional requircments
either to make payments or to provide other objects of value;
often the arrangements themselves do not have transferable
economic value. These amangements, which arc often rcferred
to as contingencies, arc not actual current financial assets and
should not be recorded in the SNA. The principal characteris-
tic of contingencies is that one ormore conditions mustbe ful-
filled beforc a financial transaction take.s place. Guarantees of
payment by third parties are contingencies since payment is
only required if the principal debtor defaule. Lines of credit
provide a guarantee that funds will be made available but no
financial asset exists until funds are actually advanced. l"etters
of credit are promises to make payment only when certain doc-
uments specified by contract are presented. Underwritten note
issuance facilities (NIFs) provide a guarantee that a potential
debtor will be able to sell short-term serurities (notes) that he
issues and that the bank or banks issuing the facility will take
up any notes not sold in the market or will provide equivalent
advances. The facility itself is contingent, and the creation of
the facility gives rise to no entry in the financial account. Only
if the underwriting institution is requested to make funds
available will it acquire an actual asset, which is recorded in
the financial account.
11.26. For the purposes of the SNA, the treatment of contingencies is
clear. Any payments of fees related to the establishment of
contingent arrangements are treated as payments for services.
Transactions are recorded in the financial account only when
an actual financial asset is created or changes ownership.
However, by conferring certain rights or obligations that may
affect future decisions, contingent anangements obviously
produce an economic impact on the parties involved. Collec-
tively, such contingencies may be important for financial pro-
gramming, policy, and analysis. Therefore, where contingent
positions are important for policy and analysis, it is recom-
mended that supplementary information be collected and pre-
sented as supplementary data in the SNA.
1L.27. Country practices vary in determining which instruments are
considered contingent and which are considered actual assets
to be recorded in the balance sheet. An example, which is
quantitatively important in trade financing, is the bankers'ac-
ceptance. A banker's acceptance involves the acceptance by
financial institutions of drafts or bills of exchange and the un-
conditional promise to pay a specific amount at a specified
date. The banker's acceptance represents an unconditional
claim on the part of the holder and an unconditional liability
on the part of the accepting bank; the bank's counterpart asset
is a claim on its customer. For this reason, the SNA re'com-
mends that the banker's acceptance be treated as an actual fi-
nancial asset even though no funds may have been exchanged.
Flexibility in the application of this riecommendation will be
required to take national practices and variations in the nature
of these instruments into account.
11.28. In a number of financial arrangements, the contract is condi-
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tional on the part of one or both parties, but the arrangement
itself has value because it is hadable. When harrsactions in
such arrangements occur, the transactions should be recorded
in the financial account. These are discussed further in para-
graphs 11.34 to 11.43 below.
2. Exceptionr to general rulet
11.29. Conventions of the SNA or analytical requirements create a
number of exceptions to the general rules described thus far in
this chapüer. These exceptions are discussed in the following
sections.
11.30. The conventions adopted in the SNA result in the ownership
of some non-financial assets b"ing corntrued as the ownership
of financial assets. Specific cases include:
(a) Immovable assets, such as land and structures, &E con-
strued as being owned by residents of the economy
where they are locatd, except when those structures are
owned by foreign government entities and are thus lo-
cated out of the economic territory of the country. When
the owner of such assets is a non-resident, therefore, he
is considered to have a financial claim on a notional res-
ident unit that is construed to be the owner;
(b) Arr unincorporated enterprise that operates in a different
@onomy from the one in which its ownerresidqs is con-
sidered to be a quasi-corporation. That entity is a resi-
dent of the economy where it operates, rather than a
resident of the economy of its owner. The owner of the
enterprise is decmed to own foreign financial assets
equal in value to all the assets, non-financial as well as
financial, belonging to the quasi-corporation.
11.31. When goods are acquired under a financial lease, a,change of
ownetship from the lessor to the lessee is deemed to take place,
even though legally the leased good remains the property of
the lessor, at least until the termiriation of the lease when the
legal ownership is usually transferred to the lessee. The lessee
contracts to pay rentals which enable the le.ssor, over the pe-
riod of the contract, to necover all, or virtually all, of his costs
including interest. Financial leases may be distinguished by
the fact that all the risks and rewards of ownership are, de
facto, transferrcd from the legal owner of the god, the lessor,
to the user of the good, the lessee. This de facto change in own-
ership is financ"d by a financial claim, which is the asset of the
lessor and the liability of the lessee. At the time this change in
ownership occrlrs, the market value of the good is recorded
and counterpart entris, N assets/liabilitiss, ffe made by the
institutional units in the financial account. In subsequent peri-
ods, the actual rental payment must be divided into interest,
which is recorded as property income payable/receivable, and
debt repayment, which is recorded in the financial account and
which reduces the value of the asset of the lessor and the lia-
bility of the lessee. The financial asset should be classified as
a loan (see paragraph I1.82 below).
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11.32. Repurchase agreements are arangements whereby an institu-
tional unit sells securities at a specified price to another unit.
The sale is made under a commihent to repurchase the same
or similar securities at a fixed price on a specified futurc date
(usually very short-term, e.9., overnight or one d"y) or at a date
subject to the discretion of the purchaser. The arrangement ap-
pears to involve two separate transactions in fuiancial assets.
However, its economic nattrrc is similar to that of a collateral-
izdloan in that the puchaser of the securities is providing to
the seller advances backed by the securities for the period of
the agreement and is receiving a return from the fixed price
when the repurchase agreement is reversed. In most cases, the
securities do not change hands and the buyer does not have the
right to sell them, so it is unclear even in a legal sense whether
a change of ownership has taken place. Therefore, in the SNA,
a rcpurchase agreement is treated asi a newly created financial
asset that is not related to the underlying securities.
Repurchase agreements are to be classified under loans unless
they involve bank liabilities and are classified in national mea-
sures of broad moneyi in the latter case, repurchase agree-
ments are classified under other deposits (see paragraphs
I 1.56 and 11.57 below for a discussion of the relationship of
money measures to the SNA).
11.33. Foreign exchange and gold swaps (not to be confused with in-
terest rate or cunency swaps discussed in paragraph 11.37
below) are a form of repurchase agre€ment commonly under-
taken betwecn central banks or between a central bank and
banking institutions in a country. Central bank to central bank
swaps involve an exchange of deposits and, foreach of the two
parties, the acquisition of a financial asset (the deposit at the
foreign central bank) and the incurrence of a liability (the de-
posit by the foreign central bank). Central bankto central bank
swaps should be recorded as transactions in the financial ac-
count. When a central bank acquires foreign exchange from a
domestic bank in return for a deposit at the central bank and
there is a commitment to reverse the transaction at a later date,
ttris transaction should be treated as a new financial instrument
(a loan from the central bank) and recorded as such in the fi-
nancial account.
3. Financial derivatives
11.34. Many of the recently created financial instruments are linked
to a specific financial instrument or indicator (foreign curen-
cies, government bonds, share price indices, interest rates,
etc.) or to a particular conunodity (gold, coffee, sugar, etc.).
The new instruments are therefore often referred to as deriva-
tive or secondary instruments. Since risk avoidance is fre-
quently a motivation for the creation of these instruments, they
are also often referred to as hedging instruments. Some of
these give rise to contingent assets and liabilities and thus are
not included in the balance sheets or financial account trans-
actions. Others give rise to property income flows but, as there
is no underlying transaction in a financial asset, there are no
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entries in the financial account. A third class of derivatives
may involve conditional rights similar to other contingent in-
struments, but these derivatives have market value and arc
tradable; transactions in these derivatives give rise to entries
in the financial account. An exhaustive treatment of deriva-
tives is not possible here, and market innovations would
render such a treatment incomplete or obsolete within a
short period. Nevertheless, some general guidelines can be
given on the basis of existing derivatives, and specific
treatment in the SNA can be recommended for several
broad classes of derivatives.
11.35. The SNAreconunends that derivatives should be treated as fi-
nancial assets and that transactions in them should, in general,
be treated as separate (mainly financial) transactions, rather
than as integral parts of the value of underlying transactions to
which they may be linked as hedges. This is because a differ-
ent institutional unit will be the party to the derivative transac-
tion than is the case for the underlying transaction that is being
hedged. Moreover, the two parties to the derivatives may have
different motives for entering into the transaction. One may be
hedging, while the other may be dealing in derivative instru-
ments or acquiring the derivative as an investment. Even if
both parties are hedging, they may be hedging transactions or
rislcs that involve different financial assets or even transac-
tions in different accounts of the SNA. Therefore, if derivative
transactions were treated as integral parts of other transac-
tions, such treatment would lead to asymmetries of measure-
ment in different parts of the accounts or to asymmetries of
measurement between institutional sectors.
11.36. Any explicit commissions paid to or received from brokers or
other intermediaries for arranging options, futures, swaps, and
other derivatives contracts are treated as payments for services
in'the appropriate accounts. Adjustment payments between
parties to interest rate swaps are treatd, in the SNA, as pay-
ments of interest and classified accordingly. Most commod-
ity-related derivatives contracts are closed out beforc
maturity, and a cash payment is made between the two parties;
this payment does not include an element of service payment
and thus should be recorded within the financial account. For
those commodity-related contracts that do proceed to deliv-
ery, the ensuing transactions should be recorded in the usual
way as a purchase/sale of commodities. All other transactions
associated with derivatives are treated in the SNA as financial
transactions that are entered in the financial account. These fi-
nancial transactions in derivatives will include changes in
margin deposit accounts, purchases and sales of traded op-
tions, warrants and covered warrants, premiums on over-the-
counter (oTC) options, payments and receipts of various
margins on traded futures and options, and all other payments
and receipts relating to investment in derivatives and pay-
ments made or received during the life of a derivatives con-
tract, except those specified before as relating to other
accounts of the SNA.
248
11.37. Swaps arc contractual arangements between two parties who
agree to exchil8e, according to predetermined rules, streams
of payment on the same amount of indebtedness over time.
The two'most prcvalent varieties are interest rate swaps and
curency swaps. lnterest rate swaps involve an exchange of in-
terest payments of different character, such as fixed rate for
floating rate, two different floating rates, fixed rate in one cur-
rcncy and floating rate in another, etc. Currcncy swaps involve
an exchange of specified amounts of two differcnt currencies
with subsequent repayments, which include both interest and
repayment flows, over time according to predetermined rules.
Streams of interest payments resulting from swap drange-
ments are to be recorded as property income and rcpayments
of principal arc to be recorded in the financial account. lVithin
the SNA, the parties to a swap are not considercd to be provid-
ing a service to each other, but any payment to a third party for
arranging the swap should be trcated as payment for a service.
I 1.38. Options are contracts that give the purchaser of the option the
right, but not the obligation, to buy (a "call" option) or to sell
(a "put" option) a particular financial instrument or commod-
ity at a predetermined price (the "strike" price) within a given
time span (American option) or on a given date (European op-
tion). Many options contracts, if exercised, are settled by a
::':Hä1,'J::ilH,'ili:T3,::,'länderrvingasse'[s
I 1.39. There are two basic types of options-traded options and OTC
options. Options are sold or "written" on many types of under-
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pays a premium (the option price) to the seller for the latter's
commitment to sell or purchase the specified amount of the
underlying instrument or commodity on demand of the buyer.
By convention, that commitment is treated as a liability of the
seller and represents the current cost to the seller of buying out
his contingent liability. While the premium paid to the seller
of the option can conceptually be considered to include a ser-
vice charge, in practice, it is usually not possible to distinguish
the service element. Therefore, it is recommended in the SNA
that the full price be recorded as acquisition of a financial asset
by the buyer and as incurrence of a liability by the seller.
11.40. The timing of premium payments on options varies. With
some types of options, premiums are paid when the contracts
begin, when the options are exercised, or when the options ex-
pire. With other types of options, particularly traded options,
parts of the premiums are paid on the d"yr of purchase (the
purchase price) and the remainders are paid if the market
prices of the option decline through the variation margins.
Subsequent purchases and sales of options are also to be re-
corded in the financial account. If an option based on a finan-
cial asset is exercised or if a commodity based option proceeds
to delivery, the transactions are to be recorded in the SNA ac-
cording to the naturc of the transaction. Whenever initial mar-
gin payments and increases or decreases in margin payments
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are repayable, they should be recorded, as both assets and lia-
bilities, under deposits in the financial account. Changes in the
balances on variation margin accounts should be recorded
under deposits. Payments into and withdrawals from these ac-
counts will also be reflected in transactions in the traded op-
tions or futures conhacts to which the variation margin
accounts telaüe, and these payments and withdrawals should
be recorded under hansactions in securities other than shares.
11.41. Wartants are eadable insüuments giving the holder the right
to bun under speified terms for a specified perid of time,
from the issuer of the warrant (usually a corporation) a certain
nurnber of shares or bonds. There are aßo crurency warrants
based on the amount of one curency required to buy another
and cross-crutency warrants tied to third crurencies. Thus,
warrants are a form of options. They can be traded apart from
the underlying securities to which th"y are linked and there-
fore have a market value. In the financial account, the treat-
ment of warrants is the same as that for options, and the issuer
of the warrant is considered by convention to have incurred a
liabilitn which is the counterpart of the asset held by the pur-
chaser and rcpresents the current cost of buying out the
issuer's contingent liability.
D. Accounting rules for financial transactions
l. Valuation
11.44. Transactions in financial assets are r@orded at the prices at
which the assets are acquired or disposed of. These prices
should exclude service charges, fees, commissions, and sim-
ilar payments for services provided in carrying out the trans-
actions; thase should be recorded as payments for services.
Thxes on financial transactions should also be excluded from
the values rscorded in the financial account and treated as
$xes on setrices within taxes on products. In these respects,
care should be taken that the same entry be recorded for both
parties to the transaction. When a financial transaction in-
volves a new issue of liabilities, the transaction should be re-
corded by both creditor and debtor at the amount of the
liability incurred, i..o., exclusive of any fees, commissions,
etc., and also exclusive of any prepaid interest that may be in-
cluded in the price. Similarly, when a liability is reduced or ex-
tinguished, the entries in the financial account for both
creditor and debtor must correspond to the reduction of the li-
ability. When a security is issued at a discount, the proceeds to
the issuer at the time of sale, and not the face value, are re-
corded in the financial account. The difference between the
issue price and the face value is treated as interest that is ac-
crued over the life of the instrument.
11.45. Financial transactions with respect to proprietors' net addi-
tions to the accumulation of quasi-corporate enterprises and
changes in households'claims on insurance enterprises and
pension frmds raise complex issues of valuation that are
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11.42. Transactions with respect to traded financial futrnes, includ-
ing those for equities, interest rates, forcign curre,ncies, com-
modities, etc., are to be recorded in the financial account in a
manner similar to options because the former also have trans-
action value. Non-traded financial futures, which have no
market value, are not to be recorded in the SNA as they are
contingent positions.
11.43. Forward rate agreements (FRA) are anangements in which
two parties, in order to protect themselves against interest ratre
changes, agree on an interest rate to be paid, at a specified set-
tlement date, on a notional amount of principal that is never
exchanged. The only payment that takes place is related to the
difference between the agreed fonvard rate agreementratre and
the prevailing market rate at the time of settlement. The buyer
of the forward rate agreement receives payment from the seller
if the prevailing rate exceeds the agreed rate; the seller re-
ceives payment if the prevailing rate is lower than the agreed
rate. These payments are recorded as property income in the
SNA; as there is no underlying actual asset but only a notional
one, there are no entries with respect to forward rate agreement
in the financial account.
treated in the relevant item under classification of these cate-
gories (paragraphs 11.86 and 11.89 to 11.95 below, respec-
tively).
L1.46. When securities are marketed by issuers through underwriters
or other intermediaries and then sold at higher prices to final
investors, the assets and liabilities should be recorded at the
values paid by the investors. The differences between the
amounts paid by the investors and those received by the issu-
ers should be treated as service payments paid by the issuers
to the underwriters.
2. Time of recording
L1.47. In principle, the two parties to a financial transaction should
record the transaction at the same point in time. When the
counterpart to an entry in the financial account is non-finan-
cial, the time of recording of financial claims is to be aligned
with the time of recording, in the other accounts of the SNA,
the transactions that gave rise to the financial claim. For exam-
ple, when sales of goods or services give rise to a trade credit,
the entries in the financial accounts should take place when the
entries are made in the relevant non-financial account, i.o.,
when ownership of the goods is transferred or when the ser-
vice is provided. Similarly, when accounts receivable/payable
arise from transactions related to taxes, compensation of em-
ployees, and other distributive transactions, the entries in the
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financial account should take place when the entries arc made
in the rclevant non-financial account.
11.48. lVhen all entries relating to a transaction pertain only to the
financial account, they should be recorded when the own-
ership of the asset is transferred. This point in time is usu-
ally clear when the transaction involves the sale of existing
financial assets. When the transaction involves the incur-
rence or redemption of a liability, both parties should re-
cord the transaction when the liability is incurred or
redeemed. In most cases, this will occur when money or
some other financial asset is paid by the creditor to the
debtor or repaid by the debtor to the creditor.
I 1.49. In practice, the two parties of a financial transaction may per-
ceive the transaction as being completed at different points in
time. This is especially true when trade credits or other ac-
counts payable/rcceivable are extinguished by final payments
and there is a lag (float) between the point in time when pay-
ments are made and received. There are several stages at
which creditors and debtors could record a transaction. The
debtor could record the liability as being extinguished when
the check or other means of payment is issued to the creditor.
A substantial period of time may elapse before the creditor re-
ceives the means of payment and records the payment in his
accounts. There may then be further time-lags between pre-
sentation of a cheque to a bank, cheque clearance, and final
settlement of the transaction. Asymmetries in time of record-
ing of this transaction are, therefore, likely to emerge unless
the debtor records his transaction on a "cheques cleared"
basis, a fairly uncommon accounting procedure. A financial
claim exists up to the point that the payment is cleared and the
creditor has control of the funds; this would be the optimal
point in time for recording the transaction. The float, in prac-
tice, may be very large and may affect, in particular, transfer-
able deposits, trade credits, and other accounts receivable; this
effect is especially pronounced in countries where the postal
system and bank clearing procedures are weak. When the float
is significant and accounts for large discrepancies in rcporting,
it will be necessary to develop estimates of the size of the float
in order to adjust the accounts.
3. Baris of recording-netting and consolidation
I 1.50. The degree of netting at which transactions in financial assets
and liabilities should be recorded depends to a great extent on
the analysis for which the data are to be used. In practice, the
degree of netting will depend on how data can be rcported, and
reporting may vary substantially for different classes of insti-
tutional units. If detailed information on financial transactions
is maintained and reported, grosS presentations are possible;
if transactions must be inferred from balance sheet data, a cer-
tain level of netting is inevitable. A number of degrees of net-
ting can be identified:
zffi
(a) No netting or fully gross rcporting in which purchases
and sales of assets arre separately recorded, as are incur-
rcnoes and rcpayments of liabilities;
(b) Netting within a given specific asset, such as subtracting
sales of bonds from acquisition of bonds and redemp-
tion of bonds from new incurrcnces of liabilities in the
form of bonds;
(c) Netting within a given category of assets, such as sub-
tracting all sales of securities other than shares from all
purchases of such assets;
(4 Netting transactions in liabilities against transactions in
assctrs in the same asset category; and
(e) Netting transactions in groups of liability categories
against transactions in assets in the same groups.
I 1.51. In the SNA, transactions are recorded in the financial account
as net acquisition of assets and net incurrence of liabilities. As
the financial account is broken down by main categories of fi-
nancial assets, the de,sirable degree of netting would corre-
spond to paragraph I 1.50 (c) above, netting within a given
category of assets. However, it is clear that, when data are col-
lected on as gross a basis as possible, they can be netted to
whatever degree is necessary for a particular use; when data
are collected net, they cannot be gross"d up. In general, netting
beyond the level described in paragraph 11.50 (c) above
would hinder the usefulness of the financial accounts for trac-
ing how the economy mobilizes resources from institutional
units with positive net lending and transmits them to net bor-
rowers. For detailed flow of funds analysis, gross reporting or
netting at level paragraph I1.50 (b) above would be desirable,
particularly for analysis of securities, but netting at level para-
graph I1.50 (c) above would still provide useful information
on financial flows.
11.52. Consolidation in the financial account refers to the process of
offsetting transactions in assets for a given grouping of insti-
tutional units against the counterpart transactions in liabilities
for the same group of institutional units. Consolidation can be
performed at the level of the total economy, institutional sec-
tors, andsubsectors. Different levels of consolidation will be
appropriate for different types of analysis. For example, con-
solidation of the financial accounts for the total economy em-
phasizes the economy's financial position with the rest of the
world since all domestic financial positions are netted on con-
solidation. Consolidation for sectors permits the tracing of
overall financial movements between sectors with positive net
lending and those with net borrowing and the identification of
financial intermediation. Consolidation only at the subsec-
tor level for financial corporations can provide much more
detail on intermediation and allow, for example, the identi-
fication of the central bank's operations with other finan-
cial intennediaries.
Financial ccount
E. Glassification of financial transactions
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11.53. The SNAclassification of hansactions in financial assets and
liabilities is presented in table ll.2 above. fire same classifi-
cation is used in the balance sheets for stoclcs of financial as-
sets and liabilities. This classification scheme is based
primarily ontwo kinds of criteria: the liquidity of the asset and
the legal clraracteristics that describe the form of the underly-
ing creditor/debtor relationship. The concept of liquidity em-
braces other mone specific characteristics-such as
negotiability, bansferability, marketability or convertibility -
and these characteristics play a major role in determining the
categories, although they are not separately identified in a sys-
tematic way. This classification is designed to facilitate the
analysis of hansactions of institutional units and is a franre-
work for assessing the sources and uses of financing and de-
gree of liquidity for these unitrs.
11.54. the classification requires reporting of asset categories at the
one digit level except for insurance technical reserves (F.6),
which must be divided between net equity of households in
life insurance reserves and in pension funds (F.61) and prepay-
ments of premiums and reseryes agairrst outstanding claims
(F.62) and other accounts receivable/payable (F.7), which
must be divided between trade credits and advances (F,71) and
other (F.79). In the case of currency and deposits, the category
can be suMivided between crurency, transferable deposits,
and other deposits when these subdivisions are useful for anal-
ysis. Secwities other than shares (F.3) and loans (F.4) may be
divided between short- and long-term when such a maturity
distinction is useful.
11.55. The detail in which the classification is employed depends on
the institutional sector to be analysed. The types of financial
assets in which households transact are more limited than
those for other sectots, and sourees of information are gener-
ally more limited than those for other sectors. Financial cor-
porations, or the other hand, transact in the full range of
instruments, and information on their operations is often the
most detailed and timely for any institutional units. Conse-
quentln a detailed breakdown may be developed for financial
corporations. It should be noted that the SNA classification
scheme is considered to be generally applicable as a frame-
work for classifying financial assets and liabilities and pro-
vides a useful basis for international comparison of national
data. hesentation of data for individual countries, however,
must be tailored to meet their analytical needs and to reflect
national practices that include differing institutional anange-
ments, variety in the extent and nature of national financial
markets, varying degrees of complexity of financial assets
available, and varying degrees of regulation and other finan-
cial control exercised. In all cases, the SNArecommends com-
piling and prasenting data at the first-digit level for asset
categories I through 5 and at the two-digit level for categories
6 and 7 (see table ll.2). A substantial amount of flexibility,
particularly with regard to further breakdowns, is thercfore re-
quired to match the classification scheme to national capabil-
ities, resources, ild needs. In particular, firttrer brcalcdownsl
of these categories are desirable for many countries to distin-
guish important types of assets within categories (such as de-
rivatives within securities and deposits and short-term
securities included in measures of money).
Money
11.56 In the SNA, therc is no concept or measure of money within
the classification of financial assets. Money is very important
as a financial variable, but the wide range of ways in which
money is defined in different countries precludes a simple def-
inition within the SNA. Even measures of narrow money,
which generally include currency and transferable deposits,
may be difficult to define as the bound"ry between transfer-
able and non-transferable deposits may not be stable in many
countries. For example, certain financial institutions may start
to provide partial or full checking facilities or to issue bank or
credit cards, for deposit accounts that werc previously not
transferable. As a result of financial innovation, technological
progress in computers and communications, ild the force of
competition, the distinction between transferable and non-
transferable deposits and between the financial institutions
that accept these deposits has become both bluned and unsta-
ble. In addition, few countries find that a stable relationship
exists between narrowly defined money and other target vari-
ables. For these reasons, it may be difficult and not very useful
analytically, at least in some countries, to try to draw a clear
distinction between transferable and non-transferable depos-
its. Therefore, the SNA does not build this distinction into the
classification at the first level. When the financial market is
such that a clear distinction can be drawn, the SNA recom-
mends that the distinction should be made, although it comes
in at the second level of the classification.
11.57 . The composition of broad money ^ ggre9ates varies even more
widely among countries and encompasses many classes of de-
posits and certain categories of short-tenn securities, particu-
larly negotiable certificates of deposit. In addition, many
countries compile a range of money measures, as well as
broader liquidity measures, that include short-term liabilities
of non-financial sectors. Even within a single country innova-
tion, deregulation or technical progress cause definitions of
naffow or broad money to shift over time in rasponse to
changes in financial instruments and the organization of
money markets. It follows that there can be no single concept
of money supply implicit in the SNA. However, this does not
preclude countries from organizing, either as the primary clas-
sification scheme or as a supplementary scheme, their finan-
cial classification and accounts around a specific money
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measure or measures. Such an approach would be very useful
in integrating national accounts and monetary analysis.
Maturity
11.58. The classification de-emphasizes maturity as a basic classifi-
cation criterion. Innovations in financial markets and more ag-
gressive approaches to management of assets and
liabilities-rollovers of short-term instruments, borrowing
through short-term instruments under long-term facilities
such as NIFs, adjustable rates on long-term assets that effec-
tively make them a series of short-term anangements, and
early redemption of callable liabilities-have diminished the
usefulness of a simple short{erm/long-term distinction. In ad-
dition, when maturity analysis is important, such as for analy-
sis of interest rates and asset yields, a breakdown of a range of
maturities may be required. For these reasons, maturity dis-
tinction is recognized as a secondary classification criterion
when relevant and national compilers should determine
whether maturity breakdown is necessary. Short-term is de-
of two years to accommodate national practices, while long-
term is defined as more than one year, or more than two years
to accommodate national practices.
Asset/l iabi lity symmetry
11.59. All financial claims and the associated liabilities constitute fi-
nancial assets and liabilities. However, financial assets also in-
clude certain assets that cannot properly be described as
claims over other designated institutional units when there are
no matching liabilities. There are four such types of asset:
(a) Monetary gold, i.e., gold owned by monetary authori-
ties and others subject to the authorities'effective con-
trol and held as a financial asset and as a component of
foreign reserves;
ered a liability of the IMF (IMF members, to whom
sDRs are allocated, do not have an actual, i.e., uncondi-
tional, liability to repay their SDR allocations);
(c) Shares, other corporate equity securities, and capital
: participation (shares ar€ close substitutes for other fi-
nancial assets frsm the point of view of the investor. The
SNAtreats shares as liabilities by convention. However,
these liabilities do not represent fixed rcdemption val-
ues, as is the case for many other assets, but claims on
the net worth of the corporation);
(ö Certain financial derivatives for which liabilities are at-
tributed by convention to the issuer.
Functional categories
11.60. The classification does not contain functional categories, such
as direct investment, portfolio investment, and ii'te-"tion"l
reserves, that are basic classification criteria for the balance of
2
Payments capital account. In view of the importancc of the
transactions, the classification does provide for a memora
dum item for financial account transactions related to dire
forcign investment relationships. This topic is treated
greater detail in annex II at the end of this manual.
Reserve assets
I 1.61 . Reserve assets consist of those external assets that are readi
available to and controll"d by a country's authorities fordire
financing of international payments imbalances, for indire
rcgulation of the magnitude of such irnbalances through inte
vention in foreign exchange markets to affect their cunency
exchange rate, and for other purposes. Reserve assets con
prise monetary gold, SDRs, reserve position in the IMF, fo
eign exchange assets (consisting of cunency, deposits, ar
securities), and other claims, such as non-marketable clain
arising from arangements between central banks or goven
ments. Reserves must be claims on non-residents but they mu
be denominated in the curency of the creditor or debtor. Od
the central bank and central government can hold reserve
However, not all financial claims held by the authorities c
non-residents are reserves, as reserves must be readily avai
able, i.e., highly liquid.
2. Summary descriptions of transactions
in financia! assets and liabilities
11.62. Seven main categories of financial assets are distinguished i
the SNA and are listed in table 11.2. The contents of each ca
egory are described in detail in later sections.
Monetary gold and SDRs (F.1)
11.63. Monetary gold and SDRs issued by the IMF are assets f(
which there are no outstanding financial liabilities.
I 1.64. Transactions in monetary gold consist of sales and purchase
of gold among monetary authorities. Monetary gold is owne
by monetary authorities or othens subject to their effectiv
control.2 Only gold that is held as a financial asset and as
component of foreign reserves is classified as monetary golt
Therefore, except in limited institutional circumstances, gol
can be a financial asset only forthe central bankorcentral gol
ernment. Purchases (sales) of monetary gold are necorded i
the financial account of the domestic monetary authority as in
creases (decreases) in assets, and the counterparts are recorde
as decreases (increases) in assets of the rest of the worlc
Transactions of other sectors in gold (including non-rreserv
gold held by the authorities and all gold held by financial in
stitutions other than the central bank) are treated as acquisi
tions less disposals of valuables (if the sole purpose is t,
provide a store of wealth) and otherwise as final or intermedi
ate consumption, and/or change in inventories. However, de
posits, loans, and securities denominated in gold are treated a
financial assets (not as gold) and are classified along with sim
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ilar assets denominatd in foreign cumencies in the appropri-
ate category.
I 1.65. If authorities add to their holdings of mone@ gold by acquir-
ing commodity gold, i.o., newly mined gold or existing gold
offered on the private market, or rclease monetary gold from
their holdings for non-monetary purposes, i.e., for sale to pri-
. vaüe holders or users, they are decmed to have monetized or
demonetizd gold, rcspectively. When the authorities acquire
gold, the hansaction is recorded in the capital account as a pos-
itive entry rurder acquisition less disposals of valuables or
change in inventories, ard counterpart entries are recorded in
the accounts of the institutional units or the rest of the world
supplying the gold. lVhennon-monetary gold is acquired ftom
abroad, the entry is recorded wrder imports. Monetization or
demonetization itself does not give rise to entries in the finan-
cial accounts; instead, the change in balance sheet positions is
accounted for by entries in the other changes in volume of as-
sets account as a reclassification, i.o., the reclassification of
gold in inventories or gold as valuables to monetary gold. De-
monetization is recorded symmetrically. If monetary gold is
pledged by the authorities or otherwise used as collateral, no
hansaction is deemed to have taken place, nor has the gold
been demonetizfÄsimply by the pledging. However, as pledg-
ing may affect the gold's usability as a reserve asset, supple-
mentary information, such as that forcontingencies, should be
collected. With respect to the treatment of gold swaps, national
practices vary. Some favour treating them as actual transfers
of ownership while others favour treating such swaps as the
creation of a new financial asset, as is recommended for other
rcpwchase agreements. In the SNA, they should be treated as
new financial assets and classified as loans.
11.66. Monetary gold normally takes the form of coins, ingots, or
bars with a prnity of at least 99511,000; it is usually traded on
organized markets or through bilateral arangements between
c.eptral banks. Thercforc, valuation of transactions is usually
not a problem.
11.67. SDRS are international reserre assets created by the IMF and
allocated to its members to supplement existing reserve assets.
Transactions in SDRS arc recorded in the financial accounts of
the monetary authorities and the rest of the world, respec-
tively. They are not considered liabilities of the IMR and IMF
members to whom SDRS are allocated do not have an actual
(unconditional) liability to repay their SDRS allocations.
SDRs are held exclusively by official holders, which are nor-
mally central banks, and are transferable among participants
in the IMF's Special Drawing RighS Department and other
holders designatedby the IMF (central banks and certain other
international agencies). SDRs represent each holder's assured
and unconditional right to obtain other reserve assets, espe-
cially foreign exchange. The value of the SDR is determined
daily on the basis of a basket of currencies. The basket and the
weights are revised from time to time. Valuation of transac-
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tions in SDRs raises no difficulties since th"y arc used only in
official hansactions with a determined daily exchange rate.
11.68. The mechanism by which SDRs are created (refered to as al-
locations of SDRs) and extinguished (cancellations of SDRs)
is not treated as o:le that gives rise to hansactions in the SNA
but rather to en&ies in the other changes in volume of assets
account
Currency and deposits (F.21
11.69. Ttre total of currency, hansferable deposits, üd other deposits
should always be calculated. If separate data are sonsidered
useful for individual countries, they should be compiled for
each component.
Currency (F.21)
11.70. Currcncy comprises those notes and coins in circulation that
are commonly used to make payments. (Commemorative
coins that are not actually in circulation should be excluded.)
Distinctions should be drawn between national currency and
foreign currencies, i.e., curency that is the liability ofresident
units, such as central banks, other banks and central goyern-
ment, and clurencies that are liabilities of non-resident units,
such as foreign central banks, other banlcs and governments.
All sectors may hold cunency as assets, but only financial cor-
porations and govemment may issue cutrency.
Ttansferable deposits (822)
11.71 Transferable deposits comprise all deposits that arc:
(a) Exchangeable on demand at par, without penalty or tre-
striction;
(b) Freely transferable by check or giro-order; and
(c) Otherwise commonly used to make payments.
Transferable deposits should be cross-classified according to
(a) whether they are denominated in national eurrency or in
foreign currencies, and (b) whether they arc liabilities of resi-
dent institutions gr.the rest of the world.
Other deposits (F.29)
11.72. Other deposits include all claims, other than transferable de-
posits, on the central bank, other depository institutions, gov-
ernment units, and, in some cases, other institutional units that
are represented by evidence of deposit. Tlpical forms of de-
posits that should be included under this classification are
non-transferable savings deposits, term deposits, ild non-
transferable deposits denominated in foreign curencies. The
category also covers shares or similar evidence of deposit is-
sued by savings and loan associations, building societies,
credit unions, and the like; these shares or deposits are legally,
or in practice, redeemable on demand or at rclatively short no-
tice. Claims on the IMF that are components of international
reserves and are not evidenc"d by loans should be recorded in
other deposits. (Claims on the IMF evidenced by loarn should
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be included in loans (F.4.) Margin payments rclated to options
or futures contracts are included in other deposits, as arc over-
night and very short-terrn repurchase agreements if they are
considered part of national broad money definitions. Other
repurchase agreements should be classified under loans. It
will often be useful to cross-classify the other deposits cate-
gory according to: (a) whether the deposits arc denominated
in national currency or in foreign crurencies, and (b) whether
they are liabilities of resident institutions or the rest of the
world.
11.73. Transferable and other deposits may be held by all sectors.
Deposits are most often accepted as liabilities by financial
corporations and general government, but institutional ar-
rangements in some countries perrnit non-financial corpo-
rations and households to accept deposits.
Securities other than shares (F.3)
LI.74. The category of securities other than shares includes bills,
bonds, certificates of deposit, commercial paper, debentures,
tradable financial derivatives, and similar instruments nor-
mally traded in the financial markets. Bills arc defined as se-
curities that give the holders the unconditional rights to
receive stated fixed sums on a specified date; bills are issued
and traded in organized markets at discounts that depend on
the rate of interest and the time to maturity. Examples of short-
term securities are Treasury bills, negotiable certificate of de-
posit, banker's acceptances, and commercial paper. Bonds
and debentures are securities that give the holders the uncon-
ditional right to fixed money incomes or contractually deter-
mined variable money incomes, i.e., payment of interest is not
dependent on earnings of the debtors. With the exception of
perpetual bonds, bonds and debentures also give holders the
unconditional rights to fixed sums as repayments of principal
on a specified date or dates.
ll.7 5. New negotiable securities are often issued backed by existing
assets such as loans, mortgag€s, credit card debt, or other as-
sets (including accounts receivable). This repackaging of as-
sets is often referred to as securitization. The creation of the
new assets gives rise to entries in the financial account and the
new assets should be classified as securities other than shares.
The previously existing assets will continue to be reported on
the balance sheet of the institutional units that hold them.
Loans which have become negotiable de facto should also be
classified under securities other than shares. Preferred stocks
or shares that pay a fixed income but do not provide for partic-
ipation in the distribution of the residual value of an incorpo-
rated enterprise on dissolution are included. Bonds that are
convertible into shares should be classified in this category.
The conveßion option may be viewed as an asset separate
from the underlying security and considered a tradable deriv-
ative. Splitting the value of the transaction between the bond
and the value of the option can be accomplished by reference
to transactions in similar bonds traded without the option.
zil
Mortgages are not classified as bonds; they are included under
loans.
ll.'16. Questions conoerning the treatment in the accounts of zero-
coupon (and other deepdiscounted) bonds and indexed secu-
rities may be raised.
11.77. hro+oupon bonds are long-term securities that do not in-
volve periodic interest payments during the life of the bond;
instead, they are sold at a discount from par value and the full
rcturn is paid at maturity. Deepdiscount bonds pay some in-
terest during the life of the instrument but the amount is sub-
stantially below market interest. For both of these assets, the
differcnce between the discounted issue price and the price at
maturity is substantial. In the SNAthat differcnce is treated as
interest and is recorded as accruing over the life of the bond
rather than when due for payment. This treatment requires that
the differcnce between issue price and the price at maturity be
converted into a series of payments (quarterly or annual) re-
corded as interest (property income). The counterpart of this
interest flow is entered in the financial account, under securi-
ties other than sharcs, and the effect is that the interest is rein-
vested. This treatment allows the costs of providing the capital
to be matched to the periods for which the capital is provided.
I1.78. Index-linked securities ane instruments for which either the
coupon payments (interest) ot' the principal are linked to a
price index, the price of a commodity, or to an exchange rate
index; the objective is to conserve purchasing power or wealth
during a period of inflation in addition to earning interest in-
come. When the coupon payments are index-linked they are
treated entirely as interest income, as is the case with any vari-
able interest rate financial asset. When the value of the princi-
pal is indexed, the issue price of the security is recorded as the
principal and the index payment paid periodically and at ma-
turity is treated as interest. The payment owing to indexation
should be recorded as interest (property income) over the life
of the security, and the counterpart should be recorded under
securities other than shares in the financial account.
11.79. An optional subclassification of securities otherthan shares by
maturity into short-term and long-term should be based on the
following criteria:
Short-term (F,31)
I 1.80. Short-term securities other than shares include those securities
that have an original maturity of one year or less; however, to
accommodate variations in practice between countries, short-
term may be defined to include an original maturity of two
years or less. Securities with a maturity of one year or less
should be classified as short-term even if they are issued under
long-term facilities such as NIFs.
Long+erm (832)
1 I .81 . l.ong-term securities other than shares include those secirrities
that have an original maturity of more than one year; however,
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to accommodaüe variations in practice between countries,
long-term may be defined to include an original maturity in
excess of two years. Claims with optional maturity dat,es, the
latest of which is more than one year away, and claims with
indefinite maturity dates should be classified as long-term.
It.82. An additional optional subclassification of securities other
than shares may be used where financial derivatives arc im-
portant from the point of view of analysis and policy. The total
category "securities other than shares" may be suMivided be-
tween "securities other than shares excluding financial deriv-
atives" and'financial derivatives-.
Loans (F.41
11.83. l.oans include all financial assets that:
(a) 
ff;;::r* 
when creditors lend funds directly to
(b) Arc evidenced by non-negotiable documents; or
(c) For which the lenderreceives no security evidencing the
transaction.
This category includes all loans and advances (apart from
trade credit and advances receivable or payable, see F.71) ex-
tended to business, govemment, and households, etc., by
banks, finance companies, and others. The category includes
futstalment loans, hire-purchase credit, and loans to finance
trade credit. Claims on the IMF that are evidenced by loans
should be included in this category. Repurchase agreements
not included in national broad money definitions, as well as
financial leases and similararrangements, should also be clas-
sified as loans. It is useful to subdivide the category of loans
according to the resident sectors and the rest of the world for
debtors and creditors, respectively. All sectors may acquire as-
sets and incur liabiiities in the form of loans.
Shon-term (E4l)
11.84. Short-term loans comprise loans that normally have an origi-
nal maturity of one year or less; however, to accommodate
variations in practice between countries, short-tern may be
defined to include an original maturity of two years or less. All
loans repayable on demand should be classified as short-term
even when these loans are expected to be outstanding for more
than one year.
I-ong-term (F42)
11.85. Long-term loans comprise loans that normally have an origi-
nal maturity of more than one year, except that, to accommo-
date variations in practice between countries, long-tenn may
be defined to require an original maturity in excess of two
years. It may also be useful to distinguish loans secured by
mortgages from other long-term loans.
Shares and other equity (F.5)
11.86. Shares and other equities comprise all instruments and records
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acknowledging, afterthe claims of all creditors havebeenmet,
claims to the residual value of corporations. Equity securities
do not provide the right to a predetermined income or to a
fixed sum on dissolution of the corporations. Ownership of
equity is usually evidenced by shares, stocks, participation, or
similar documenüs. Prefened stocla or shares, which also pro-
vide for participation in the distribution of the residual value
on dissolution of an incorporated enterprise, are included. It is
often useful to compile data separately for shales that are and
are not quoted on an exchange.
11.87. Shares and other equity includes proprietors' net equlty in
quasi-corporations, as well as shares and equities in corpora-
tions. In the SNA, incorporated enterprises may have their
own net worth in addition to the owners'equity in the corpo-
rations; for quasi-corporations, all net worth is assumed to be
held by the owners. Proprietors'net additions to the equity of
quasi-corporate enterprises are the net additions that owners
of such enterprises make to the funds and other rqsources of
these enterprises. The owners make these additions for pur-
poses of the capital investment of the quasi-corporate enter-
prise. This category is not separately identified under "shares
and other equity". Included under proprietors' net additions
are the net results of actual additions to, and withdrawals from,
the capital of quasi-corporations. The capital consists of funds
for use by the enterprise in purchasing fixed assets, accumu-
lating inventories, acquiring financial assets or redeeming li-
abilities. Transfers by owners of fixed and other assets to the
quasi-corporation are also included. Withdrawals may take
the form of proceeds from sales of fixed or other assets, trans-
fers of fixed and other assets from the quasi-corporation to the
owner, and funds taken from accumulated retained savings
and reserves for the consumption of fixed capital. This cate-
gory excludes cunent withdrawals from and contributions to
the income of quasi-corporations.
11.88. Financial transactions related to immovable assets and unin-
corporated enterprises owned by non residents (see paragraph
I l.30 above) are classified under shares and other equity. In
the case of a quasi-corporation that is a direct investment en-
terprise wholly owned by non-re^sidents (typically the foreign
branch of a corporate or unincorporated enterprise), it is as-
sumed that all of the quasi-corporation's retained earnings are
remitted to the parent enterprise(s) and then reinvested as an
addition to the net equity of the quasi-corporation. It is, of
course, up to the proprietor(s) to make additional investments
in the equity of direct investment enterprises over and above
the amount of the retained earnings or, alternatively, to with-
draw capital. For a direct investment quasi-corporation partly
owned by non-residents, only that portion of the retained earn-
ings proportional to the degree of ownership is imputed to be
paid and reinvested. The same assumptions are made for in-
corporated enterprises, i.e., retained earnings are assumed to
be remitted in proportion to the percentage of the equity
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owned by foreigners and the reinvestment is recorded in this
category.
Insurance technical reserves (F.61
I1.89 Insurance technical reserves are subdivided between net
equity of households in life insurance and pension funds
(F.61) and PrePayments of premiums and reserves against
outstanding claims (F.62). The former category comprises
reserves against outstanding risks and reserves for with-
profit insurance and pension funds; it is subdivided be-
tween net equity of households in life insurance reserves
(F.6ll) and net equity of households in pension funds
(F.612). F.62 comprises prepayment of premiums and rc-
serves held by insurance enterprises (including automobile,
health, term life, accident/injury, income maintenance, and
other forms of non-life insurance) against claims. Reserves
against outstanding risks, reserves for with-profits insur-
ance, and prepayments of premiums are considered to be
assets of policyholders, while reserves against outstanding
claims are assets of the beneficiaries. Insurance technical
reserves may be liabilit ies, not only of l ife or non-life in-
surance enterprises (whether mutual or incorporated) but
also of autonomous pension funds, which are included in
the insurance enterprise sub-sector, and non-autonomous
pension funds which are included in the institutional sector
that manages the funds.
Net equity of households in life insurance
reseryes and pensionfirnds (EGI )
This category is divided between households'claims on life
insurance reserves and on pension funds.
Net equiry of households in
Itfe irsurance resetaes (E6l l)
11.90. Life insurance reserves consist of reserves against outstanding
risks and reserves for with-profit insurance that add to the
value on maturity of with-profit endowments or similar poli-
cies. Although held and managed by insurance enterprises,life
insurance reserves are considered assets of the insured persons
or households and not part of the net worth of the insurance
enterprises. Life insurance reserves are collectively described
as the net equity of households in life insurance reservqs. The
financial account of the SNArecords changes in the net equity
of households in life insurance reserves. Such changes, which
result from transactions in which insurance enterprises or
households engage, consist of additions less reductions.
11.91 Additions to the equity of households in life insurance funds
consist oft
(a) The total value of the actual premiums earned during the
current accounting period;
(b) The total value of the premium supplements (equal to
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the income from the investment of the reserves which is
attributed to policy holding households);
(c) I-ess the service charges for life insurance.
11.92 Reductions in the equity of households in life insurance funds
consist of:
(a) The amounts due to holders of endowment and similar
insurancc policies when they mature, including the bo-
nuses or profits earned on such policies;
(b) The amounts, including bonuses or profits due to bene-
ficiaries, from deaths of insured persons;
(c) Payments due on policies that are surendered before
maturity.
Changes in the net equity of households that occur between
the beginning and end of the accounting period and that result
from nominal holding gains or losses on the reserves invested
by insurance enterprises are recorded in the revaluation ac-
count.
Net equity of households in pension fitnds (F.612)
I 1.93 Pension funds consist of the reserves held by funds established
by employers and/or employees to provide pensions for em-
ployees after retirement. These reserve^s, like reserues against
life insurance, are considered to be assets of households-not
assets of the institutional units that manage them. Therefore,
these reserves are referred to as the net equity of households
in pension funds. The financial account of the SNA records
change in the net equity of households in pension funds. Such
changes, which result from transactions in which the funds or
the households may be involved, consist of additions less re-
ductions.
I 1.94 Additions to the equity in pension funds consist of:
(a) The total value of the actual contributions into pension
funds payable by employees, employers, or other insti-
tutional units on behalf of individuals or households
with claims on the funds;
(b\ The total value of the contribution supplements (equal
to the income earned from the investment of the reserves
of the pension funds which is attributed to participating
households);
(c) Irss the service chargeg for managing the funds.
I 1.95 Reductions in the equity in pension funds consist of:
(a) The total value of the amounts payable to retired persons
or their dependants in the form of regular payments each
week, month, or other period;
(b) The total value of any lump sums payable to persons
when they retire.
I 1.96 Changes in the net equity of households that occur between
the beginning and the end of the accounting period and that re-
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sult from nominal holding gahs or losses on the invested re-
sewes of pension frrnds are recorded in the rcvaluation ac-
count and arc not included in the financial account.
Prepayments of insurance premiums and reseryes
for outstanding claims (862)
11.97 Prepayments of premiums result frorn the fact that, in general,
insurance prcmiums are paid in advance. Insurance premiums
are due to be paid at the start of the period covered by the in-
$nance, ffid this perid does not normally coincide with the
accounting period itself. Thereforc, at the end of the account-
ing Perid wten the balance sheet is drawn up, parts of the in-
sunanoe prcmiums payable dnring the accounting period are
intended to cover risks in the su@uent period. These pre-
payments of premiums are assets of the policyholders and
form part of the insurance technical rcserves. The amounts of
premiums recorded in the accounts as transactions between
policyholders and instrance enterprises consist of the premi-
rurrs earned-those parts of the premiums that are paid in the
cument period or the preceding period and that are intended to
cover risks outstanding during the current period.
11.98 Reserves against outstanding claims are reserves that insur-
ance enterprises hold in order to cover the amounts they expert
to pay out in respect of claims that are not yet settled or claims
that may be disputed. Valid claims accepted by insurance en-
terprises arie considered due forpayment when the eventuality
or accident that gives rise to the claim occurs-however long
it takes to settle disputed claims. Reserves against outstanding
claims are therefore considered to be assets of the beneficiar-
ies and liabilities of the insurance enterprises.
11.99 The financial account of the SNA records changes in prepay-
ments of premiums and reseryes for outstanding claims that
result from transactions between policyholders and insurance
enterprises under the general heading of changes in insurance
technical reservqs. Changes in these reserves resulting from
holdiflg gains or losses are recorded in the revaluation account
and not in the financial account.
0ther accounts receivable/payable (F.7)
Tlade credit and advances (F.71)
11.100 This category comprises:
F. Detailed flow of funds accounts
11.103 The financial account, s prJrsented in table ll.z,records the
net acquisition of financial assets and net incurrence of liabit-
ities for all institutional sectors by type of financial asset. For
each sector, the financial account shows the financial liabili-
ties that the sector incurs to mobilizn financial resources and
the financial assets that the sector acquires. The financial ac-
count thus presents a two-dimensional view of financial trans-
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(a) Trade credit for goods and services extended directly to
corporations, govemment, NPIS, households, and the
rest of the world; and
(ä) Advances for work that is in progress (if classified as
such under inventories) or is to be undertaken.
Trade credits and advances do not include loans to finance
trade credit, which are classified under category 4 in table
ll.2.It may also be valuable to separate short-term trade cred-
its and advances from long-term tmde crcdit and advances by
employing the same criteria used to distinguish between other
short- and long-term financial assets.
Other (F-79)
11. 101 This category includes accounts receivable and payable, other
than those described previously (e.g., in respect of taxes, div-
idends, purchases and sales of securities, rent, wages and sal-
aries, and social contributions). Interest that is accruing on
financial assets may be recorded under various categories in
the classification. In general, interest accruing on securities
other than shares should be recorded as increasing the value of
the security. With respect to interest accruing on deposits and
loans, the recording of interest may have to follow national
practices as to whether the interest is capitalized in the urder-
lying asset. If such interest is not capitali zd,it may be classi-
fied in this category. When accrued interest is not paid when
due on any financial asset, this gives rise to interest arrears. As
accrued interest is already recorded in the accounts under the
appropriate asset or under this category, ro separate entry for
such arreaß is required. When they are important it may be
useful to group all affears of interest and repayment under a
memorandum item. This category does not include statistical
discrepancies.
Memorandum item: direct foreign investment
ll.LOZ Transactions in financial assets and liabilities arising from the
provision of, or receipt of, direct foreign investment are to be
recorded under the appropriate categories listed above in table
11.z,i.e., shares and other equity (category 5), loans (category
4), and other accounts receivable/payable (category 7).How-
ever, the amounts of direct foreign investment included within
each of those categories should also be recorded separately as
memorandum items.
actions-the financial asset or liability involved in the trans-
action and whether the transaction involves an asset or a lia-
bility. This information is very valuable in identifying the
financial assets that net borrowing sectors use to finance their
deficits and the assets that net lending sectors use to allocate
their surpluses. Although the movement of financial flows can
be mapped at this level of recording, the question of who is fi-
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Table ll.3a. Detailed flow of funds (financial assets)
Financial assets of:
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Financial corporations
The rest
ofthe House-
world holds NPISHS
(12\ (1 1) (10)
- - -
Non-
financial
corpor- Central
ations bank
(8) (7)
- -
0ther deposit nstitutions
Deposit 0ther
money deposit
institutions accepting
(6) (5)
Other
financial Financial
inter- auxi-
mediaries liaries
(4) (3)
- -
General
govern-
ment(e)
-
Insurance
c0rpora-
tions and
pension
funds
(2)
-
Total
(1 )
-
Type of claim and debtor
l. Monetary gold and SDRs
2. Currency and deposits
a. Lurrency
i. National
- Residents
- Non-residents
ii. Foreien
b. r*,;Afftf:tTpo,it,
i. In national 
-currency
- Residents
- Non-residents
ii. Forpien crurency
: ft:'"'-*lä,nts
c. Other deposits
i. In nätional currency
- Residents
- Non-residents
ii. Foreisn crurency
: *3:t*:riä,nt,
3. Securities other than shares
a. Short-term
i. Non-financialcorporations
ii. Financialconrorations
iii. Central sovefnment
iv. State anö local sovernment
v. Other resident sEctors
vi. The rest of the world
b. l.ong-t€rm
i. Non-financial corporations
ii. Financial corporaäons
iii. Central sovernment
iv. Sate anil local sovernment
v. Other resident sEctors
vi. The rest of the world
4. Loans
a. Short-term
i. Non-financial corporations
ii. Financialcomorations
iii. Central sovefnment
iv. Stat€ anil local sovernment
v. Other resident iectors
vi. The rest of the world
b. Lone-term
i. Non-financialcortrorations
ii. Financialcorporations
iii. Central soveinment
iv. State anil local government
v. Other resident s-ectors
vi. The rest of the world
5. Shares and other equiff
a. Resident enteröris-es
i. Quoted
ii. Not quoted
b. Non-residententetprises
i. Quoted
ii. Not quoted
6. Insurance technical reserves
6.1 Net equitv of households on
life in3uränce reserves and
on pension funds
6.2 Prejnyments of premiums
and reseryes agamst
outstanding cläims
7. Other accounts receivable and
payable
7.1 Trade credit and advances
a. Non-financial corporations
b. Households
c. Central government
d. State anil local sovernment
e. Other resident iectors
f. The rest of the world
7.2 Other
a. Resident sectors
b. The rest of the world
Memomndum iüems:
Direct investment
Equity
lnans
Other
:inancial account
Iable ll.3b. Detailed flow of funds (financial liabilitiesl
Financial li bilities of:
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Financial corporations
fhe rest
lf the House-
ruorld holds
112) (1 1)
- -
NPISHS(10)
-
Non-
General financial
govern- corpor-
ment ations
(e) (8)
I T
Other deposit nstitutions 0ther
Deposit Other financial
money deposit inter-
institutions accepting mediaries
(6) (5) (4)
- - -
Central
bank
(7)
-
Financial
auxi-
liaries
(3)
-
Insurance
c0rp0ra-
tions and
pension
funds
(2)
Total
(1)
-
Type of claim and creditor
2. Cunency and deposits
a. LluTEncy
i. National
- Residents
- Non-residents
ii. Foreim
b. r*";Afftf3tt:rosits
i. In nationalburrency
- Residents
- Non-rcsidents
ii. Foreien crurency
- !.esidents
- Non-residents
c. Other deoosits
i. In_nätional currency
:frä*?11ä,""
ii. Forpien crurency
:frä'*tlä,,o-
3. Securities other than sharcs
a. Short-term
i. Non-financialcomorations
ii. Financial comorations
iii. Cenhal sovefnment
iv. State anil local sovernment
v. Other resident s-ectors
vi. The rest of the world
b. Lons-t€rm
i. Non-financialcomorations
ii. Financialcomorafions
iii. Central soveinment
iv. State anil local government
v. Other resident sEctors
vi. The rest of the world
4. Loans
a. Short-term
i. Non-financialcomorations
ii. Financial conrorafions
iii. Central sovefnment
iv. State anö local sovernment
v. Other resident s-ectors
vi. The rest of the world
b. Lone-term
i. Non-financialcomorations
ii. Financialcomorations
iii. Central sovefnment
iv. State anil local sovernment
v. Other resident s'ectoß
vi. The rest of the world
5. Shares and other equiw
a. Residententerfrris'es
i. Quoted
ii. Not quoted
b. Non-residententemrises
i. Quoted
ii. Not quoted
6. Insurance technical reserves
6.1 N9t equity of households on
life inburance reserves and
on pension funds
6.2 Prrp"y.ents of premiums
and reserves aqalnst
outstanding cläims
7. Other accounts receivable and
payable
7.1 Trade credit and advances
a. Non-financial cotporations
b. Households
c. Central sovernment
d. State anö local sovernment
e. Other resident s-ectors
f. The rest of the world
7.2 Other
a. Resident sectors
b. The rest of the world
Memorandum items:
Direct investment
Equity
Loans
Other
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nancing whom is not answered. In table ll.l, it is clear that
non-financial corporations incurred liabilities of 140 predom-
inantly in the form of loans (71) and shares and other equities
(69). Financial corporations incurred net liabilities of 232by
using the full range of financial instruments. While the instru-
ment by which the liabilities are incurred is clearly presented
in this aceount, it is not possible to identify the sector that is
providing the funds. Similarly, the net acquisition of financial
asryts can be tracked. Households acquited a net of l8l spread
acloss a range of assets, while financial corporations acquired
nel'financial asseJs of 237,mostly in the form of loans and se-
curities. However, it cannot be determined from this level of
recording to which sectors the financing is being provided.
11.104 For a full understanding of financial flows and the role they
play in the economS it is often important to know more de-
tailed financial relationships between sectors and the financial
ässets by which these relationships are caried out. For exam-
ple, it is often important for the government to know not just
what types of liabilities it is using to finance its deficit but also
which sectors (or the rest of the world) are providing the fi-
nancing. For financial corporations (and those supervising
them), it is important to know not only the composition of fi-
nancial assets (loans and securities) that they have acquired
but also which sectors these arc claims upon. In addition, it is
often necessary to analyse financial flows between subsectors
within a sector (central government financial transactions
with local governments or central bank financial transactions
with depository institutions) and across sector boundaries
(changes in depository institutions'claims on public non-fi-
nancial corporations). Such detailed information is necessary
to understand how financing is being carried out and how it is
changing over time.
11.105" firis more detailed approach is particularly important in spell-
ing out the role that financial intermediaries play in financial
transactions. As was previously noted, financial corporations
often have very small net lending or borrowing balances in
comparison with their volume of transactions in both financial
assets and liabilities. This reflects the basic role of financial in-
termediation of mobilizing financial resources through certain
financial transactions and making these financial resources
available to other sectors in forms suitable to these sectors
through maturi ty/asset transformat ion . Th us, fi nanci a I corpo-
rations play a critical role in directing financing flows from net
lending sectorc to net borrowing sectors and allow lenders to
choose their asset instruments and borrowers their forms of in-
debtedness.
ll.106 To facilitate the more detailed financial analysis just de-
scribed, the SNA contains two tables, tables I l.3a and I 1.3b.
Table ll.3a records transactions in assets cross-classified by
type of asset and by the debtor sector. The sectors transacting
in assets are shown horizontally across the top of the table
while the type of asset, disaggregated by sector of debtor, is
arrayed vertically. Table I l.3b records transactions in liabili-
26r
ties cross-classifi"d by type of liability and by the creditorsec-
tor. Since all financial assets other than monetary gold and
SDRS have an asset/liability symmetry, it would be conceptu-
ally possible to present all debtor/crcditor relationships in a
single table but this would require a table of very many cells,
many of which would be blank. The tables, asi presented, are
merely examples of the type of detail that a country may wish
to develop. Th"y identify the full sectors for households, non-
profit institutions, general government, and non-financial cor-
porations. Subsectors are shown for the financial corporations
to emphasizn, the special role these units play in financial
transactions. For particular analysis or policy purposes, it may
be uscful to break down the other sectors into subsectors as
well. In many circumstances, it will be necessary forexample,
to identify financial transactions of central government or ol
non-financial public corporations. The sector breakdown
under each type of financial asset is suggestive rather than pre-
scriptive. For securities and loans, it is suggested to identify
the debtor sectors (in table I l.3a) as follows: non-financial
corporations, financial corporations, central government,
state and local government, other resident sectors, and the resl
of the world. Alternative breakdowns are illustrated for other
types of assets.
I l. 107 These more detailed flow of funds tables can be used in at leasl
three important areas related to economic policy. Data from
these tables can be used in economic analysis and description
of activity and trends in current periods. They can be used as
an aid to projections in the context of the production of eco-
nomic plans or to assess the effect of current economic poli-
cies, or changes in them, on the future path of the economy.
Th"y can also be used in projects that undertake modelling ol
the economy to study economic behavibur as an aid to the for-
mulation of economic policy. Such studies, of course, would
be complementary to similar work on data from other ac-
counts in the SNA. In particular it is useful, when using the
flow of funds accounts to facilitate the operation of the fi-
nancial system in the economy, to relate these transactions
to the behaviour of the non-financial economy. The capital
and financial accounts provide these links between the
"real" economy and financial activity. Similarly, the flow
of fundr ä."ounts facilitate study of the saving/investment
process, by tracing the channels by which saving reaches
ultimate borrowing, after passing through various financial
institutions and assets.
I1.108 In the policy area,a few examples will illustrate the usefulness
of these tables. Common policy problems faced by many na-
tions include questions such as: Will forcign exchange re-
setves be adequate? How will the central government's deficit
be financed? How will the major non-financial public corpo-
rations be financed and by whom? In each of these examples,
the provision of answers to the questions requires an impact
analysis on various sectons and types of transaction. fire artic-
ulation of the accounts within the flow of funds table facili-
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tatres the analysis and provides a framework in which to assess
the answens.
I 1. 109 In the anca of financial projects, the use of time-series from rcl-
evant parts of the flow of ftrnds tables enables an examination
of the implications of parts of an @onomic plan, including
testing forconsistency of anumberof separately prcpared sec-
tor or market forecasts, and the implications for future finan-
cial hansactions of a particular set of assumptions about futtre
events (e.9., interest tates, exchange rates, growttr, sector sur-
pluse{deficitrs).
11.110 Other policy areas wherc these projections and studies can be
of assistance are in considering the long-term development of
financial markets and irntitutions in the economy and assess-
ments of the need for new types of assets to satisfy the poten-
tial demand of savers and investors requiring access to reliable
liquid assets.
11.111 Thbles ll.3a and ll.3b above should be interpreted as a gen-
eral model, and substantial flexibility should be allowed in
specific country circumstances. In many countries, the dimen-
sions of the tables will be severely constrained by data avail-
ability. It should also be noted that these tables are extensions
of the basic financial account and that adding the third dimen-
sion to the analysis can be done on a selective basis by identi-
fying particular assets or sector (or subsector) relationships for
which this level of detail would be useful.
261
Notes 
,l
I Except when the context requires, the term'frnancial assets'
should be read to include liabilities. The terms *financial as-
sets" and'liabilities" arc used to designate those financial in-
stnrments for which there are transactions in the financial
account; the term "financial instnrment" is broader in cover-
age than "financial asset" as it ineludes various financial con-
tracts and other arrangements, srch as contingencies, that arc
not,actual assets.
2 Monetary gold will normally consist of the gold to which the
central bank and the central government actually hold title. In
some circumstances, other institutional units such as financial
corporations may hold title to gold that can only be sold with
the specific consent of the monetary authorities. ln such re-
stricted circumstances, the concept,of effective control can be
applied to the gold holdings of other units. The same criterion
of eccective control can also be applied to other components
of reserves.

Xll. 0ther changes inassets account
A.
lz.L This chapter is concerned with the recording of changes in the
values of assets, liabilities, and net worth between opening
and closing balance sheets that result from other flows-i.c.,
flows that are not transactions, the transactions being recorded
in the capital account and financial account of the System.
12.2. Although the entries in the other changes in assets accounts do
share the characteristic that they record changes that are not
the result of transactions, the entriss cover very different kinds
of changes in assets, liabilities, and net worth. The first kind
consists of changes that are due to factors such as discoveries
or depletion of subsoil resources, destruction by war or other
0ther changes in the volume of assets account
l. lntroduction
12.4. The other changes in the volume of assets account records the
changes in assets, liabilities, and net worth between opening
and closing balance sheets that are due neither to transactions
between institutional units, as recorded in the capital and fi-
nancial accounts, nor to holding gains and losses. The struc-
ture of the other changes in the volume of assets account,
shown in table 12.1, is similar to that of the other accumulation
accounts. The entries for changes in assets are on the left,
where non-financial assets, both produced and non-produced,
and financial assets are all shown separately. The entries for
changes in liabilities and the balancing item, change in net
worth due to other changes in volume of assets, are on the
right. The balancing item in the account is the sum of the en-
tries for the various categories of changes recorded in the ac-
count.
Functions of the other changes in
the volume of assets account
12.5. In the capital account, produced assets enter and leave the Sys-
tem through acquisition less disposal of fixed assets, con-
sumption of fixed capital and inventory additions,
withdrawals and recunent losses. In the financial account,
most financial assets-claims on other institutional units-
enter the System when the debtor acquires something of value
and accepts the obligation to make payment, or payments, to
the creditor, and they are extinguished when the debtorhas ful-
filled the obligation under the terms of the agreement. Both the
political eventrs or des&uction by natural catastnophes, all of
which actually change the volumc of assets. The second kind
consists of change in the values of assetrs, liabilities, and net
worth due to changes in the level and structure of prices, which
are reflected in holding gains and losses. Thus, the other
changes in assets accounts are subdivided into the other
changes in the volume of assets account and the rcvaluation
account.
12.3. The chapter discusses the two accounts separately, beginning
in each case with an introduction that explains the structure of
the account.
capital and financial accounts also record transactions in ex-
isting assets among the institutional sectors, but, aside from
associated costs of ownership transfer on assets, these acqui-
sitions and disposals merely change the ownership of the as-
sets without changing the total for the economy as a whole
except where the transactions are between residents and the
rest of the world.
12.6. One important function of the other changes in the volume of
assets account, therefore, is to allow certain assets to enter and
leave the System in the normal counee of events. These en-
trances and exits may relate to naturally occurring assets, such
as subsoil assets. Such entrances and exits come about as in-
teractions between institutional units and nature, thus con-
trasting with entrances and exits that come about as a result of
transactions, which typically arcinteractions by mutual agree-
rnent between institutional units. These entrances and exits
may also relate to assets created by human activity, such as
valuables and purchased goodwill or financial assets for
which there is neither an actual nor a notional liability.
12.7 . Asecond function of the account is to record the effects of ex-
ceptional, unanticipated events that affect the economic ben-
efits derivable from assets (and conesponding liabilities).
These events include one institutional unit's effectively re-
moving an asset from its owner without the owner's agree-
ment, an action that is not considered a transaction because the
element of mutual agreement is absent. These events also in-
clude those that destroy assets, such as natural disaster or war.
In contrast, transactions, such as consumption of fixed capital
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Table 12.1. Account l l l .3.1: 0ther changes in volume of assets account
Changes in assets
Total
ec0-
nomy NPISHs
- -
l 0
Finan-
General cial
govern- c0rp0-
ment rations
- -
- 2
Tranrac'tionr and
balrncing itomr
House-
holds
-
s . 1 1
Non-
finan-
cial
c0rp0-
rations
-
t2 AN Non-financial assets
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- 7 - 3 - 2 - 2 AN.I Produced assets
Total
-
l 0
- 7
3
- 9
I
- 2
- 2
- 2
- 4
- l
- 2
l 7
u
4
- 9
- 8
- l
- 2
3
- 9
I
- 2
- 2
- 2
3
- 4
I
- 3
- 3
- 2
- 2
- 2
- 5
- l
I
3
3
K.4
K.7
K.8
K.9
K.t2
K. t2 . l
K.tz.2
K.t2.2r
K.tz.22
Economic appearance of produced assets
Catastrophic losses
Uncompensated seizures
Other volume changes in non-financial assets n.e.c.
Changes in classifications and structure
Changes in sector classification and structure
Changes in classification of assets and liabilities
Monetization/demonetization of gold
Changes in classification of assets or liabilities
other than monetization/demonetization of gold
.. '-- . .
- 4
- l
- 2
- 3
of which:
AN.l I Fixed assets
AN.l2 Inventories
AN.l3 Valuables- 2
- l
- l
t 4 AN.2 Non-produced assetst 7
- . . . -
# . . . ' . . . #
4
- 2
- 2
24
4
- 9
- 8
- l
- 2 - 2
4
- l
- l
24
- 7
- 6
- l
- 4
I
I
K.3
K.5
K.6
K.6l
K.62
K.7
K.8
K.9
K.t2
K. l2. l
K.t2.2
K.t2.22
Economic appearance of non-produced assets
Natural growth of non-cultivated biological resources
Economic disappearance of non-produced assets
Depletion of natural assets
Other economic disappearance of non-produced assets
Catastrophic losses
Uncompensated seizures
Other volume changes in non-financial assets n.e.c.
Changes in classifications and structure
Changes in sector classification and structure
Changes in classification of assets and liabilities
Changes in classification of assets or liabilities
other than monetization/demonetization of gold
t4t 7
of which:
AN.2l Tangible non-produced assets
AN.22 Intangible non-produced assets
AF Financial assets/liabilities
t 7
5
3
2
2
2
7
- 4
2
3
- 2
- 2
- 3
K.7
K.8
K. l0
K. t2
K. l2 . l
K.t2.2
K.t2.2l
K.tz.22
Catastrophic losses
Uncompensated seianres
Other volume changes in financial assets and
liabilities n.e.c.
Changes in classifications and struchre
Changes in sector classification and structure
Changes in classification of assets and liabilities
Monetization/demonetization of gold
Changes in classification of assets or liabilities
other than monetization/demonetization of gold
- 4
7
- 3
- 4
of which:
AF.l Monetary gold and SDRs
AF.2 Currcncy and deposits
AF.3 Securities other than shares
AF.4 loans
AF.s Shares and other equity
AF.6 Instrrance technical resenres
AF.7 Other accounts receivable/payable
- 2
Changes in net worth due to other
changes in volume of asseß
B.10.2
)ther changes inassets account
Changes in liabilities and net worth
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- -
Total
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I
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or change in inventories, allow for normal rates of loss or
destruction.
12.8. A third function of the account is to record changes in classi-
fications of institutional units and assets and in the stnrcture of
institutional units.
12.9. It may be noted that the other changes in the volume of assets
account provide a linkto the emerging environmental satellite
accounts. All of the tangible non-produced assets are natural
assets, and recording their esonomic appeararrce and disap
Pearance is accomplished herc. Motpover, this account pro-
vides a place forrecording environmental degradation to fixed
assets that is not allowed for in consumption of fixed capital.
These features of the System that facilitate its use as a starting
point for envinonmental accounting are discusscd in chapter
xxl.
Categories 0f changes in assets/liabilities and their valuation
l2.t0. The other changes in the volume of assets account shows
changes in assets/liabilities in nine categories:
K.3 Economic appearance of non-produced assets
K.4 Economic appearance of produced assets
K.5 Natural growth of non-cultivated biological resotrces
K.6 Economic disappearance of non-produced assets
K.7 Catastrophic losses
K.8 Uncompensated seizures
K.9 Other volume changes in non-financial assets n.e.c.
K.l0 Other volume changes in financial assets and
liabilities n.e.c., and
K.lz Changes in classifications and structurc.
t2.ll. Most of these entries are specific to produced assets, to
non-produced assets, or to financial assets/liabilities, as
table l2.l indicates. (For convenience, the term *financial
asset" will be used to cover both financial assets and liabil-
ities, except when the context requires liabilities to be re-
ferred to explicitly.) Three entries-catastrophic losses,
uncompensated seizures and changes in classifications and
structure-may in principle apply to any asset. The annex
to chapter XIil may be referenced to see, at the level of de-
tail of the classification of assets and liabilities, all possible
entries provided by the System.
12.12. Many of the entries in the other changes in the volume
of assets account are closely linked to entries in the other
accumulation accounts. Several of the entries are asso-
ciated with transactions in the capital account, for exam-
ple, when an economic appearance is evidenced by a
transaction; a number of others reflect changes in assets
already on the balance sheet, for example, when a fixed
asset is retired prematurely. The application of the gen-
eral principle of valuation applied to transactions-at
the prices observed on the market-is discussed in vari-
?6
oussectionsofchapter X; the general principle of valua
tion applied to stoclcs-valued as if they were being ac
quired on the market on the date to which the balanc
sheet relates-is discussed in chapter XIII, paragraph
13.25 to 13.35. That chapter discusses the use of ot
served prices on the market, the present, or discountec
value of expected future benefits, and current writte:
down values. Some generalizations about the relevanc
of these valuation principles to the categories of flows i:
the account are indicated below:
(a) Economic appearance-that is, when something i
deemed to move inside the asset boundary to ap
pear on the balance sheet-in some cases is associ
ated with a transaction on the market, and tha
transaction can be used to estimate a value. Thi
situation occurs, for example, for purchased good
will, valuables and historic monuments. In a num
ber of other cases the appearance will probabl'
have to be valued, as will the asset in the balanc
sheet, at the present or discounted value of th
stream of expected future benefits from the assel
This approach must be used, for example, for eco
nornic appearance of subsoil assets and of intangi
ble non-produced non-financial assets other thar
purchased goodwill;
(b) Economic disappearance of non-produced assets, cata
strophic losses and uncompensated seizures rcfer to th
effects of exceptional, unanticipated events on assets al
ready within the asset boundary. Thus, the valuation o
the entry in the other changes in the volume of assets ac
count would be the amount recorded for the asset in th
last balance sheet (updated as needed for price changes
if the disappearance was total or some percentage of it i
less than total.
12.13. Each of the categories of the account will be explainer
below, with numerical examples drawn from the entrier
in table 12.l as il lustrations. The subheadings includer
in the text are for convenience only; they are not sub
headings of the classification. The definition of the as
sets and liabilities are provided only to the extent needer
to provide the context for discussing the volume change
for definitions at the level of detail of the classification
reference can be made to the annex to chapter XIII. Val
uation is mentioned when category-specific guidance ir
appropriate. When a category's valuation is clearly tier
to a transaction or to an entry in the balance sheet, refer
ence should be made to the appropriate section in thr
other chapters.
2. Economic eppearsnce of non-produced mrob (K.31
12.14. By definition, non-financial non-produced assets are not cre
ated by pro"esses of production. Thus, they are not among thr
0ther changes inasset accounts
assets that result from gross capital formation, as recorded in
the capital account. Some of these assets occur in nature, and
others come into existence in ways other than through pro-
cesses of production as what may be referred to as constructs
devised by society. The cases below represent the additions to
the volume of these kinds of assets. The term "appearance" is
used to contrast with additions that arc the reult of processes
of production as defined in the System. Table 12.1, Account
III 3.1 shows an entry for economic appearance of non-Pto-
duced assets on the left side of the account for non-financial
corporations, an addition of 24 to the stock of tangible non-
produced assets. Examples of such economic appearance in-
clude changes in proven reserves of subsoil assets and
bringing natural assets under the direct control, responsibility
and management of institutional units.
Gross additions to the level of exploitable subsoil resources
12,15. In the System, subsoil assets are defined as those pnoven sub-
soil reserves of coal, oil and natural gäs, of metallic minerals
or of non-metallic minerals that are economically exploitable,
given current technology and relative prices. The capital ac-
count records acquisitions and disposals among sectors of the
reserves that exist under those conditions. The other changes
in the volume of assets account, in contrast, records increases
and decreases that change the total volume forthe economy as
a whole.
12.16. One way in which the reserves may increase is by the discov-
ery of new exploitable deposits, whether as a result of system-
atic scientific explorations or surveys or by chance. The
definition of subsoil assets points to the other way in which
economic appearance may occur-by change of the condi-
tions. That is, reserves may be increar"d by the inclusion of
deposits for which exploitation may have been previously un-
economic but becomes economic as a result of technological
progress or relative price changes.
Transfers of other natural assets to economic activity
12.17 . The definition of subsoil assets just referred to follows from
application of the guidelines for identifying economic assets
in the System. As explained in the general introduction to the
accumulation accounts and balance sheets in chapter X, eco-
nomic assets are entities over which ownership rights are en-
forced by institutional units and from which economic
benefits may be deriv"d by their owners. Naturally occurring
entities that qualify as economic assets are those that are under
the direct control, responsibility and management of institu-
tional units (see especially chapter X, paragraphs 10.10 to
10.12). Economic appearance is the move to this status.
12.18. Not all land included in the geographic surface area of a coun-
try is necessarily within the System's asset boundary. I-and
makes its appearance in the System, therefore, when it is trans-
ferred from a wild or waste state to one in which ownership
may be established and the land can be put to economic use.
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In addition, the stock of land may b" mrtginally increased by
rpclaiming land from the sea by the construction of dykes, as
described in chapter X. Increases in the stock of land of this
kind are recorded in the other changes in the volume of assets
account.
l2.lg. For other nattnal assets, üia first substantial market appear-
anoe, generally involving eommercial exploitation, is the ref-
enense Point for recolding in this account. For vlrgin forcsts,
gathering firewood is not commercial exploitation, but large-
scale trarvesting of a virgin forest for timber is, and brings the
forest into the asset boundary. Similarly, drawing water from
a natural spring does not bring an aquifer into the asset bound-
ary of the System, but a significant diversion of groundwater
does.
Ouality changes in non-produced assets
due to changes in economic uses
12.20. The System, in general, treats differences in quality as differ-
ences in volume. As explained with respect to goods and ser-
vices in chapter XVI, different qualities reflect differcnt use
values (and in the case of goods and services, different
resource costs). Different qualities arc, therefore, economi-
cally different from each other. The same principle applies to
assets. The quality changes recorded here occur as the coun-
terpart of the changes in economic use that are shown as
changes in classification, as described below-for example,
from cultivated land to land underlying buildings. In this cass,
the asset is already within the asset boundary and it is the
change in quality of the asset due to changes in its economic
use that is regarded as the appearance of additional amounts
of the asset.
Appearance 0f intangible non-produced assets
12.21. Non-financial intangible non-produced assets are constnrcts
devised by society evidenced by legal or accounting actions.
Th"y make their appearance in the System when entities are
patented, transferable contracts are written, or enterprises are
sold at prices that exceed the net worth of the enterprise in
question, etc. The patenting consists of the entity being
granted legal protection by law or judicial decision. The writ-
ing of transferable contracts consists of the coming into force
of a binding agreement that provides some @onomic benefit
that can be passed on to a third party independently of the pro-
vider of that benefit.
12.22. When an enterprise is sold at a price that exceeds its net worth,
this excess of purchase price over net worth is the asset "pur-
chased goodwill." Goodwill that is not evidenced by a
sale/purchase is not considered an @onomic asset: the only
way that goodwill enters the System is for such a purchase to
occur. Two cases must be distinguished. Forthe sale/puchase
of an unincorporated enterprise not treated as a quasi-corpo-
ration, the purchased goodwill represents the excess of the
purchase price of this enterprise over its net worth (derived
System of National Accounts 1993
from its separately identified and valued assets and liabilities).
Conceptually, the entries are as follows. Prior to the sale, the
excess of the purchase price of an enterprise over its net worth
enters the balance.sheet of the seller, via the other changes in
the volume of assets account, as an economic appearanoe of a
non-produced asset so that the enterprise can be sold at its pur-
chase price; this excess is then disposed of by the seller as "dis-
posals of intangible non-produced assets" in the capital
account and acquired by the purchaser as "acquisitions of in-
tangible non-produced assets" in the capital account. The pur-
chased goodwill is then recorded in the closing balance sheet
of the purchaser. For the sale/purchase of a corporation or
quasi-corporation, the purchased goodwill rcpresents the ex-
cess of the purchase price of its shares and other equity over
their value just prior to the sale/purchase. This excess enters
the balance sheet of the seller of shares and other equity prior
to the sale as a trevaluation of a financial asset so that the shares
and other equity can be sold at their purchase price. At the
same time, the purchased goodwill enters the other changes in
the volume of assets account as an economic appearance of an
intangible non-produced asset and is recorded as such in the
closing balance sheet of this corporation or quasi-corporation.
The sales and purchases of the shares and other equity are re-
corded in the financial accounts of the seller and the purchaser.
3. Economic appearance of produced arsetr (K.41
12.23. The produced assets whose appearance is recorded in the other
changes in the volume of assets account are valuables and his-
' toric monuments, the latter included with dwellings and with
otherbuildings and structures in the classification of assets. As
was described in chapter X, they are objects, structures or sites
of significant or special value. The capital account records the
acquisition of valuables and historic monuments as newly
produced goods or as imports, and it records transactions in
existing goods already classified as valuables and historical
monuments. In the case of goods that are not already recorded
in the balance sheets, it is the recognition of a significant or
special value-whether evidenced by a transaction or by the
formal appraisal of a good that remains in its owner's posses-
sion-that is considered an economic appearance to be re-
corded in the othgr changes in the volume of assets account.
These valuables and historic monuments have not already
been recorded in the balance sheets for any of several reasons:
they antedate the accounts, they were originally recorded as
consumption goods, or if structures, they have already been
written off. An entry for economic appearance of produced as-
sets is shown in table l2.l on the left side of the account for
general government, when the government's stock of fixed as-
sets increases by 3, reflecting the recognition of the historic
significance of a monument.
L2.24. For valuables, such as prccious stones, antiques and other art
objects, when the high value or artistic significance of an ob-
ject not alrcady recorded in the balance sheet is finst recog-
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nized,it is classified as an economic appearance. Hitherto, the
object may have been of little value and not considered an
asset. For example, a piece ofjewellery might have been con-
sidered an ordinary good whose purchase would be included
in household final consumption expenditurc were it not to
make its appearance as a valuable because it was made of pre-
cious metals or stones. Such an appearance would be recorded
for the valuable in the other changes in the volume of assets
account, even though it is immediately the subject of a hans-
action recorded in the capital account.
12.25. For historic monuments, when the special archaeological, his-
torical, or cultural significance of a structure or site not already
recorded in the balance sheet is first recognizeÄ,it is classified
as an seonomic appeariance and reconded in the other changes
in the volume of assets account. For example, such recogni-
tion might be accorded an existing structurc or site that is fully
written off and thus no longer recorded in the balance sheet.
Such recognition would also refer to quality changes in struc-
tures and sites that are already within the asset boundary be-
cause they are new oronly partially written off; the counterpart
entry in changes in classification may not be observable, how-
ever, at the level of detail in the classificatiorr of assets. The
structure or site is immediately the subject of a transaction re-
corded in the capital account.
4. taturel growth of non-cultivated biological
re3ources (K.5|
12.26. The natural growth of non-cultivated biological nesources-
natural forests, fishstocks, etc.-may take various forms: a
stand of natural timber may grow taller, or fish in the estuaries
may become morc numerous. Although these resources arc
economic assets, growth of this kind is not under the direct
control, responsibility and management ofan institutional unit
and thus is not production. The incrcment in the asset must
then be regarded as an economic appearance, and it isrecorded
in the other changes in the volume of assets account. Thble
l2.l shows an entry for natural growth of non-cultivated bio-
logical resources on the left side of the account for general
goverrrment, reflecting growth of 4 in, for example, natural
forests owned by government.
12.27 . In principle, natural growth should be recorded gross, and the
depletion of these resources should be recorded as an eco-
nomic disappearance, as described below. This recording
would be consistent with the separate recording of acquisi-
tions and disposals described, for example, h the capital ac-
count. In practice, however, many countries will record
natural growth net because the physical measures that arc
likely to be the only basis available for the reording are, in
effect, net measutres. These measurres may be used in eonjunc-
tion with a market price for a unit of the asset to estimate the
value of the volume change to be recorded.
Other changes inasset accounts
5. Economic dirappearence of nonaroduced asetr (K.61
12.28. The capital and financial accounts provide thrce ways in which
an asset can leave the System: through consumption of fixed
capital, through withdrawals and rccurent losses of invento-
ries, and through extinguishing financial claims under the
terms of the conhactual agreements that created them. None of
these apply to non-financial non-produced assets. fire other
changes in the volume of assets account records the departrres
of these assetrs in another way-economic disappearance. One
form of economic disappearance is depletion. In table lZ.l,en-
hies for depletion of natural economic assets arc shown on the
left side ofthe accounts fornon-financial corporations andgen-
eral government, rcflecting depletion of mineral reserves or
other nattual assets owned by non-financial corporations (-
6)and by general government e). Economic disappearance
can talce other forms as well, for example, reductions in the
level of proven reserves that rcflect changes in technology and
rclative prices or degradation of land and wildlife ftom im-
proper agricultural practices. In table 12.1, other economic
disappearance of non-produced assets is illustrated by an
entry of - I on the left side of the account for non-financial
corPorations, reflecting such events as revisions in esti-
mated proven reserves.
Depletion of natural economic assets (K.611
12.29. The depletion of natural deposits covers the reduction in the
value of deposits of subsoil assets as a result of the physical
rcmoval and using up of the assets.
12.30. In principle, the depletion of natural forests, fishstocks in the
open seas and other non-cultivated biological resources in-
cluded in the asset boundary as a result of harvesting, forest
clearance, or other use should be included here, as should the
depletion of water rcsources.
0ther economic disappearance of non-produced assets (K.o2l
Other reductions in the level of exploitable
subsoil resources
12.31. The changes recorded here arc the negative counterparts of
gross additions to the level of exploitable subsoil resources
that result from reassessments of exploitability because of
changes in technology or relative prices. In practice, only net
additions may be available, and these will be recorded under
economic appearance of non-produced assets.
Quality change in non-produced assefs
due to changes in economic uses
12.32. The changes recorded here are, for example, decreases in the
value of land that arc the counterpart of the changes in land use-
for example, from cultivated land to communal grazing land-
rccorded as changes in classification, as described below. This is
symmehical with the quality changes rccorded under economic
appearance of non-produced assets, as described above.
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Degradation of non-produced assefs due to
economic activity
12.33. All degradation of land, water resources and other natural
assets from economic activity is recorded in the other
changes in the volume of assets account. The degradation
may be either ordinaü, recurring-and, therefore, antici-
pated-deterioration resulting from economic activity or
less predictable erosion and other damage to land from de-
forestation or improper agricultural practices, the harmful
effects on fishstocks of acid rain or excess nutrients from
agricultural run-off, etc.
Write-off and cancelhtion of purcltrced goodwill,
transferable contracts, etc., and exlnustion of patent
protection
12.34. Just as the appearance of intangiblenon-produced assets is re-
corded in the other change in the volume of assets account, so
is their write-off, termination, or exhaustion. For purchased
goodwill, amortization should be recorded over a period of
time after the purchase of an enterprise, following country ac-
counting standards; the exhaustion of patent protection should
be rerorded over the duration of the patent.
6. Gatartrophic losses (K.71
12.35. Consumption of fixed capital, recorded in the capital account,
is intended to cover normal accidental damage to the various
categories of fixed assets, including cultivated assets.
Changes in inventories include recunent losses on goods held
in inventory. Elsewhere in the other changes in the volume of
assets account, depletion of non-produced natural assets cov-
ers nornal rates of extraction, harvestirg, etc., and degrada-
tion of non-produced assets covers damage due to economic
activity. The volume changes recorded as catastnophic losses in
the other changes in the volume of assets accoun! however, are
the result of large scale, discreüe, and recognizable events that may
deshoy assets within any of the caüegories of assets. Täble l2.I
shows enfries for catashophic losses on the left side of the ac-
counts for general govemment and non-financial corporations,
reflecting damage resulting ftom a major earthquake, fior eXilr-
ple. These c losses are shown for produced assets-
fixed assets (a) and inventories Cl) - held by non-financial
corporations C5 in all), to fixed produced assets held by general
government (-1), and to tangible non-produced assets, such as
natural forests, held by general govemment (-2).
12.36. Such events will generally b" easy to identify. They include
major earthquakes, volcanic eruptions, tidal waves, excep-
tionally severe hurricanes, drought and othernatural disasters;
acts of war, riots and other political events; and technological
accidents such as major toxic spills or release of radioactive
particles into the air.
12.37. Included here are such major losses as deterioration in the
quality of land caused by abnormal flooding or wind 
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destruction of cultivated assets by drought oroutbreaks of dis-
ease; destruction of buildings, equipment or valuables in for-
est fires or earthquakes; and the accidental destruction of
cunency or bearer securities as a result of natural catastrophe
or political events.
7. Uncompenseted seizuror (K.81
12.38. Governments or other institutional units may take possession
of the assets of other institutional units, including non-resident
units, without full compensation for reasons other than the
payment of taxes, fines, or similar levies. The seizures of as-
sets by governments or other institutional units may contra-
vene national, or international, law. Such seizures are not
capital transfers recorded in the capital account.
12.39. If the compensation falls substantially short of the market or
related values of the assets as shown in the balance sheet, the
difference should be recorded in the entry for uncompensated
seizures of assets, as an increase in assets for the institutional
unit doing the seizing and a decrease in assets for the institu-
tional unit losing the asset. Thble l2.l illustrates the recording
of such uncompensated seizures, when goverrrment seizes as-
sets from corporations. The left side of the account for general
government records increases in holdings of produced fixed
assets (1), tangible non-produced'assets (4) and securities
other than shares (3). The left side of the account for non-
financial corporations records decreases in holdings of pro-
duced fixed assets (- I ) and tangible non-produced assets
(-4), and the left side of the account for financial corpora-
tions records decreases in holdings of securities other than
shares (-3).
12.40. It should be noted that foreclosuries and repossessions of
goods by crcditors are not treated as uncompensated seizures.
Th"y are treated as transactions-disposals by debtors and ac-
quisitions by creditors-because, explicitly or by general un-
derstanding, the agreement between debtor and creditor
provided this avenue of recourse.
8. Other volume changes in non-financial
assets n.e.c. (K.91
I2.4L The other changes in the volume of assets account also sys-
tematically records the effects of unexpected events on the
economic benefits derivable from assets, especially the ef-
fect of events not anticipated when allowances were spec-
ified for the consumption of fixed capital-which reflects
normal rates of physical deterioration, obsolescence and
accidental damage-or for normal rates of inventory
shrinkage. These events include untimely retirements of
fixed assets because of unforseen obsolescence, fragility,
etc., and exceptional losses in inventories. In practice it
may be difficult to distinguish among the categories shown
below.
12.42. Although most of the examples given above of items to be re-
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corded here arc decreases in assets, the illustration of other
volume changes in non-financial assets n.e.c. given in table
l2.l is the entry of I on the left side of the account for non-fi-
nancial corporations, which represents an increase in holdings
of fixed assets. Such an increase could come about, for exam-
ple, to restore to the System an asset that remains in productive
use even though it has been fully written offthrough cornump-
tion of fixed capital, as explained in more detail in paragraph
12.48 below.
Unforeseen obsolescence
12.43. Consumption of fixed capital does not cover unforeseen ob-
solescence in these assets, and the amount included for their
normally expected obsolescence may fall short of the actual
obsolescence. Entries must, thereforc, be made in the other
changes in the volume of assets account for the decline in the
value of the fixed assets-whether a complete orpartial write-
off-resulting from the introduction of improved technology.
The improvement may take the form of improved models of
the asset orof a new production process that no longerrequires
the asset.
Differences between allowances included in consumption
of fixed capital for normal damage and actual losses
12.44. Consumption of fixed capital does not coverunforeseen dam-
aga, and the amount included for their nornally expected
damage may fall short of (or exceed) the actual damage. For
the economy as a whole, this difference should normally be
small; for individual units this difference is normally signifi-
cant and may fluctuate in sign. Adjustments must thercfore be
made in the other changes in the volume of assets account for
the decline (or increase) in the value of the fixed assets due to
these events. These losses are larger than normal, but are not
on a scale sufficiently large to be considered catastrophic.
Degradation of fixed assets not accounted
for in consumption of fixed capital
12.45. Consumption of fixed capital does not cover unforeseen envi-
ronmental degradation in these assets. Entries must, thercfore,
be made in the other changes in the volume of assets account
for the decline in the value of the fixed assets from, for exam-
ple, the effects of acidity in air and rain on building surfaces or
vehicle bodies.
Abandonment of production facilities before compfetion or being
brought into economic use
12.46. Production facilities with long construction periods may
cease to have an economic rationale before they are com-
plete or are put into service. For example, some nuclear
power plants and industrial sites, especially in formerly
centrally planned economies or developing countries, may
never be put into service. When the decision to abandon is
made, the value of the fixed asset (or in some case, work-
Other changes inasset accounts
in-progress inventories, as explained in chapter X), as re-
corded in the balance sheet should be written off in the other
changes in the volume of assets account.
Exceptional losses in inventories
12.4'l . Exceptional losses from fire damäge, from robberies, from in-
sect infestation of grain stores, etc., should be recorded herc.
In this context, exceptional losses tend to be less rcgular and
larger in value than the recurrent losses mentioned in the de-
scriptions of inventory change in chapter X.
0ther volume changes in non-financial ssets, n.e.c.
12.48. Arry changes in non-financial assets that are not transactions
in the capital account, that should not be attributed to holding
gains or losses, and that do not fall into one of the categories
already enumerated above are to be recorded herc. For exam-
Ple, assets may last longer than expected either economically
or physically. An entry in the other changes in the volume of
assets account permits the restoration to the System of an asset
that has been fully written off but is still productive because its
anticipated replacement never materialized or because it was
much more durable than anticipated. Increases (or decreases)
in value resulting from conversions of dwellings to commer-
cial use (or vice versa) also are recorded here as counterparts
to changes in classification.
9. 0ther yolume changes in financial assets
and liabilit ies n.e.G. (K.l0l
12.49. Most financial assets-claims on other institutional units-
are created when the debtor accepts the obligation to make a
payment, orpayments, to the creditor in the future; they are ex-
tinguished when the debtor has fulfilled the obligation under
the terms of the agreement. Those assets for which not even a
notional liability exists, however, cannot be created and extin-
guished in this *ay; hence, they enter and leave the system
through the other changes in the volume of assets account.
Also recorded here are the effects of events not anticipated
when the terms of financial claims were set.
Allocations and cancellations of SDRs
12.50. Special Drawing Rights (SDRs) are international reserve as-
sets created by the International Monetary Fund (IMD and al-
located to its members to supplement existing reserve assets.
As explained in paragraph 11.67 of chapter XI, transactions in
SDRS are recorded in the financial accounts of the monetary
authorities and the rest of the world. However, a new alloca-
tion of SDRs by the IMF is recorded in the other changes in
the volume of assets account, as is the cancellation of SDRs
by the IMF. The first increases assets for the monetary author-
ities, the second decreases their assets. There is no IMF liabil-
ity for these assets. The flows can be valued by reference to the
value of SDRs as determined daily by the IMF on the basis of
a basket of currencies. Thble l2.l shows on the left side of the
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account for financial corporations an entry for other volume
changes in financial assets and liabilities n.e.c. that increases
holdings of monetary gold and sDRs by 5; therc is no @ne-
sponding change in liabilities.
Writing-0ff bad debts by creditors
12.51. Recognition by 
" 
creditor that a financial claim can no longer
be collectd, due to bankruptcy or other factors, and the con-
sequent rcmoval of that claim from the balance sheet of the
creditor should be accounted for herc, along with rcmoval of
the liability of the debtor. Table l2.l illushates this type of
other volume changes in financial assets and liabilities n.e.c.
On tlie left side of the account for financial corporations therc
is an entry of 4 for loan assets, which is match"d by an entry
of -4 for loan liabilities on the right side of the account fornon-
financial corporations.
12.52. Cancellation of debt by mutual agreement between debtor and
creditor is not included here; it is treated as a capital transfer
from the creditor to the debtor in the capital account with a si-
multaneous extinction of a claim in the financial account, s
explained in paragraph I 1.23 of chapter XI.
Counterpart of "other accounts receivable/payable" for defined
benefit pension funds
12.53. Defined benefit pension plans are those in which the level of
pension benefits promised to participating employees is guar-
anteed. Benefits are related by some formula to participants'
length of service and salary and are not totally dependent on
the assets in the fund. For defined benefit plans, an entry in the
other changes in the volume of assets account captures
changes in the actuarially determined liability that result from
changes in benefits structure, which are to be distinguished
from changes in the age and service composition of the bene-
ficiary pool. Examples of changes in benefit structurc include
changes in the formula, rcductions in the pensionable age, or
funding for an annual increase (usually defined as constant r
Per cent Per year) in future pensions or in all pensions in the
course of payment. Such a change is illustrated in table l2.l
by entries for other volume changes in financial assets and li-
abilities n.e.c. on the right side of the account for financial cor-
porations, where liabilities in the form of insurance technical
reserves increase by 2, and on the left side of the account for
households, where assets in the form of insurance technical re-
serves also increase by 2.
Miscellaneous other volume changes in financial assets
12.54. Any changes in financial assets and liabilities that are not
transactions in the financial account, that should not be attrib-
uted to holding gains or losses, that are not changes in classi-
fication and that do not fall into one of the enumerated
categories above are to be recorded here.
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10. Changm in classifications rnd rtructure (K.l2l
12.55. The other changes in the volume of assets account records
changes in assets and liabilities that rcflect nothing morc than
changes in the classification of institutional units among sac-
tors, changes in the structure of institutional units and changes
in the classification of assets and liabilities.
Changes in sector classification and structure (K.12.1)
12.56. Reclassifying an institutional unit from one sector to an-
other transfers its entire balance sheet. For example, if an
unincorporated enterprise becomes more financially dis-
tinct from its owner and takes on the characteristics of a
quasi-corporation, it and its balance sheet move from the
household sector to the non-financial corporations sector;
or if a financial corporation is newly authorized to take de-
posits, it may be reclassified from "other financial interme-
diaries" to "other depository corporations".
12.57 . Täble l2.l shows an example of such a change in sector clas-
sification, for example, when an unincorporated government
enterprise becomes a public non-financial quasi-corporation
and moves from general government to non-financial corpo-
rations. The entries for changes in sector classification and
structure are shown on the left side of the account for general
govemment as decreases in holdings of produced fixed assets
(-3), tangible non-produced assets (-l), and shares and other
equity (-Z);on the right side of the account for general govern-
ment there is a decrease in loan liabilities (-l). Corresponding
entries are shown on the left side of the account for non-finan-
cial corporations as increases in holdings produced fixed as-
sets (3), tangible non-produced assets (l), and shares and other
equity (2); on the right side of the account for non-financial
corporations is an increase in loan liabilities (1).
L2.58. Changes in structure are also recorded here. The financial ac-
count does not cover the disappearance or appearance of cer-
tain financial assets and liabilities because of corporate
restructuring. When a corporation disappears as an indepen-
dent legal entity-and thus as an institutional unit in the Sys-
tem-because it is absorbed by one or more other
corporations, all claims/liabilities, including shares and other
equity that existed between that corporation and those that ab-
sorbed it, are eliminated. The disappearance of these financial
instruments is recorded under changes in sector classification
and stnrcture.,
12.59. Symmetrically, when a corporation is legally split up into two
or more institutional units, new claims and liabilities, includ-
ing shares and other equity, may appear between the new in-
stitutional units. The appearance of these financial
instruments is recorded in this category also.
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Changes in classification f assets and liabilit ies (K.12.21
12.ffi. The capital account and the financial account may record
transactions in which an asset is classified differently from the
category in which it was held in the opening balance sheet.
This is the case when the purpose for which an asset is used
changes, such as for example, non-monetary gold becoming
monetary gold or pasture becoming building lots. the change
in classification is rpcorded here with the same value for both
entries-the value of the asset before its use changed. If the
change in the use of a non-produced non-financial asset means
a change in its value, this change in value is treated as a change
in quality-i.e., a volume change-and recorded under eco-
nomic appearance or economic disappearance of non-pro-
duced assets, as described above.
Monetizttion/demonetization of goW 6. n.2 I )
l2.6L As explained in paragraph I1.65 of chapter XI, monetization
and demonetization of gold are accomplished by entries for
changes in the classification of gold held by the monetary au-
thorities, as counterparts to entries in the capital account. In
the capital account, the monetary authorities purchase gold
from inventories or valuables held by institutional units or the
rest of the world. Monetization occurs when the monetary au-
thorities reclassify the gold from a produced asset to the re-
serve assets held by the monetary authorities. Similarly,
demonetization occurs when the mon etary authorities transfer
gold from reserve assets to inventories or valtnbles, which are
subse4uently sold to institutional units orthe rcst of the world,
with these transactions being recorded in the capital account.
The flows can usually be valu.d by reference to the price on
organized markets or in bilateral arrangements through central
banks. Thble l2.l illustrates monetization of gold on the left
side of the account for financial corporations, with a decrease
in holdings of valuables (-2) and an incrcase holdings of mon-
etary gold and SDRS (2) by financial corPorations.
Changes in classification of asse* or liabilities other thnn
monetizption/dentonetization of gold ( K. I 2.22)
12.62. Changes in land use for a particular parcel of land are recorded
here, with the same absolute value used for both entries - a
negative entry for the old category, a positive one for the new
category. The change in land value resulting from this change
in use - the counterpart flow - is recorded in economic ap-
pearance and disappearance of non-produced assets as a
change in quality, which is considered a change in volutne, as
discussed above. An economic appeamnce records aii in-
crease in quality, and an economic disappearance records a de-
crease in quality. Other changes that might be recorded herc
rversions of dwellings to commercial use or vice vels,a.
0ther changes inasset accounts
B. The leualuation account
l. Introduction
12-63. The revaluation account, shown in table lz.z,records the pos-
itive or negative holding gains accruing during the accorurting
Period to the ownens of financial and non-financial assets and
liabilities. Holding gains on assets, whether positive or nega-
tive, arc recorded on the left side of the account and those on
liabilities on the right side. The rcvaluation account shows the
nominal holding gains accruing on assets and liabilities. These
are then decomposed into neutral holding gains and real hold-
ing gains, shown in two sub-accounts. The nominal holding
gain on a given quantity of an asset is defind as the value of
the benefit accruing to the owner of that asset as a result of a
change in its price or, morc generalln its monetary value over
time. The value of the holding gain on a liability is equal to the
change in the price, ormonetary value, of that liability but with
the sign reversed. A positive holding gain, whether due to an
increase in the value of a given asset ora reduction in the value
of a given liability, increases the net worth of the unit in ques-
tion. conversely, 
" 
negative holding gain-i.e., a holding
loss-whether due to a reduction in the value of a given asset
or an increase in the value of a given liability, reduces the net
worth of the unit in question.
12-6/,. A neutral holding gain is defined as the value of the holding
gain that would accrue r/the price of the asset changed in the
same proportion as the general price level-i.e, merely kept
pace with the general rate of inflation or deflation. It is the
value of the holding gain needed to preserve the real value of
the asset in question intact over time. Areal holding gain is de-
fined as the value of the additional' command over real re-
sources accruing to the holding of an asset as a result of a
change in its price relatively to the prices of goods and services
in general in the economy. Nominal, neutral and real holding
gainq and the interrelationships between them are explained
more fully in the following sections.
12.65. The balancing item in the revaluation account is described as
changes in net worth due to nominal holding gains/losses. It is
defined as the algebraic sum of the positive or negative nom-
inal holding gains on all the assets and liabilities of an institu-
tional unit. As the revaluation account is decomposed into two
separate accounts for neutral and real holding gains, its bal-
ancing item may similarly be decomposed into two further
balancing items: changes in net worth due to neutral holding
gains/losses and those due to real holding gains/losses. The
latter shows how much of the change in the real net worth of
an institutional unit is attributable to real holding gains. It is
therefore an item of considerable analytic interest.
12.ffi- In order to simplify the terminology and exposition, holding
losses will not usually be referred to explicitly unless the con-
text requires it. The term "holding gains" is used to cover both
holding gains and losses on the clear understanding that hold-
ing gains mey be negative as well as positive. Similarln the
term 'assets" may be usod collectively to coverboth asscts and
liabilities, unless the context requires liabilities üo be referrd
to specifically.
12.67 . Holding gains are sometimes described as "capital gains-. The
term'holding gain- is widely uscd in business accounting and
is preferred here because it emphasizes the fact that holding
gafuts accrue purely as a n6ult of holding asscts overtime with-
out hansforming them in any way. Holding gains include not
only gains on'capital" such as fixed assets,land and financial
assets but also gains on inventories of all kinds of goods held
by producers, including work-in-progress, often described as
*stock appreciation-.
Nominal hofding ains (K.t t 1
12.68. Nominal holding gains depend upon changes in the prices or,
mone generally, the monetary values, of assets and liabilities
over time. The relevant prices or values for assets that arc ex-
changed in transactions between institutional units are those
recorded in the accumulation accounts of the System. In order
to be consistent with the accumulation accounts, assets in the
opening and closing balance sheets are valued at their acqui-
sition values at the times the balance sheets arc drawn up: i.e.,
including the costs of ownership transfer that would be in-
curred by the purchaser in the case of non-financial assets.
These are the values at which assets enter the balance sheets
of their owners. In the case of non-transferable financial assets
and liabilities such as loans, the monetary value is the amount
of principal outstanding. Not all assets and liabilities have
market prices in the ordinary sense of the term "price". In par-
ticular, assets and liabilities denominated in purely monetary
terms-such as cash and deposits-do not have physical units
with which prices can be associated. In such cases, the relevant
"quantity" unit is effectively a unit of currcncy itself-e.g.,
one dollar-so that the price per unit is always unity. By defi-
nition, therefore, the market prices of such assets and theircor-
responding liabilities cannot change over time. On the other
hand, the relevant quantity unit for an asset such as a bill, bond
or share is the security itself, the market price of which may
change over time. The term "price" has therefore to be used in
a broad sense to cover the unitary prices of assets such as cash,
deposits, loans, etc., and the corresponding liabilities as well
as conventional market prices.
12.69. Nominal holding gains may accrue on assets held for any
length of time during the accounting period and not merely on
assets that apPear in the opening or closing balance sheets.
Nominal holding gains may refer to any period of time and
must be defined accordingly. The nominal holding gain accru-
ing to the owner of a particular asset, or given quantity of a spe-
cific type of asset, between two points of time is defined as:
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the mon etary value of that asset at the later point in time
minus
the monetary value of that asset at the earlier point in
time
assuming that the asset itself does not change, qualitatively or
quantitatively, in the meanwhile. fire nominal holding gain G
accruing on a given quantity q of some asset between times o
and f can be simply expressed as follows:
G = (Pt- PJ Q (l)
where po and pldre the prices of the asset at times o and I rc-
spectively. For monetary assets and liabilities for which both
ps^ndp, are unity by definition, nominal holding gains are al-
ways zßro. However, the neutral holding gains on monetary
assets and liabilities are not zero when the general price level
is changing, in which case the real holding gains arc also not
z.eto.
12.70. Nominal holding gains are calculated with refercnce to assets
or liabilities that themselves remain qualitatively and quanti-
tatively unchanged during the period over which the holding
gain is measured. Thus, changes in the value ofphysical assets
such as structures, equipment or inventories held by ptoducers
that are attributable to some physical or economic transforma-
tion of those assets over time, whether improvement or dete-
rioration, are not counted as holding gains. In particular, the
decline in the value of the fixed assets owned by producets due
to their physical deterioration or norrnal rates of obsolescence
oraccidental damage is recorded as consumption of fixed cap-
ital and not as a negative holding gain. Similarly, as explained
in chapter VI, paragraphs 6.64 and 6.65, when the storage of
goods whose supply or demand is subject to seasonal influ-
ences is essentially an extension of the process of production,
the increase in the value of the goods that is due to this produc-
tion is not to be counted as a nominal holding gain.
12.71. The characteristics of financial assets and liabilities may also
change over time, in particular the proximity to maturity of se-
curities with fixed redemptior dates. For example, most or all
of the increase in the market value of a bill or a bond issued at
a discount as it approaches its redemption date may be attrib-
utable to the accumulation of unpaid interest accruing to its
holder. The increase in the market value of a bill or bond due
to the accumulation of accrued interest in this way rcpresents
a growth in the asset itself and is not a price increase. It does
not generate a holding gain.
t2.72. The nominal holding gains recorded in the rcvaluation ac-
count are those accruing on assets or liabilities, whether real-
izßÄor not. Aholding gain is said to be realized when the asset
in question is sold, redeemed, used or otherwise disposed of,
or the liability repaid. An unrealized gain is thercfore one ac-
cruing on an asset that is still owned or a liability that is still
outstanding at the end of the accounting period. A realized
gain is usually understood as the gain realized over the entire
period over which the asset is owned or liability outstanding
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whether this period coincides with the accounting period or
not. However, as holding gains arre rscorded on an accnrals
basis in the System, the distinction between realized and un-
realized gains, although useful for some purposes, is not so im-
portant in the System and does not appear in the classifications
and accounts.
12.73. For purposes of calculating nominal holding gains, acquisi-
tions and disposals of assets must be valued in the same way
as in the capital and financial accounts in order to ensurc con-
sist,ency within the System as a whole. In the case of fixed as-
sb, thereforc, the value of an acquisition is the amount paid
by the purchaser to the producer, or seller, plus the associated
costs of ownership transfer incurred by the purchaser, while
the value at which the disposal of an existing fixed asset is rc-
corded is the amount received by the sellerfrom thepurchaser
minus the costs of ownership hansfer incuned by the seller. It
is useful to distinguish four different situations giving rise to
nominal gains and the methods of valuation to be employed in
each case:
(a) fui asset held throughout the accounting period: the
nominal holding gain accruing during the accounting
period is equal to the closing balance sheet value minus
the opening balance sheet value. These values are the es-
timated values of the assets if they were to be acquired
at the times the balance sheets are drawn up. The nomi-
nal gain is unrealized;
(b) fui asset held at the beginning of the period that is sold
during the period: the nominal holding gain accruing is
equal to the actual or estimated disposal value minus the
opening balance sheet value. The nominal gain is real-
izrÄ;
(c) An asset acquired during the period and still held at the
end of the period: the nominal holding gain acctuing is
equal to the closing balance sheet value minus the ac-
tual, or estimated, acquisition value of the asset. The
nominal gain is unrealiznd;
(d) An asset acquired and disposed of during the ac-
counting period: the nominal holding gain accruing is
equal to the actual, or estimated, disposal valueminus
the actual, or estimated, acquisition value. fire nom-
inal gain is realized.
As already noted in chapter X, it follows that if an non-finan-
cial asset is purchased and su@uently resold at the same
price, excluding costs of ownership transfer, the unit involved
incurs a nominal holding loss equal to the value of the costs of
ownership transfer incurrcd on both the initial purchase and
subsequent resale of the asset.
Neutral holding ains (K.1  .1 l
12,.74. Nominal holding gains arc partitioned into neuhal holding
gains and real holding gains. Neutral holding gains can be re-
Other changes inasset accounts
garded as analytical constructs designed to facilitate the deri-
vation of real holding gains. Aneutral holding gain is defined
as the value of the holding gain that would accrue if the price
of the asset changed over time in the same proportion as the
general Price level. If the price of the asset changes by the same
proportion as other prices, on average, its real value-i.e., the
volume of other goods and services for which it can be ex-
changed-is neither increased nor decreased, whatever the
general rate of inflation. In other words, a neutral holding gain
is the value of the nominal holding gain needed to preserve the
real value of the asset intact.
l:2.75. In order to calculate the neutral holding gain on an asset, it
would be desirable to select a comprehensive price index cov-
ering as wide a range of goods, services and assets as possible.
In practice, the price index for final expenditures would be an
acceptable choice for most countries, although other com-
prehensive indices could be used depending upon the avail-
ability of data. A comprehensive index of this kind, however,
may be available only once a year, or at bqst quarterly, and
after a significant lapse of time. As holding gains may accrue
on assets held for only short periods of time, it may also be nep-
essary to make use of an index that measures changes in prices
monthly and which becomes available without too much
delay. The consumer price index (CPD usually meets these re-
quirements and an acceptable procedure would be to use the
CPI to interpolate and extrapolate movements in a more
broadly based index in order to calculate neutral holding
gains.
12.76. lrt the general price index be denoted by r. The neutral hold-
ing gain NG on a given quantity q of an asset between times o
and f is then given by the following expression:
1r1G=poq edro _\ e)
where @od is the monetary value of the asset at time o. The
same term rtlrois applied to all assets and liabilities. Thus,
the proportionate movements in neutral holding gains are
the same for all assets and liabilities, both financial and
, non-financial.
Real  hold ing a ins (K.1 .2)
12-77. The real holding gain on an asset can be expressed as the dif-
ference between the nominal and the neutral holding gain on
that asset. Subtracting expression (2) from (l) above, the real
holding gain RG on a given quantity q of an asset between
times o and r is given by
RG:G-NG
: (plpo-rdr)psQ (3)
The values of the real holding gains on assets thus depend on
the movements of their prices over the period in question, rel-
atively to movements of other prices, on average, as measgred
by the general price index. An increase in the relative price of
an asset leads to a positive real holding gain and a decrease in
the relative price of an asset leads to a negative real gain,
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whether the general price level, as measured by r, is rising,
falling or stationary.
12.78. When the rclative price of an asset rises over a given period of
time, the asset can be exchanged for a greatrer volume of the
goods, services and assets covered by the general price index
a! the end of the period than at the beginning. The holding gain
is described as "t€al'because it measures the value of the ad-
ditional (positive or negative) goods, sewices and assets that
may be acquired by the owner of the asset by disposing of it at
the end of the period instead of at the beginning.
12.79. As already noted, the nominal holding gains on financial as-
sets and liabilities whose values arc fixed in monetary üerms
are always zero. During inflation, the neutral gains on such as-
sets and liabilities must be positive, and hence the real holding
gafuis must be negative and equal in absolute value to the neu-
tral gains. In other words, the real value of an asset/iability of
fixed monetary value declines both for the creditor and the
debtor as a result of inflation. Of course, from the point of view
of the debtor a reduction in the real value of a liability repre-
sents an increase in real net worth. In effect, there is implicit
transfer of real purchasing power from the creditor to the
debtor equal in value to the negative real holding gain on the
asset/liability. When such transfers are anticipated by credi-
tors, correspondingly higher nominal rates of interest may be
demanded on loans to compensate for the expected transfers
or loans with fixed monetary values may be rcplaced by in-
dexed loans.
12.80. As changes in relative prices may be either positive or nega-
tive, the owners of some assets benefit from real holding gains
while the owners of other assets experience real holding
losses. It cannot be assumed that such real gains and losses
cancel each other out, even in a closed economy, äs it is possi-
ble that asset owners benefit at the expense of units that do not
own any or vice versa. Whether or not they cancel out, it is
clear that real holding gains may lead to a significant redistri-
bution of real net worth among institutional units, sectors and
even countries, the extent of which depends on the amount of
variation in the relative price changes taking place. While such
variation may occur even when there is no general inflation,
there are systematic effects that are associated with the general
rate of inflation as a result of the decline in the real values of
monetary assets and liabilities when the general price level is
rising.
12.81. As real holding gains increase or decrease the purchasing
power of the owners of assets, they must exert an influence on
their economic behaviour. Real holding gains are important
economic variables in their own right that need to be taken into
account as well as income for purposes of analysing consump-
tion or capital formation. It can be argued that real holding
gains ought to be assimilated with income as defined in the
System to obtain a more comprehensive measiure of income,
but there is no consensus on this. Apart from the practical dif-
ficulty of estimating real holding gains and losses, it is likely
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that their impact on economic behaviour is not the same as that
of income rcceived in cash or in kind. Nevertheless, it is clear
that information on real holding gains needs to be made avail-
able to users, analysts and policy makerc.
2. The mearurement ol holding gainr
12.82. In order to obtain precise definitions of holding gains over pe-
riods of time during which the quantities of assets held may be
varying from day to day, it is necessary to utilizc algebraic ex-
pressions involving prices and quantities similar to those usod
to define index numbers. In order to simplify the main text, the
derivation of the algebraic expressions that define nominal,
neutral and real holding gains is given in an annextothischap-
ter. The main conclusions of the annex arre swnm arizrcdin this
section.
Nominal holding ains
12.83. As explained above, the total nominal holding gains accruing
on a particular category of asset over a given period of time
include those accruing on assets acquired or disposed of dur-
ing the accounting period as well as on assets that figure in the
opening or closing balance sheets. It follows that it is not pos-
sible to calculate total holding gains from balance sheet data
on their own, except in certain special cases or on certain as-
sumptions. In order to calculate total holding gains directly,
therefore, it is necessary to k""p records of all the assets ac-
quired and disposed during the accounting perid and the
prices at which they were acquired and disposed of, as well as
the price and quantities of assets held at the beginning and end
of the perid. In practice, however, the requisite data arc un-
likely to be available, although the increasing use of micro-
computers for both management and accounting purposes by
businesses may make the direct calculation of total nominal
holding gains using the kinds of formulas given in the annex
increasingly feasible.
12.84. However, if records are kept of the values of all transactions
and other volume changes in assets, without necessarily re-
cording the prices at which those transactions or changes
occur, it is shown in the annex that the value of the total nom-
inal gains may be derived residually by subtracting the total
value of all transactions and other volume changes from the
difference between the values of the asset recorded in the clos-
ing and opening balance sheets. This indirect method of cal-
culating total nominal holding gains is only valid when
appropriate valuation methods are used both for balance
sheets and for transaetions and other changes. Quantities of
the asset held at the beginning and end of the perid must be
valued in the opening and closing balance sheets at the prices
that would have to be paid to acquire them at the times to
which the balance sheets relate, and all actual or imputed
transactions or other volume changes must be valued at the
prices prevailing at the times they take place.
12.85. The basic identity linking balance sheets, transactions, other
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volume changes and nominal holding gains may be expressed
as follows:
the value of the stock of the asset in the opening balance
sheet
plus
the value of quantities of the asset acquired, or disposed
of, in transactions
Pfus
the value of other volume changes in the asset
phts
the value of the nominal holding gains on the asset
eqwls
the value of the stock of the asset in the closing balance
sheet.
The identity follows from the ways in which the various items
are defined and valued. Each of the five elements thatmakeup
the identity can be calculated directly and independently of the
other four elements. Thus, each element has the same status,
none of them being defined residually as a balancing item.
The identity is similar in this respect to the identity between
the values of the total supplies and total uses of some good
or service.
12.86. Neverthelass, it follows that if any four out of the five elements
are calculated directly, the fifth can be estimated residually.
For this reason, the identity can be exploited to estimaüe nom-
inal holding gains from the other four elements, but without
this implying that nominal holding gains are a balancing item
in the System.
12.87. There may be situations in which the only information avail-
able about certain kinds of assets consists of their values in the
opening and closing balance sheets. This may happen in the
case of certain financial assets, for example, or inventories. It
can be seen from the above identity that it is not possible to
infer from balance sheet data alone either the total value of the
transactions and other volume chan ges taking place within the
accounting or the total value of the holding gains, but only
their combined value. However, in certain special casies it may
b" posible to isolate one or the other. For example, if the price
of the asset remains constant throughout the accounting pe-
riod, the difference between the opening and closing balance
sheet values must be entirely attributable to transactions and
othervolume changes. This condition is satisfied formonet^ry
assets, for example, but not for financial assets such as bills or
bonds whose market prices may change during the accounting
perid. Similarln it is not possible to infer the value of change
in inventories from balance sheet data alone unless the price
of the good in question happens to remain constantthroughout
the period. In general, goods entering or leaving inventories
must be valued at the prices prevailing at the times the
changes occur as if they were actually being bought or sold
on the market.
Other changes inasset accounts
12.88. Nominal holding gains may accrue on an asset that does not
aPpear in either the opening or closing balance sheet if there
have been transactions or other changes in the asset &ring the
accounting period. Suppose a financial asset, such as a share,
is prnchased speculatively and sold again within the same ac-
counting perid. If the sale price is not equal to the purchase
Price, neither the total value of the transactions nor nominal
holding gains can be rßro.Indeed, the nominal holding gain
must b" eqrr"l to the total value of the transactions (the sale less
purchase) but with the opposite sign. Unless the nominal hold-
ing gain is recorded, the value of the transactions cannot be
reconciled with the znro values in the balance sheets. Another
example is provided by producers who build up inventories
and nur them down again, all within a single accounting pe-
riod. If the price of the good rises while held in inventory the
value of the withdrawals exceeds that of the entries, so that the
total value of the changes in inventories is negative. The value
of the nominal holding gains is equal to the value of the change
in inventories, but with the opposite sign.
Neutral holding ains
12.89. Neutral holding gains have to be subtracted from nominal
holding gains to obtain real holding gains. As already ex-
plained, the neutral holding gain on an asset over a given pe-
riod of time is equal to the value of the asset at the beginning
of the period multiplied by the proportionate change in some
comPrehensive price index selected to measure the change in
the general price level. Neutral holding gains can therefore
easily be calculated for assets held throughout the accounting
period that appear in both the opening and closing balance
sheets. It is more difficult, however, to k""p track of the neutral
holding gains on assets that are acquired or disposed of during
the accounting period as it is necessary to know the times at
which the various acquisitions and disposals took place-in-
formation that is unlikely to be available in practice. For this
reason it will usually be difficult, and sometimes impossible,
to obtain accurate, precise estimates of neutral, and hence real,
holding gains.
12.90. Apossible method of estimation suggested in the annex to this
chapter is to use the same information, and a similar method-
ology, as that used to calculate nominal holding gains. The
method of estimating neutral holding gains has three steps:
(a) The closing balance sheet value is revalued to what it
would have been if the price of the asset had changed at
the same rate as the general price index over the period;
(b) The total value of the transactions and other volume
changes is revalued to eliminate the effect of any change
- in the relative price of the asset during the period;
(c) The adjusted value for total transactions and other vol-
ume changes is subtracted from the difference between
the adjusted closing balance sheet value and the opening
balance sheet value.
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l2.9L It is worth noting that therc is no simple method that can be
used in all circumstances to dividc, or partition, the absolute
values of nominal holding gains into neuhal and real holding
gains given that holding gains-whether nominal, neutral or
real-can be negative as well as positive. For example, the
nominal holding gains on monetary assets are zerc, but there
can nevertheless be substantial positive neutral gains andneg-
ative real gains, depending upon the general rate of inflation.
Real holding gains
12.92. As rcal holding gains may be obtained residually by subhact-
ing neutral from nominal holding gahs, the feasibility of cal-
culating real holding gains depends on the feasibility of
calculating neutral and nominal gains. Therc is nothing frrttrer
to add so far as their estimation is concerned.
3. Ertimatss of holding gaim from balance $ost data
12.93. As noted above, there may be situations in which the only in-
formation available about certain kinds of assets consists of
balance sheet data. This situation is quite common in the case
of inventories, forexample, orcertain types of financial assets.
It should be noted that in the case of inventories, estimates of
both the transactions and the nominal holding gains have to be
made in order to be able to compile the production account and
hence other accounts of the System.
12.94. Although it is not possible to obtain reliable, accurate esti-
mates of transactions and holding gains from balance sheet
data alone, it becomes possible to deduce the values of both
the transactions and other changes and the nominal holding
gains if assumptions are made about the paths followed by
both the pricqs and the quantities of an asset between the be-
ginning and the end of the accounting period.
12.95. The simplest and most convenient assumptions to make are
that both the prices and quantities of the asset change at con-
stant linear rates between the beginning and end of the ac-
counting period; i.e., that the sequences of prices and
quantities linking the opening and closing levels are simple
arithmetic progressions. Given these assumptions it is easy to
show that:
the value of the transactions and other volume
changes - F@n-q") (4)
the value of the nominal holding
gains : Q@n-po) (5)
where p : r/z(po*pn)
tz s6rt i,.r::1",,,r i",,;J"!;iir::. (5) sum identicarytoequar
the value of the difference between the values recorded in
closing and opening balance sheets, (pnQn-p&o). If
QrJqo>prlpo,the value of the transactions given by (4) exceeds
the value of the holding gains given by (5). If the two ratios are
equal, the difference between the values of the opening and
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closing stoclcs is divided equally between hansactions and
holding gains. Equation (4) is often used to estimate the value
of changes in inventories, although it is equally applicable to
other assets, including financial asscts.
12.97. The nominal holding gains given by (5) may be further de-
composed into neutral and real holding gains, given the addi-
tional information on the change in the general price index
over the accounting period. Let rn equal the value of the gen-
eral price index on day n based on ro = l. It can easily b" shown
that:
the value of the neutral holding
gains =(rn- l'lp"q (6)
the value of the real holding
gains =(pJpo-r)no| e)
The real holding gains are, of coutse, rßro if the change in the
price of the asset pJpo is equal to the change in the general
price index rrr.
12.98. The quality of the approximate measures given in expressions
(4) and (5) depends on the realism of the underlying assump-
tions about the movements of prices and quantities. While the
assumption that the price of the asset increases at a constant
rate during the accounting period may be not unr€,asonable,
the assumption that the quantity of the asset changes at a con-
stant rate may be questionable in many cases. [n particular, if
there are fluctuations in the quantity of the asset held, esti-
mates based on expressions (4) to (7) may diverge signifi-
cantly from the true figures. Fluctuations in inventories are
likely to occur in industries in which the supply orthe demand
for the product is subject to strong seasonal influences. The
use of expressions (4) to (7) may give poor estimates in such
situations.
12.99. Expressions (4) and (5), which differ only in so far as thdp's
and q's arc interchanged, display clearly the duality between
the values of transactions and other changes in asscts and the
values of the nominal holding gains on those assets. Approxi-
mate estimates of this kind may also serve as a useful check on
the value of nominal holding gains derived residually from
data on transactions and other changes and the difference be-
tween the closing and opning balance sheet values. In many
situations, there may be no good reasoR for expecting the ap-
proximate measure of the value of nominal holding gains
given by (5) to diverge markedly from the true measurc. In
such cases, a major discrepancy between a measure of nom-
inal holding gains obtained residually from transactions
and balance sheet data and the approximate measure may
bring into question the reliability and consistency of the en-
tire data set, including the transactions data, and signal the
need for revisions.
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4. Holding gaim by type of mlet
12.100. This section examines the ways in which holding gains may
be measured for differcnt types of assets.
Non-financial ssets
Fixed assets
l2.l0l. Nominal holding gains on fixed assets may be obtained by
subtracting the total value of transactions, including comump
tion of fixed capital, and other volume changes from the dif-
ference between values of the asscts recorded in the closing
and opening balance sheets. For this purpose, the stoclcs of as-
sets recorded in the balance sheets must be measured net of the
accumulated consumption of fixed capital and must be valued
at the purchasers'prices prcvailing on the date to which the
balance sheet relat,es.
l2.l02. In this context, it is convenient to make use of the concept of
net fixed capital formation even though this aggregate is not
shown explicitly in the accounts of the System. Net fixed cap-
ital formation is defined as:
gross fixed capital formation
minus
consumption of fixed capital.
The basic identity I inking transactions, other volume changes,
nominal holding gains and balance sheet values is then written
as follows for fixed assets:
(a) The value of the net stock of the fixed asset at the begin-
ning of the period;
plus
(b) The value of net fixed capital formation in the asset (i.e.,
the net value of all transactions);
plus
(c) The value of other volume changes in the asset;
plus
(d) The value of nominal holding gains on the asset;
equals
(e) The value of the net stock of the fixed asset at the end of
the period.
It is worth noting that, even in the absence of other volume
changes, the differcnce between the net (or gross) values of the
opening and closing stock of an asset valued at current prices
is not equal to net (or gross) fixed capital formation at current
prices, unless the price of the asset rcmains constant through-
out the period. Apart from any other volume changes, the dif-
fercnce between the net values of the opening and closing
stocks of fixed assets, valued at the beginning and end of pe-
riod prices, respectively, must include nominal holding gains
as well as net fixed capital formation. Such gains could be rcl-
0ther changes inasset accounts
atively l"tg" when the price of the asset is rising shongly
within the period. In effect, the transactions taking place
within the period are valued at the average prices of the pedd,
which may be expected to lie between the opening and closing
prices. For this rraason, it is important to base the calculation
of the @nsumption of fixed capital onthe aver:ageprices ofthe
Perid, as recommended in chapter VI, and not on the opening
and closing prices.
l2.l03. Nominal holding gains may occur on existing fixed assets ei-
ther because of general inflation or because the relative price
of the assct changes over time. When rrüt" of the same kind
arc still b"ing produced and sold on the market, an existing
asset should be valued in the opening or closing balance sheet
at the currcnt pwehasers'price of a newly produced asset less
the accumulatcd consumption of fixed capital up to that time
also calculated on the basis of the prices prevailing at the time
the balance sheet is drawn up. Changes in the prices of new
assets between the beginning and end of the accounting period
will, therefore, lead to nominal holding gains on existing as-
sets of the same type. When new assets of the same type are no
longer being produced, the valuation of existing assets may
pose difficult conceptual and practical problems. If broadly
similar kinds of assets are still being produced, even though
their characteristics may differ significantly from those of ex-
isting assets (for example, new models of vehicles or aircraft),
it may be reasonable to assume that, if the existing assets were
still being produced, their prices would have moved in the
same way as those of new assets. Howeveq such an assump-
tion becomes questionable when the characteristics of new as-
sets are much improved by technical progress.
Inventories
lz.lC/,. The estimation of nominal holding gains on inventories may
be difficult because of lackof data on transactions orothervol-
ume charages in inventories. As explained in chapter VI, trans-
actions in inventories may not be adequately recorded because
they are internal transactions. Goods entering inventories can
be regarded as being acquired by the owner of an enterprise
from itself as producer, while goods leaving inventories can
be regarded as being disposed of by the owner to the producer
for use in production or for sale. These internal transactions
should be valued at the prices prevailing at the times they take
place in the same way as transactions in any other kind of asset.
When the transactions are properly valued in this *äy, nomi-
nal holding gains on inventories are given as follows:
(a) The value of the closing inventories at end-of+he-pe-
riod prices;
minus
(b) The value of the opening inventories at beginning-of-
the-period prices;
minus
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(c) The value of entries minus the value of withdrawals and
Fcun€nt losses, valued at the prices prevailing at tlre
times thc enbies and withdrawals take place;
mimu
(d) the value of other volume changes.
Otlrer volume changes are likely to consist of inventories of
goods deshoyed as a result of exceptional events such as nat-
Wal disasters (floods, earthquakes, ob.) ormajor fir€s. Currcnt
losses of goods from inventories-for example, loeses due to
rcgular wastage or pilfering-are gtouped with withdrawals.
Both exceptional and cunent losses on inventories obviously
reduce the magnitu& of any nominal holding gains on inven-
tories.
12.105. Unless records are kept of the quantities of goods entcring and
leaving inventories and theirprices at those times, it isnot pos-
sible to measure the value of changes in inventories directly.
As such records may not be available, it becomes necessary to
try to deduce the value of changes in inventories from the
value and quantities of the opening and closing inventories
using methods such as those illustrated in equations (a) and (5)
above that attempt to partition the difference between the val-
ues of the opening and closing stocks of assets into transac-
tions and nominal holding gains. Such methods are only as
good as the assumptions on which they are based. The diffi-
culty of estimating the value of changes in inventories from
balance sheet data alone obviously incrcases as the rate of in-
flation increases. It should also be noted that this is not only a
problem for the accumutation accounts as the values of
changes in inventories of inputs and outputs arc neded in
order to measurc intermediate consumption, output and value
added and hence all the balancing items of the system.
12. 106. Work-in-progress is a stock of outputs that are not yet in a form
in which they are ready for sale, use or transfer to other insti-
tutional units. Additions to work-in-progress ane recorded as
they occur and valued at the prices at those times. The prices
are estimated by multiplying the actual or estimated basic
price of the finished product at the time the addition to the
work-in-progr€ss takes place by the fraction of the total pro-
duction costs incurred in producing the addition. Work-in-
progress carried forward from the previous perid is valued in
the opening balance sheet using the price of the finished prod-
uct at the date to which the balance sheet relates. Similarly, the
total amount of work-in-progress recorded in the closing bal-
ance sheet is valued using the price of the finished poduct at
the end of the period. Withdrawals from work-in-progress
take place when the production is completed, the total work-
in-progress completed during the entire production pocess
being then transformed into a finished product. Nominal hold-
ing gains on work-in-progress may then be obtained residu-
ally by subtracting the value of the additions minus
withdrawals from work-in-progress during the period from
the difference between the opening and closing balance sheet
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values. Because some production processes may take years to
complete, the whole of the output from some production pro-
cess during a given period may be entered into inventories as
additions to work-in-prognsssl. Even when therc is only mod-
est inflation therc may be substantial nominal holding gains
on the work-in-progress.
Financial assets
.dssers and liabilities with fued ntonetary values
l2.l07. The monetary values of some assets and liabilities-cash, de-
posits, loans, advances, oedits, etc.-remain constant over
time. As already noted, the "price" of such an asset is always
unity while the quantity is given by the number of units of the
cutency in which they are denominated. The nominal holding
gains on such assets are always zero. For this neason the dif-
ference between the values of the opening and closing stocks
of such assets is entirely accounted for by the values of the
transactions in the assets, this being one case in which it is pos-
sible to deduce the latter from the balance sheet figwes.
12.108. In order to calculate the neutral and real holding gains on as-
sets of fixed monetary value, however, data on the times and
values of transactions are needed as well as the opening and
closing balance sheet values. In principle, the exact expression
for neutral holding gains given in the annex to this chapter
should be used. Suppose, for example, a loan is made and re-
paid within the accounting period while the general price level
is rising. The neutral gain on the loan is positive and the real
gain negative, the amount depending upon the length of time
the loan is outstanding and the rate of inflation. It is impossible
to record such real losses without data on the value of the loans
made and repaid during the accounting period and the times at
which they are made and repaid. In general, it may b inferred
that if the total absolute value of the positive and negative
transactions is large in relation to the opening and closing bal-
ance sheet levels, approximate estimates of the neutral and
real holding gains on monetary assets and liabilities derived
from balance sheet data alone may not be very satisfactory.
Even recording the values of financial transactions on a gross
basis-i.e., recording loans made and repaid separately as dis-
tinct from the total value of loans minus repayments-may not
be sufficient without information on the timing of the loans.
Bonds
l2JA9. A bond is a security that gives the holder the unconditional
right to a fixed money income or contractually determined
variable money income over a specified period of time and
also the right to a fixed sum as repayment of principal on a
specified date or dates, except in the case of perpetual bonds.
Bonds arc usually traded on markets and the holder of a bond
may change several times during the life of the bond. The is-
suer of such a bond may, therefore, repay the principal out-
standing at any time by purchasing it back in advance of the
date on which it matures.
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l2.ll0. As explained in chapter VII, when bonds are issued at a dis-
count, including deep discowrted and rßro coupon bonds, the
differcnce between its issue price and its face or redemption
value when it matures measures interest that the issuer is
obliged to pay over the life of the bond. Such interest is rc-
corded as property income payable by the issuer of the bond
and receivable by the holder of the bond in addition to any cou-
pon interest actually paid by the issuer at specified intervals
over the life of the bond. In principle, the interest accruing is
tr€ated as being simultaneously reinvested in the bond by the
holder of the bond. It is, thercfore, recorded in the financial ac-
count as the acquisition of an asset which is added to the exist-
ing asset. Thus the gradual increase in the market price of a
bond that is attributable to the accumulation of accrued, rein-
vested interest reflects a growth in the principal outstanding-
i.e., in the sizc of the asset. It is essentially a quantum or
votume incrcase and not a price incrcase. It does not generate
any holding gain for the holder of the bond or holding loss for
the issuer of the bond. The situation is analogous to that of a
good, such as wine, that matures while it is being stored. Any
increase in the price of the wine that is attributable to an im-
provement in its quality reflects an increase in volume and not
price. Bonds change qualitatively over time as they approach
maturity and it is essential to recognize that increases in their
values due to the accumulation of accrued interest are not price
changes and do not generate holding gains.
l2.ll l. The prices of marketable bonds also change, however, when
the market rates of interest change, the prices varying in-
versely with the interest rate movements. The impact of a
given interest rate change on the price of an individual bond is
less, the closer the bond is to maturity. Changes in bond prices
that are attributable to changes in market rates of interest con-
stitute price and not quantum changes. They therefore gener-
ate nominal holding gains or losses for both the issuers and the
holders of the bonds. An increase in interest rates generates a
nominal holding gain for the issuer of the bond and an equal
nominal holding loss for the holder of the bond, and vice veßia
in the case of fall in interest rates.
l2.ll2. Nominal holding gains or losses may accrue on bills in the
same way as for bonds. However, as bills arc short-term secu-
rities with much shorter times to maturity, the holding gains
generated by interest rate changes are generally much smaller
than on bonds with the same face values.
5. Foreign assetr
l2.ll3. Foreign assets consist mainly of financial claims overnon-res-
ident institutional units. All imrnovable assets such as land and
buildings within an economic territory are treated in the Sys-
tem as owned by resident units, including those legally owned
by forcigners. When foreigneß own land or buildings, their
ownership is deemed to be delegated to notional resident units.
The equity of such a notional unit is then ownedby the foreign
unit.
Other changes inasset accounts
l2.ll4. The value of a foreign asset is measured by its current value
in foreign currency converted into the currency of the coü1-
try in which its owner is resident at the exchange rate. Nom-
inal holding gains may therefore occur not only because the
price of the asset in local cunency changes but also because
the exchange rate changes. The total value of the nominal
holding gains accruing over the period may be calculated
in the usual way by subtracting the value of transactions
from the difference between the opening and closing bal-
ance sheet values. For this purpose, transactions in the for-
eign assets must be converted into the national currency
using the exchange rates at the times the transactions occur,
while the opening and closing balance shect values must bc
converted using the exchange rates prevailing at thc dates
to which the balance sheets relate. This implies that the
total value of the transactions-acquisitions less dispos-
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a ls - expressed in the fore i gn c urrency is, in effect, converted
by aweightedaverageexchangerate in which the weights are
given the values of transactions conducted on different
dates,
l2.ll5. Neutral holding gains are calculated in the same way as for
any other tyPe of asset by calculating what the holding
gains would have been if the prices of the assets, expressed
in national curretrcy, had moved in the same way as the gen-
eral internal price level. Real holding gains, again ex-
pressed in national currency, can then be derived residually
by subtracting the neutral from the nominal gains. The real
holding gains (losses) of creditors in one eountry need not
be equal to the real holding losses (gains) of debtors on the
same assets in another country when the general rates of in-
flation arc not the same in the two countries.
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Annex
The definit iona d measurement of holding ains
2W
4. Suppose, next, a single change in the quantity occuts on day r
as a result of a purchase, sale orother factor. The total nominal
holding gain over the period as a whole, denoted by G, is then
given by
G:(pn-po)qo + (pn-pt)dt Q)
lf 4 is positive, the second term in (2) measures the holding
gain on the additional quantity of the asset between time r
when it is acquired and the end of the accounting perid. lt 4
is negative, the second term measuras the amount that needs
to be deducted from (prr-p)qo because of the quantity dis-
posed of on day r. Equation (2) can be generalizßÄto coverany
number of changes within the accounting perid, ffi follows:
A. The measurement of nominal holding ains
1. Nominal holding gains must be calculated not only for assets
held throughout the accounting period but also for assets ac-
quired or disposed of during the course of the period. other-
wise, as explained below, it is not possible to reconcile data on
transactions or other changes in assets with the opening and
closing balance sheet figures. The first requirement, therefore,
is to obtain a measure of the total nominal holding gains on the
stock of some asset, given that the quantity held and its price
may vary at any time throughout the accounting period. The
asset may be of any kind-a financial asset, a fixed asset or a
stock of some material, work-in-progress, or a finished prd-
uct held by 
" 
producer.
2. The accounting period must be divided into a large number rr
of short sub-periods, say days. The price of the asset may vary
from day to day and transactions or other changes may take
place each d"y.
I-et 41:the quantity of the asset held at the end of day r;
p1=the price of a unit of the asset during day r;
and dt:Qt-Qt_l
r : 0 r t r 2 . . . n .
The change in the quantity of an asset from one day to another,
d1, has two distinct components: one is due to the deliberate
acquisition or disposal of an asset in transactions with other in-
stitutional units; the other is due to other volume changes such
as the destruction of a physical asset by . natural disaster.
Thus, Ptdtrepresents the combined value of the transactions
and other volume changes in the asset taking place on day t.
Balance sheets are compiled at the ends of day o and day n but
not in between. Note that, by definition,
n
: 9 n - Q o = ) d 1
I
and Epltdenotes the value of all the transactions or other vol-
ume changes in the asset taking place during the accounting
period and recorded in the capital, financial and other changes
in the volume of assets accounts of the System.
3. Suppose, initially, that the opening stock of the asset is held
throughout the accounting period. The nominal holding gain
on that stock would b (pn-po)qo.
G=(pn-po)qo+ 
?(p"  
-  p)dt (3)
( l )
This expression gives the total nominal holding gain accruing
to the holder of an asset over the period as a whole, however
many changes occur in the quantity of the asset held. The ex-
pression is valid in all circumstances, covering situations in
which either or both of Qoand Qnare zßro.
5. Expression (3) provides a direct definition of the value of the
total nominal holding gains on asset over a given period of
time and shows how they may be calculated independently of
the other accounts of the System. It follows that neutral and
real holding gains may similarly be calculated directly and in-
dependently of the rest of the System. It can also be seen that
holding gains are the duals of the values of transactions and
other quantity changes in the sense that the values of transac-
tions and other quantity changes are obtained try applying
prices to changes in quantities whereas the values of holding
gains are obtained by applying quantities to changes in prices.
6. In practice, however, business accounting records arc usually
not kept in such a way as to make it possible to calculate hold-
ing gains directly, except in certain special cases or on certain
assumptions, as explained below. In order to calculate holding
gains directly, it would be necessarJ to k""p records of the
times and prices at which all assets are acquired and the times
and prices of which they are subsequently disposed of whether
Other changes inasset accounts
by sale, use or transfer. Such information is not readily avail-
able in practice.
7. However, because of the duality between transactiorn orother
quantity changes and holding gains, it is possible to derive the
value of holding gains indirectly from balance sheet data and
the values of transactions and other changes. This may be
shown as follows. It follows from (l) above that
Pn(qn- ed = pnY, (4)
Substituting for pn 14 i. (3) and reananging, we obtain the
following identity:
G : (plqn-pa4d-Eptdt (5)
In this identity,poQoand pnqn are the opening and closing bal-
ance sheet values while Epitis the total value of the transac-
tions and other changes taking place within the accounting
period.
8. Expression (5) is one form of the basic identity that closes the
entire System of accounts including the balance sheets. It also
provides a practical method of calculating nominal holding
gains by subtracting the value of all transactions or other
changes from the difference between the values of the stock of
the asset recorded in the opening and closing balance sheets.
For the identity to hold, it is of course necessary that the
System's general valuation rules are respected: all transac-
tions or other changes in assets have to be recorded at the
prices prevailing at the times they take place and the assets re-
corded in the balance sheets must be valued at the prices pre-
vailing at the dates to which the balance sheets relate. For
example, goods entering or leaving inventories must be val-
ued at the pricas prevailing at the times they enter or leave as
B. The measurement of neutral and real holding ains
l. l l leutral holding gains
11. A neutral holding gain has been defined as the holding gain
that would accrue if the price of the asset moved over time in
exactly the same way as some specified general price index.
In order to calculate it, therefore, it is necessary to value the
quantity of the asset held at each point of time in the account-
ing period by its price at the beginning of the period multiplied
by the general price index based on the beginning of the pe-
riod. I-et 4 be the selected general price index based on day o
so that ro = l. If the price of the asset moved in proportion to
this index, the value of the stock of the asset held at the end of
the accounting period, that is, on day n, would b" rrfoqn in-
stead of PnQn The value of the transactions or other volume
changes taking place during the period would be
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distinct from the prices at which the goods may have been
originally acquired.
9. The basic identity given in (5) can be expressed veöally as fol-
lows:
(a) The differcncebetween the values of the stockofagiven
type of asset in the closing and opening balance sheets;
must be equal to
O) The total value of all transactions and other volume
changes in the asset occurring during the accounting pe-
riod;
phts
(c) The total value of all the nominal holding gains accruing
within the accounting perid.
fire identity follows from the ways in which the various ele-
ments are defiDd, valued and recorded. Given the identity, it
is unnecessary to estimate all three components directly; the
value of any one component can be estimated residually from
the other two components.
10. It is important to note that, although nominal holding gains
may be estimated residually by subtracting the value of trans-
actions and other volume changes in assets from the difference
between the closing and opening balance sheet values, they
are not defined residually. Nominal holding gains are not a
balancing item like value added, operating surplus, etc. As al-
ready noted, nominal holding gains can be measured directly
and independently of all other items in the accounts. In princi-
ple, either of the other two components in the above identity
could equally well be derived residually from information on
the other two. For example, the difference between the open-
ing and closing balance sheet values (but not their absolute
levels) can be deduced from complete information on transac-
tions, othe.r changes in assets and nominal holding gains.
The value of the neutral holding gains, NG, is therefore
given by
NG = (rnpoqn- poqo) - E V&t (6)
This expression is the equivalent of that for nominal holding
gains give.n in (5).
l'wdt'
System of National Accounts 1993
12. while it is possible to calculate rtpoqn, it is likely to be im-
possible to calculate E pÄtexactly as it requires data on the
values of the transactions on individual d"yr and not simply
their aggregate for the accounting period as a whole. In prac-
tice, thercforc, it may be necessary to estimate the value of
Erp"dt by adjusting the known value of Epdrthe total value
of all transactions and other volume changes. Forthis purpose,
it is convenient to make use of the ratio of the change in the
general price index to the change in the price of the asset over
the period as a whole. Define:
p = rn/,ro _ rtpo (7)
Pn/Po Pn
when ro:1. lc is a measure of the change in the relative price of
the asset overthe period as a whole and must be known if there
is to be any possibility of calculating neutral and real holding
gains. The conesponding ratio at the middle of the period can
be estimated to be kh andthis term can be applied totprdrto
obtain an estimate of what the total value of the transactions
and other changes would have been if the price of the asset had
increased over the period as a whole by the same proportion
as the general price index. Replaci ngt rrp,4 by yvz Eptd, and
rrfloQnby kpnqngives the following estimate of neutral hold-
ing gains
NG = (kpnqn-poQoy - k'/'Eptd, (g)
This expression is computable. It requires the same informa-
tion as that used to calculate nominal holding gains plus infor-
286
mation on the change in the relative price of the asset over the
period as a whole.
2. ßeal holding gainr
13. Real holding gains are obtained by subtracting the value of the
neutral holding gains from the nominal holding gains. Sub-
tracting (6), the exact expression for neutral holding gains,
from (5), we obtain:
RG==(l -k)pnqn- L(m-rtp"Vt. (9)
Alternativeln subtracting (8), the estimate of neutral holding
gains, from (7), we obtain:
RG=(I -k)n qn - Q-k'hyfindt. (10)
14. The feasibility of calculating (10) is, of course, determined by
the feasibility of calculating (8). Once the value of the neuhal
holding gains have been calculated, the real holding gains are
obtained simply by subtracting theneutral gains from the cor-
responding nominal gains. It can be seen from (10) that the es-
timated real holding gains must be zero if k= 1: that is, if the
relative price of the asset is unchanged over the period as a
whole. It may also be noted that if there arc no transactions or
other volume changes taking place in the accounting period,
both expressions (9) and (10) reduce to the following:
(l - k) p"qn: (pt l p o- rn) p ü o ( l  l )
This is the same as the original expression (3) in the main text
used to define the real holding gain on a given quantity of an
asset.
A.
Xlll. The balance sheet
lntroduction
13.1. Abalance sheet is a statement, drawn up at a particularpoint
in time, of the values of assets owned and of the financial
claims-liabilities-against the owner of thosc assetrs. Ahl-
anoe sheet may be drawn up for institutional units, institu-
tional sectors and the total economy.
13.2. For an institutional unit or sector, the balance sheet provides
an indicator of economic status-i.e., the financial and non-fi-
nancial resources at its disposal that are summarized in the bal-
ancing item net worth. For the economy as a whole, the
balance sheet shows what is often referred to as national
wealth-the sum of non-financial assets and net claims on the
rest of the world.
13.3. The balance sheet completes the sequence of accounts, show-
ing the ultimate result of the entries in the production, distri-
bution and use of income, and accumulation accounts. As
explained in the general introduction to the accumulation ac-
counts and balance sheets in chapter X, the accumulation ac-
counts record the changes in the value of assets, liabilities and
net worth that take place during the accounting perid. Abasic
accounting identity links the opening balance sheet and the
closing balance shect for a given asset:
(a) The value of the stock of a specific type of asset in the
opening balance sheet;
plus
(b) The total value of the assets acquired, less the total value
of those disposed of, in transactions that take place
within the accounting period: transactions in non-finan-
cial assets are recorded in the capital account and tnans-
actions in financial assets in the financial account;
plus
(c) The value of other positive or negative changes in the
volume of the assets held for example, as a result of the
discovery of a subsoil asset or the destruction of an asset
(as a result of war or a natural disaster): thase changes
are recorded in the other changes in the volume of assets
account;
plus
@ The value of the positive or negative nominal holding
tains accruing during the period resulting from a change
in the pricc of the assc[,these are recorded in the rcval-
uation account where they may be frrther decomposed
into ncutral holding gains that reflect changes in the gen-
eral price level and real holding gains that rcflect
changes in the relative price of the asset;
is identical with
(e) The value of the stock of the asset in the closing balance
sheet.
13.4. fire existence of a set of balance sheets integrated with the
flow accounts encourages analysts to look mot€ broadly in
monitoring and assessing economic and financial conditions
and behaviour. Batance sheets provide information necessary
for analysing a number of topics. For example, in studies of
the factors determining household behaviour, consumption
and saving functions have often included wealth variables to
capture the effects of such factors as price fluctuations in cor-
porate securities or the deterioration and obsolescence of
stoclcs of durable consumer goods on households'purchasing
patterns. Further, household balanse sheets are needed in
order to assess the distribution of wealth and liquidity.
13.5. For corporations, balance sheets permit the computation of
widely used ratios that involve data on the level of the item.
Banla and other financial institutions, for example, observe
specific nesele ratios. Non-financial corporations also pay
heed to certain mtios-for instance, current assets in relation
to cument liabilities and the market value of corporate shares
in rclation to the adjusted book value. Data on the stocks of
fixed assets owned by corporations, as well as by other insti-
tutional units, are useful also in studies of their investment
behaviour and needs for financing.
13.6. Balance sheet data on the mineral deposits, land and similar
natural resources owned by the institutional units in the econ-
omy are of interest for monitoring the availability and exploi-
tation of1hgs resources and for formulating environmental
policies. Balance sheet data on the level and the composition
of tangible and financial assets also are of considerable inter-
est as indicators of the economic resources of a nation and for
assessing the external debtor or creditor position of a country.
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Table 13.1.
Assets
Account lV: Baf ance sheets
Accounts
-
ry.1.
Opening
balance
sheet
Total
eco- House-
nomy NPISHS holds
- - -
9 922 324 2822
6 047 243 I 698
5 544 23t | 423
23r 2 97
272 t0 t78
3 87s 8l I r24
3 809 8l I t24
66
Tranractiom, oüer flowt, rtockr
rnd brlrncing itcmr
s.1 s .15  S .14  S .13  S .12  S .11
Total
I
9 922
6 047
5 544
231
272
3 875
3 809
66
7 365
770
General
govern-
ment
-
I 591
l 001
913
47
4l
590
578
t 2
c0rpo-
rations
-
tu
104
99
c0rp0-
rations
-
5 041
3 001
2 878
85
38
2 040
I 989
5 l
AN
AN.I
AN.I I
AN.12
AN.I3
AN.2
AN.2I
4N.22
Non-
Finan- finan-
cial cial
5
40
37
3
Non-financial assets
Produced assets
Fixed assets
Inventories
Valuables
Non-produced assets
Tangible non-produced assets
Intangible non-produced assets
s87
388
454
409
396
361
6 792
770
482
263
384
296
370
227
r72 l  819 396 3 508
80 690
150
950
l r 5  I  1 8 7
t2 651
20 30
l9
897
382
90
50
200
25
150
I l0 840
25 198
8 2 4
22 4tl
4 291
3 5 5
AF
AF.I
AF.2
AF.3
AF.4
AF.5
AF.6
AF.7
Financial assets/liabilities
Monetary gold and SDRs
Currency and deposits
Securities other than shares
Loans
Shares and other equity
Insurance technical reserves
Other accounts receivable/payable
8.90 Net worth
rv.2.
Changes
in
balance
sheet t
2 5  l l 0
21  6 l
2t 47
4
l 0
4 4 94oi
33 r99
482
289
239
34
t 6
r93
l 9 l
2
787
l 9
130
t87
2s0
80
38
82
482
289
239
34
l 6
193
l9 l
2
730
l 8
l l 9
178
240
75
38
6t
AN
AN.I
AN.I I
AN.I2
AN.I3
AN.2
AN.2I
4N.22
56
25
20
I
4
30
30
I
- l
I
- 2
2
I
290
t82
150
29
3
108
108
Total changes in assets/liabilities:
Non-financial assets
Produced assets
Fixed assets
Inventories
Valuables
Non-produced assets
Tangible non-produced assets
Intangible non-produced assets
t2 68
13 35
5
l 1 3
38
8 4 0
w 2 %
l t 7
7  1 5
29 80
4s 163
34 19
6
8 l
t 7
2 l
27
9
AF
AF.I
AF.2
AF.3
AF.4
AF.5
AF.6
AF.7
Financial assets/liabilities
Monetary gold and SDRs
Currency and deposits
Securities other than shares
Loans
Shares and other equity
Instrrance technical reserves
Other accounts receivable/payable
B. l0
B. l0 . l
8.10.2
8.10.3
B. l0 .3 l
B.10.32
Changes in net worth, total
due to:
Saving and capital transfers
Other changes in volume of assets
Nominal holding gains/losses
Neutral holding gains/losses
Real holding gainillosses
IV.3.
Closing
balance
sheet t
l0 404
6 336
s 783
265
288
4 068
4 000
68
8 152
788
l0 404
6 336
s 783
265
288
4 068
4 000
68
7 522
5 331
3 183
3 028
tt4
4l
2 r48
2 097
5 l
AN
AN.I
AN.I I
AN.12
AN.I3
AN.2
AN.2I
4N.22
: :
349 2932
264 | 759
252 | 470
2  l 0 l
l 0  188
85 | t73
85 | r72
I
: :
| &7 145
| 026 103
933 100
48
4 s 3
620 42
608 38
1 2 3
3 802
707
l 5
l 030
I 350
670
30
Non-financial assets
Produced assets
Fixed assets
Inventories
Valuables
Non-produced assets
Tangible non-produced assets
Intangible non-produced assets
2  018  519
788 8l
601 t22 908 157
44t 38 233 29
624 8 29 160
37t 23 424 46
408 4 329 20
288 ll 95 25
205 978
399
l l l
77
209
25
t57
AF
AF.I
AF.2
AF.3
AF.4
AF.5
AF.6
AF.7
Financial assetMiabilities
Monetary gold and SDRs
Currency and deposits
Securities other than shares
Loans
Shares and other equity
Insurance technical nrserves
Other accounts receivable/payable
7t7
575
704
489
434
u3
8.90 Net worth
I Difrerences betwea data on indivülual items and totals of holding gaiadlorscs may ad bc cntirely
conskGnt dur to rounding erors.
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s . l 1
Liabilities and net worth
s.12 s.13 s.14 s .15 s.1
I 817 3 38i 68:- 289
r02
2t2
328
4
l 9
22 108
4 tzt 268 I 300 4 352
rss 28s
130
87
l 0
2t6 l0 2
4  - 3 8
- 4  2
10 38
5 2 6
5 1 2
tgn  3669
l 0
2
r69
40
44
897
687
t 2
r37
I  281
I 053
7t5
335
l 4 l l
I  140
t92
l7
292
2t4
78
tzt 6 298
471
3 l l
437
406
371
302
37s 10  416
38
43
5
35
6 595
767
lV.2.
Changes
in
balance
sheet I
33176
2
7 l
93 28 24
430
38
7
68
42
37
2 lr78
2
96
87
9
65
t7
t34
82
5 l
IV.3.
Closing
balance
sheet I
40
5 l
965
729
t2
r74
ßn
863
104
283
421
6 975
38 I 603
r 476
67 l 650
4  1 4 8 3
5 409
32 I 13 35 354
n8 | 302 I Ag 406 l0 951
3n r4g
l0
2
t97
745 4
373 19
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13.7 . Information on stoclcs of fixed assets are used in the analysis
of production and productivity. For this purpose, however,
data are needed for industries, ratherthan forsectors. The Sys-
tem provides for data on stoclcs of fixed assets and inventories
by indtrstry, as described in chapt,er XY as part of the use table.
l. Structure of the account
13.8. The balance sheet records assets on the left and liabilities and
net worth on the right, as do the accumulation accounüs for
changes in these items. In table 13. 1, Account IV two catego-
ries of non-financial assets are distinguished: produced assets,
which have come into existence as outputs from production
Proc€sses, ard non-produced assets, which either are naturally
occurring or are devised by man outside the production
boundary. Amore detailed balance sheet can be derived using
the full detail of the classification of assets, which is given in
the annex to this chapter.
13.9. In addition to non-financial assets, the balance sheet also in-
cludes financial assets and liabilities. Most financial assets are
matched by 
" 
liability; they come into existence by the estab-
lishment of a claim on another institutional unit. However, fi-
nancial assets also include monetary gold, Special drawing
rights (sDR) of the International Monetary Fund (IMD,
shares in corporations (which their holders treat much the
same as financial claims) and certain financial derivatives;
there are no liabilities outstanding with respect to monetary
gold and SDRS, while the System treats both shares and these
derivatives as liabilities by convention.
13.10. The balancing item in the balance sheet is net worth, which is
defined as the value of all the assets owned by an institutional
unit or sector less the value of all its outstanding liabilities.
changes in net worth can thus be explained fully only by ex-
amining the changes in all the other items that make up the bal-
ance sheet.
13. I l. . A balance sheet relates to the values of assets and liabilities at
a particular moment of time. The System provides for balance
sheets to be compiled at the beginning of the accounting pe-
riod (the same as the end of the preceding period) and at its
end. The System then provides for a complete recording of the
changes in the values of the various items in the balance sheet
between the beginning and end of the accounting period-i.e.,
over the same time Period as that to which the flow accounts
of the System relate. The recording of these changes in the
changes in balance sheets account is discussed in section C
below.
2. Main categories of assets: their
scopo and characteristics
13.12. An economic asset, as described in the general introduction to
the accumulation accounts and balance sheets paragraph 10.2
of chapter X, is an entity functioning as a store of value:
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(a) Over which ownership rights are enforced by institu-
tional units, individually or collectively; and
(b) From which economic benefits may be derived by itrs
owner by holding it, or using it, over a period of time.
The @onomic benefiüs consist of primary incomes derived
from the use of the asset and the value, including possible
holding gainsflosses, that could be reali rdby disposing ofthe
asset or terminating it.
13.13. The soverage of each asset category is set out in the annex to
this chapter. the discussion that follows here only sketches the
content of the categories of assets and liabilities in the balance
sheet.
Non-financial produced assets (AN.1 l
13.14. Pnoduced assets ane non-financial assets that have some into
existence as outputs from production processes.
13.15. The classification of produced assets is designed to distin-
guish among assets on the basis of their role in production. It
consists of fixed assets, inventories and valuables. Fixed as-
sets-buildings and other structures, machinery and equip-
ment, cultivated assets and certain intangible assets-ane used
repeatedly or continuously in production. Inventories are used
up in production as intermediate consumption, sold or other-
wise disposed of. Valuables are not used primarily forproduc-
tion or consumption, but are instead acquired and held
primarily as stores of value.
13.16. As explained in chapter X, paragraphs 10.69 to 10.74, two
kinds of durable goods used by producers-namely, small
tools and certain kinds of military equipment-are excluded
from gross fixed capital formation so that there are no core-
sponding fixed assets. In addition, transport equipment and
other machinery and equipment acquired by households for
final consumption are not considered fixed assets, although
they are included in the memorandum item "consumer dura-
bles" in the balance sheet.
Non-financial non-produced assets (AN.2l
13.17. By definition, non-produced assets come into existence other
than through processes of production. The classification is de-
signed to distinguish assets on the basis of the way they come
into existence. Some of these assets occur in nature; others,
which may be referred to as constructs devised by society,
come into existence by legal or accounting actions.
13.18. Thngible non-produced assets are natural assets-land, sub-
soil assets, non-cultivated biological resources and water re-
sources-over which ownership may be established and
transferred. The natural asset boundary in the System is deter-
mined, in compliance with the general definition of an eco-
nomic asset, by whether the assets arc subject to effective
ownership and are capable of bringing economic benefits to
their ownets, given the existing technology, knowledge, eco-
Balance sheet
nomic opportunities, available resornces, ild set of rclative
prices. Environmental assets over which ownership rights
have not, or cannot, be established, such as open lnas or air,
are excluded.
13.19. Intangible non-produced assets include patented entities,
transferable contracts, purchased goodwill, etc. Entities not
evidenced by legal or accounting actions-i.e., such actions
as the granting of a patent or the conveyan@ of some eco-
nomic benefit to a third party-are excluded.
Financial assets and liabilities (AF.l
13.20. Financial assets are entities meeting the general criteria for
economic assets-i.e., they are entities over which ownership
rights are enforced by institutional units, individually or col-
lectively, and from which economic benefits may be derived
by their owners by holding them, or using them over a period
of time-that differ, except formonetary gold and sDRs, from
other assets in the System in that there is a counterpart liability
on the part of another institutional unit.
13.21. The classification of financial assets and liabilities is designed
to distinguish types of instruments according to the liquidity
of the instrument and the legal characteristics of the instnr-
ment that describe the form of the underlying creditor/debtor
relationship. On this basis it distinguishes monetary gold and
SDR, currency and deposits, securities other than shares,
loans, shares and other equity, insurance technical reserves
and other accounts receivable/payable. A more detailed level
of classification is recommended in the case of instruments for
which information about the class of debtor or creditor is of
particular importance analytically and is feasible to gather,
such as liabilities to, and claims on, non-residents.
L3.22. TWo major exclusions should be noted. First, contingent assets
or liabilities are treated as financial assets and liabilities only
if the claim or liability is unconditional to both parties and/or
the arrangement has an observable value because it is tradable.
Otherwise, contingent assets or liabilities are not treated as fi-
nancial assets or liabilities in the System, as discussed in chap-
ter XI. Secondly, sums set aside in business accounting to
provide for transactors'future liabilities, either certain or con-
tingent, or for transactors' future expenditures generally are
not recognized in the System. (The only "provision" recog-
nized in the System is accumulated consumption of fixed cap-
ital.) Only actual current liabilities to another party or parties
are explicitly included. When the anticipated liability be-
comes actual-for example, a tax lien-it is included.
3. Financial easing
13.23. A financial lease is a contract between lessor and lessee
whereby the lessor purchases a good that is put at the disposal
of the lessee and the lessee pays rentals that enable the lessor,
over the period of the contract, to cover all, or virtually all,
costs, including interest. Financial leases may be distin-
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guished by the fact that all the rislc and rpwards of ovrnership
ane, de facto, transferrcd from the legal owne,rof the good (the
lessor) to the user of the good (the lessee.) The System's heat-
ment of financial leasing is designed to move away from the
legal arrangements to capture the economic reality of such ar-
rangements, by treating goods under a financial lease as if they
werc purchased by the user. The hansactions involved werc
described in chapter X, paragraph lO.U, and in chapter )ü,
paragraphs I l.3l and I 1.82.
13.24. tn the System, goods under a financial leasc-in practice, ol-
most exclusively machinery and equipment-ar€ beatod as if
purchased and owned by the llser. The acquisition of a fixed
asset by the lessee is heated as being financed by a financial
claim, classified as a loan. For example, if a bank leases a rail-
way car to a railnoad, at the time the railroad is deemed to take
ownership of the railway car, the market value of the railway
car is recorded as an asset and the loan is recorded as a liability
in the balance sheet of the railroad. The loan also appeam as an
asset in the balance sheet of the bank. Su@uent balance
sheets reflert the value of the railway car less the accumulated
consumption of fixed capital and the amount of the loan less
the accumulated part of the rental that is considered a repay-
ment, in instalments, of the loan.
4. General principler of valuation
13.25. For the balance sheets to be consistent with the accumulation
accounts of the System, a particular item in the balance sheet
should be valued as if it were being acquired on the date to
which the balance sheet relates, including any associated costs
of ownership trans r in the case of non-financial assets. This
implies that assets and liabilitiqs (and thus net worth) are to be
valued using a set of prices that are curent on the date to which
the balance sheet relates and that rcfer to specific assets.
13.26. Ideally, these prices should be observable prices on markets
whenever such prices are available for the assets and liabilities
in question. Prices at which assets may be bought or sold on
markets are the basis of decisions by investors, producers,
consumers and other economic agents. Forexample, investors
in financial assets (such as securitie.s) and tangible assets (such
as land) make decisions in respect of acquisitions and dispos-
als of these assets in the light of their values in the market. Pro-
ducers make decisions about how much of a particular
commodity to produce and about where to sell their output by
reference to prices on markets. For a given asset, the price is
the same for purchaser and seller, and, in the case of financial
assets, for creditor and debtor.
13.27. When there are no observable prices because the items in
question have not been purchased/sold on the market in the re-
cent past, an attempt has to be made to estimate what the prices
would be were the assets to be acquired on the market on the
date to which the balance sheet relates. In estimating the cur-
rent market price for balance sheet valuation, a price averaged
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over all transactions in a market can be uscd if the market is
one on which the items in question arc regularln actively and
freely traded.
13.28. In addition to prices observed in markets or estimated fr,om ob
served prices, current prices may be approximated forbalance
sheet valuation in two other ways. In some cascs, prices mey
be approximated by accumulating and rcvaluing acquisitions
less disposals of the asset in question over its lifetime; this gen-
erally is the most practical and also the preferrcd method for
fixed assets, but it can be applied to other assets as well. ln
other cases, market prices may be approximated by the pres-
ent, or discounted, value of futurc economic benefits expected
from a given asset; this is the case for a number of finarrcial
assets, natural assets and intangible assets. With good infor-
mation and efficient markets, the values of the assets obtained
by accumulating and revaluing transactions should equal, or
at least approximate, both the present, ordiscounted, values of
the remaining future benefits to be derived from them and their
market values when active secondhand markets exist. Thesc
three price bases are discussed below in general terms.
Value observed in markets
13.29. The ideal source of price observations for valuing balance
sheet items is a market, like the stockexchange, in which each
asset traded is completely homogen@us, is often traded in
considerable volume and has its market price listed at rcgular
intervals. Such markets yield data on prices that can be multi-
plied by indicators of quantity in order to compute the total
market value of different classes of assets held by sectors and
of different classes of their liabilities. These prices arc avail-
able fornearly all financial claims, existing real estate (i.e., ex-
isting buildings and other structures plus the underlying land),
existing transportation equipment, crops, and livestock as
well as for newly produced fixed assets and inventories.
13.30. For securities quoted on a stock exchange, for example, it is
feasible to gather the prices of individual assets and of broad
classes of assets and, in addition, to determine the global val-
uation of all the existing securities of a given type. In some
countries, anotherexample of a market in which assetsmay be
traded in sufficient numbers to provide useful price informa-
tion is the market for existing dwellings.
13.31.. [n addition to providing direct observations on the prices of as-
sets actually traded therc, information from such markets may
also be used to price similar assets that are not traded. For ex-
ample, information from the stock exchange also may be used
to price unquoted securities by analogy with similar, quoted
securities, making some allowance for the inferior marketabil-
ity of the unquoted securities. Similarly, appraisals of tangible
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asscts for insuranoe or other purposes generally are based on
obscrved prices for items that arc close substitutcs, although
not identical, and this approach can be used for balance sheet
valuation. For a discussion of the special valuation problems
associated with dir€ct investment enterprises, sloe chapter
XIV, paragraptrs 14.49 and 14.159.
Values obtained by accumulating and revaluing transactions
13.32. For some assets, initial acquisition costs (appropriately reval-
ud) are written off-amortizcd-ovetr the asset's expected
life. For this method, a pattern of decline must be chosen, üd
rcference may be made to tax laws, accounting conventions,
etc. The value of such an asset at a given point in its life is given
by its curtent acquisition price less the accumulated value of
these write-offs. This valuation is typically used for non-pro-
duced intangible assets, such as purchased goodwill and pat-
ented entities.
13.33. In addition, most fixed assets arc recorded in the balance
sheets at currcnt writtendown value-i.e., at current
purchasers'or basic prices writtendown for the accumulated
consumption of fixed capital, a valuation frequently referred
to as'writtendown replacement cost". When fixed assets arc
valued in this *8y, the balance sheet values are consistent with
the measures of consumption of fixed capital elsewhere in the
System.
Present value of future returns
13.34. In the case of assets for which the rcturns either are delayed (as
with timber) or arc spread over a lengthy perid (as with sub-
soil assets), although normal prices are used to value the ulti-
mate output, a rate of discount must, in addition, be used to
compute the present value of the expected future retums. It is
thus necessary to derive a capitalization factor-a factor that
works back from the present value of the expected futurc re-
turn to the value of the asset-from information about the mar-
ket. The rate of discount and the capitalization factors should
be derived from information based on tnansactions in the par-
ticular type of assets under consideration-forest lands, mines
and quarries-rather than using a general rate of interest, such
as one derived from the yield on government bonds.
Assets in foreign currencies
13.35. Assets and liabilities denominated in forcign currencies
should be converted into the national currency at the market
exchange rate prevai| ing on the date to which the balance sheet
rclates. This rate should be the mid-point between the buying
and selling spot rates for currency transactions. Valuation
when a multiple exchange rate system is in operation is dis-
cussed in chapters XIV and XIX.
Balance sheet
B. The entries in the balance sheet
13.36. Definitions of the asscts in the balance sheet at the most de-
tailed level of the classification of assets are in the annex to this
chapter. Definitions arc repeated in this section only to the ex-
tent needed to provide the context for information on valua-
tion specific to particular assets and other specialized topics.
l. Produced mretr (All.|I
Fixed assets (AN.l 1l
Tangiblc fixcd assers (AN.lll)
13.37. Tangible fixed assets include buildings and other stnrctures
(including historic monuments); transportation equipment
and other machinery and equipment; and cultivated assets in
the form of livestock and plantations of trees yielding repeat
products, orchards, vineyards, etc.
13.38. In general, tangible fixed assets have to be recorded at currcnt
written-down values-i.e., at the current purchasers' prices
(or basic prices in the case of own-account production) of new
assets written down by the accumulated consumption of fixed
capital on the assets. Purchasers' costs of ownership transfer
associated with these assets, appropriately written down, are
included in the balance sheet values (see chapter X for a nu-
merical example). The cornmon method of making thase esti-
mates is the perpetual inventory method (PIM), which is
de.scribed in chapter VI. When the PIM is used, the value of
the stock of fixed assets on a given date is based on estimates
of fixed capital formation, classified by type of asset and year
of acquisition, that have been accumulated (after deduction of
the accumulated consumption of fixed capital) and revalued
over a long enough period to cover the acquisition of all fixed
assets in the stock in question. Where there exists an active
markä for a particular existing asset, the PIM calculation of
consumption of fixed capital should take into account the ob-
served prices on markets for these assets when they are ac-
tively traded (see chapter X).
13.39. Because dwellings are traded in the normal course of events,
prices observed in the real estate market may also be used to
supplement the valuation at written-down replacement cost.
Markets for existing automobiles, aircraft, and other transpor-
t^tion equipment also may be sufficiently representative to
yield useful price observations to supplement the valuation at
written-down replacement cost. For assets for which prices
exist on markets, a valuation at these prices may be shown as
a memorandum item in addition to the current written-down
value in order to preserve the record of these prices.
13.40. In the case of existing industrial plant and equipment, how-
ever, observed prices on markets may not be suitable for de-
termining values for use in the balance sheets, however,
because many of the transactions involve assets that for some
reason atc not typical-i.e., they embody specialized charac-
teristics, they arc obsolete orthey are being disposed of under
financial duress.
13.41. Historic monuments are included in the balance sheets only
when their significance has been recognized by someone
other than the owner, as evidenccd by . sale or by a formal 
"1rpreisal. fir"y should be valucd at the most rpcent sale pri"e,
updated, if need be, by a general pn"" index.
13.42. For Balance Shect purposcs, livestock (including fish) that
continue to be usod in production year after year should be val-
ued on the basis of the cunent purchasers' p,rices (or basic
prices in the case of own-account) for animals of a given age.
Such information is less likely to be available for trees (includ-
ing shrubs) cultivated for products they yield year after year;
they should then be recorded at th.e current written-down value
of the cumulative capital formation.
Intangible fixed assets (AN.I 12)
13.43. Mineral exploration should be valued either on the basis of the
amounts paid under contracts awarded to other institutional
units for the purpose or on the basis of the costs incurrcd for
exploration undertaken on own account. That part of explora-
tion undertaken in the past that has not yet been fully written
offshould be revalued at the prices and costs of the current pe-
riod.
13.44. Computer software should be valued on the basis of the
purchasers' price paid for the software or, in the absence of
such prices, on the basis of costs of production when produced
in-house. Software acquired in previous years and not yet fully
written down should be revalued at current prices or costs
(which may be le,ss than the original price or cost).
13.45. Entertainment, literary or artistic originals and other intangi-
ble fixed assets should be valued at the acquisition price when
these intangible assets are actually traded on markets. In the
case of intangible assets that have been produced on own-ac-
count, it may be necessary to value them on the basis of their
costs of production, appropriately revalued at prices of the
current perid and written down. Otherwise, it may be neces-
sary to use estimates of the present value of the expected future
receipts to be received by the owners of such assets.
Inventories (AN.1 2)
13.46. Inventories are stocks of goods and services held by producers
that are intended for sale, uss in production or other use at a
later date.
13.47 . With respect to the time of recording, it should be emphasizßÄ
that inventories produced as outputs or intended for intenne-
293
System of National Accounts 1993
diate consumption in production should be valued at the prices
prevailing on the date to which the balance sheet relates, and
not at the prices at which the products were valued when they
entered inventory. In the balance sheets, figures for invento-
ries frequently have to be estimat"d by adjusting figures of
book values of inventories in businessr accorurts, as descrribed
in chapter VI.
13.48. As is the case elsewhere in the System, inventories of materi-
als and supplies arc valued at purchasets'prices, and invento-
ries of finished goods and work-in-progress are valued atbasic
prices. lnventories of goods intended for resale without fur-
ther processing by wholesalers and retailers are valued at
prices paid for them, excluding any transportation costs in-
curred by the wholesalers or retailers. For work-in-progt€s
inventories, the value for the closing balance sheet can be cal-
culated by applying the fraction of the total production cost in-
curred by the end of the period to the basic price realized by
the finished product on the date to which the balance sheet rc-
lates. If the basic price of the finished product is not available,
it can be estimated by the value of production cost with a mark-
up for expected net operating surplus or estimated net rnixed
income, as explained in chapter X, paragraphs 10.108 to
10.115. This approach can be used, for example, for partially
completed structures, machinery and equipment, softwarc and
architectural and design services with long production peri-
ods, which are included in work-in-progress inventories to the
extent that no transfer of ownership to the intended user is
deemed to have taken place. (Own-account production of
buildings and structures produced undera contract of sale/pur-
chase agreed in advance are treated as gross fixed capital for-
mation because the transfer of ownership to the intended user
is deemed to have taken place.)
13.49. Growing single-use crops (including timber) cultivated by
human activity and livestock being raised for slaughter are
also counted as work-in-progress inventories. The conven-
tional way of valuing standing timber is to discount the future
proceeds of selling the timber at current prices after deducting
the expenses of bringing the timber to maturity, felling, etc.
For the most pafr, other crops and livestock can be valued by
reference to the prices of such products on markets.
Valuables (AN.1 3l
13.50. Valuables are items that are not used primarily for production
or consumption, that are of significant value, that are expected
to appreciate or at least not to decline in real value, that do not
deteriorate over time in normal conditions, and that are ac-
quired and held primarily as stores of value.
13.51. Given their primary role, it is especially important to value
works of art, antiques, jewellery precious stones and metals at
currcnt prices. To the extent that well-organized markets exist
forthese items, they should be valued at the actual orestirnated
price that would be paid for them were they purchased on the
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market, including any agents'fees or @mmissions, on the date
to which the balance sheet rclates.
13.52. An approach in the absence of organized markets is to value
thesc items using data on the values at which th"y are insured
against firc, theft, etc., to the extent information is available.
2. ilorproducod asetl (AII.2!
Tangible non-produced assets (AN.21 l
13.53. Tangible non-produced assets are assets that occur in naturc
and over which ownership rights have been established. Envi-
nonmental assets over which owneship rights have not, or
cannot, be established, such as the high seas or air, are ex-
cluded because th"y do not qualify as economic assets.
I^arul (AN.ZII)
13.54. knd is defined in the System as the ground itsell including
the covering soil and any associated surface waters over which
ownership rights arc enforced. Excluded arc any buildings or
otherman-made structures situated on it orrunning through it;
cultivated crcps, trees and animals; subsoil assets; non-culti-
vated biological resources and water resources.
13.55. The value of land includes the value of the stock of major im-
provements that cannot be physically separated from the land
itself. Thus, although expenditure.s on land improvements are
treated as grossr fixed capital formation in the System, they do
not lead to tangible assets that can be shown in the balance
sheets separately from the land itself. L,and is valued at its cur-
rent price paid by a new owner, including writtendown costs
of ownenhip transfer.
13.56. Because the current market value of land can vary enornously
according to its location and the uses for which it is suitable or
sanctioned, it is essential to identify the location and use of a
specific piece or tract of land and to price it accordingly. In a
number of instances it may be difficult, if not impracticable,
to separate the value of land from that of the buildings erected
on it, because in the market for real estate, as well as in the ac-
counting records of transactoß, distinctions are often not
made between the buildings and the land on which they stand.
13.57. For land underlying buildings, the market will, in some in-
stiances, furnish data directly on the value of the land. Morc
typically, however, such data are not available and a mone
usual method is to calculate ratios of the value of the site to the
value of the structurc from valuation appraisals and to deduce
the value of land from the replacement cost of the buildings or
from the value on the market of the combined land and build-
ings. When the value of land cannot be separated from the
building, structure, or plantation, vineyard, etc. above it, the
composite asset should be classified in the category represent-
ing the greater part of its value.
13.58. It is usually much easier to make a division between land and
buildings for the total economy than for individual sectors or
Balance sheet
sub-sectors. Separate figures arc needed for studies of national
wealth and environmental problems. Fortunaüeln combined
figures are often suitable for purposes of analysing the behavi-
our of institutional unitrs and s@tols.
Subsoil assers (AN.z 12)
13.59. Subsoil assets are proven reserves of mineral deposits located
on or below the earth's surface that are economically exploit-
able given currcnt technology and relative prices. Mine shafts,
wells and other exhaction sites are included with structures
rather than with the subsoil asset.
13.60. The value of the resewes is usually determined by the present
value of the expected net rcturns resulting ftom the commer-
cial exploitation of those assets, although such valuatiorrs are
subject to uncertainty and rcvision. As the owneship of sub-
soil assets does not change frequently on markets, it may be
difficult to obtain appropriate prices which can be used for val-
uation purposes. In practice, it may be necessary to use the val-
uatiorrs which the owners of the assets place on them in their
own accounts.
Other natural assets (AN.zl3 and AN.214)
13.61. Non-cultivated biological resources and water resources are
included in the balance sheet to the extent that they have been
recogniz,ed as having economic value that is not included in
the value of the associated land. As observed prices are not
likely to be available, they are usually valued by the present
value of the future returns expected from them.
Intangibfe non-produced assets (AN.22)
13.62. Intangible non-produced assets entitle their owners to engage
in certain specific activities or to produce certain specific
goods or service and to exclude other institutional units from
doing so except with the permission of the owner. The owners
of the assets may be able to earn monopoly profits by restrict-
ing the use of the assetrs to themselves. Included are patented
entities, leases and other transferable conhacts, and purchased
goodwill.
13.63. Whenever possible, intangible assets should be valued at cur-
rent prices when th"y arc actually traded on marketrs. Other-
wise, it may be necessary to use estimates of the present value
of the expected future returns to be received by the owners of
such assets. For purchased goodwill, valuation should be at
acquisition cost less accumulated amortization (appropriately
rcvalued).
3. Finrnciel rlretr/licbilitior (AF.l
13.9. In line with the general valuation principles described above,
finaneial assets and liabilities should be valued at current
prices wheneverthey arc rcgularly had€d on organizdfinan-
cial madcets, md th"y should also be assigned the same value
in the balance sheets whether they appear as assets or liabili-
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ties. the prices should exclude service charges, fees, commis-
sions and similar payments for services provided in carrying
out the transactions. Financial claims that are not traded on or-
Eanizedfinancial markets should be valued by the amount that
a debtor must pay to the ereditor to extinguish the claim.
Monetary gold and SDRs (AF.ll
13.65. Monetary gold is to be valued at the price established in organ-
izrÄ markets or in bilateral arrangements between central
banls. The value of the SDR is determined daily by the IMF
on the basis of a basket of currencies, and rates against domes-
tic cunencies are obtainable from the prices in foreign ex-
change markets; both basket and weights are revised from
time to time.
Currency and deposits (AF.2l
13.66. For currency, the valuation is the nominal or face value of the
currency. For deposits, the values to be recorded in the balance
sheets of both creditors and debtors are the amounts of princi-
pal that the debtors are contractually obliged to repay the cred-
itors under the terms of the deposits when the deposits are
liquidated. Arry margin payments related to options or futures
contracts are included in other deposits
Securities other than shares (4F.3)
13.67. In principle, short-term securities, and the corresponding lia-
bilities, are to be valued at their current market values. Such a
valuation is particulady important under conditiors of high in-
flation or high nominal interest rates. If market values are not
available, short-term bonds issued at par should be valued at
the face value plus accrued interest not due for payment or not
paid, and discounted bonds should be valued at the issue price
plus accrued interest. The longer the original maturity of a se-
äilt::"f';:i::fräHx*:ffi;':il::lH
necommended, therefore, that the use of par values should be
restricted to bills issued at a discount whose original maturities
do not exceed ttmee months and to short-term bills or bonds
issued at par that carry a stated rate of interest.
13.68. As a general principle, long-term securities, and the corre-
sponding liabilities, are to be valued at the current prices of the
securities on financial markets when th"y are rcgularly traded.
13.69. l.ong-term securities should always be valued at their current
prices on markets, whether th"y are bonds on which regular
payments of interest are paid or deepdiscounted or zero-cou-
pon bonds on which little or no intenest is paid. Although the
nominal liability of the issuer of a long-üerm security may b
fixed in money terms, the market prices at which fixed interest
secwities are haded may vary corrsiderably in response to
variations in general market raües of interest. As the issuer of
a long-term security usually has the opportunity to refinance
the debt by repurchasing the security on the market, valuation
at market prices is generally appropriate for both issuers and
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holders of long-term securities, especially financial transac-
tors who actively manage their assets or liabilities. Deepdis-
counted and zerotoupon bonds should always be valued in
the balance sheets at their current market values. When gen-
eral market rates of interest fluctuate, the market value of such
bonds may diverge significantly from their face or par values
reduced by the remaining actual and/or imputed interest pay-
ments which are still due to be paid on them.
13.70. The treatnent of derivatives is discussed in chapter XI. Traded
financial options, traded financial futures and warrants should
be included in the balance sheets at market value. Depending
on how margin systems operate, it may be appropriate to enter
zßrofor the value of the option, as any profits (losses) will have
been received (paid) daily by the holder. The counterpart of
these asset entries should be entered as a liability.
13.71. Other financial options should be valued in the balance sheets
as either the current value of the option, if this is available, or
the amount of the premium paid. A liability should be entered
in the sector of the writer of the option to represent, by conven-
tion, either the current value of buying out the rights of the op-
tion holder or the accrual of a holding gain.
Loans (AF.4l
13.72. The values to be recorded in the balance sheets of both credi-
tors and debtors are the amounts of principal that the debtors
are contractually obliged to repay the creditors when the loans
mature.
Shares and other equity (AF.s)
13.73. Shares and other equities should be valued in the balance
sheets at their current prices when they are regularly traded on
stock exchanges or other organized financial markets. The
value of shares in corporations that are not quoted on stock ex-
changes or otherwise traded rcgularly should be estimated
using the prices of quoted shares that are comparable in earn-
ings and dividend history and prospects, adjusting downward,
if necessary, to allow for the inferior marketability or liquidity
of unquoted shares. Equity in quasi-corporations should be
valued as equal to the value of the quasi-corporations' assets
less the value of their liabilities.
13.74. As noted in the discussion of net worth paragraph 13.83
below, shares and other equities are liabilities of corporations,
and even though a corporation is wholly owned by its share-
holders collectivelS it is seen to have a net worth-derived in
the same way as for all other institutional units-in addition to
the value of the shareholders' equity. By convention, rein-
vested earnings of direct investment enterprises are consid-
ered to be distributed in property income and subsequently
reinvestd, and the net worth of those resident direct invest-
ment enterprises that are branches of non-resident enterprises,
which are treated as quasi-corporations in the System, is zero.
Direct investment enterprises may receive or pay capital trans-
fers, incur holding gains/losses, etc., so that their actual
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change in net worttr is not the same as the change in shares and
other equity recorded in the financiat account.
Insurance technical reserues (AF.6l
13.75. Insurance technical reserves @nsist of net equity of house-
holds in life insuranoe reserves and in pension funds, prepay-
ment of premiums and reseryes against outstanding claims.
These neserves are invested in various other kinds of assets
zuch as land, buildings, financial assets, valuables, etc. The as-
sets of which the reserves are composed are valued in the bal-
anee shect at their actual or estimated currcnt prices.
13.76. In the case of net equity of households in life insurance, the
covered individuals have claims to the futurc payment of a
capital sum on the occwrenoe of death, ild it is possible to as-
certain the present value of the individuals' actuarially deter-
mined claims to the payment of capital or income. This value
is the liability of life insurance enterprises fe-rr reserves against
outstanding risks and reserves for with-profit insurance that
add to the value on maturity of with-profit endowments or
similar policies; this amount is counterbalanced by an equiv-
alent amount of assets. In the case of with-profit insurance, the
reserves include various types of gains distributed to the in-
sured as deferred profits. The usual accounting practice of mu-
tual insurance enterprises-i.e., where the policyholders arc
the owners-is to transfer realizßd and perhaps unrealized
holding gains to policyholders'resetves when they become
large and are considered to be perrnanent.
13.77. In the case of net equity of households in pension funds, the
covered individuals have claims to the future payment of in-
come on the attainment of a specified age and/orperiod ofcov-
erage. The natuns of liability of the funds-and asset of
households-depends on the kind of pension plan.
13.78. Defined benefit pension plans arc those in which the level of
pension benefits promised to participating employees is guar-
anteed. Benefits are related by some formula to participants'
length of service and salary and are not totally dependent on
the assets in the fund. A case can be made that a defined benefit
pension fund can have a net worth, positive or negative, if as-
sets of the fund exceed or fall short of the fund's liability for
the guaranteed benefits. Whether assets of the fund exceed the
fund's liability for the guaranteed benefits-i.e., if the plan is
over-funded-or fall short the fund's liability-i.e., if the plan
is under-funded-there is some expectation that the situation
will be tempomrI, typically by adjusting contributions. Fur-
ther, national law, aspecially with respect to over-funding, var-
ies with respect to the question to whom, employers or
households, a surplus or shortfall is to be attributed. The Sys-
tem, in this situation, allows a defined benefit pension plan to
have a net worth. The liability of a defined benefit pension
plan is equal to the present value of the promised benefits.
13.79. Money purchase plans arc those for which the level of contri-
butions to the firnd is guaranteed, but benefits are directly de-
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pendent on the assets of the fund. The liability of a money pur-
clraso plan is the cuncnt rnarket value of the funds'assets.
13.80. The value of the prepaid prcmiums component of insurance
technical rescrves is determined on the basis of thc proportion
of the risls involved in relation to time for the time rcmaining
on the contract-in other words, prcmiums payable less prc-
miums earned, which are recorded as a transaction in thc fi-
nancial account. Resewes against outrstanding claims are the
present value of the amounts expected to be paid out in scttle-
ment of claims, including disputed claims.
0ther accounts receivable/payable (AF.7l
13.81. Trade credit and advances and other items due to be received
or paid (such as taxes, dividends, rcnt, wages and salaries, üd
social contributions) should be valued for both creditors and
debtors at the amount of principal the debton arc contractrnlly
obliged to pay the creditors when the obligation is extin-
guished. Interest accrued on securities other than shares is re-
corded as increasing the value of the underlying asset, but
interest accnring on deposits and loans may have to follow na-
tional practices and be classified here if it is not capitalized in
the underlying asset. As discussed in chapter XI, paragraph
ll.l02, no separate entry is needed for interest in arrears be-
catrse it is already recorded under the appropriate asset or
under this category.
4. lllet worth (8.901
13.82. Net worth is the difference between the value of all assets-
produced, non-produced, and financial-and all liabilities at
a particular moment in time. For this calculation, each asset
and each liability is to be identified and valued separately. As
the balancing item, net worth is calculated for institutional
units and sectors and for the total economy.
13.83. Shares and other equities are liabilities of corporations, and by
valuing them at current market prices it is possible to arrive at
the net worth of a corporation in the same way as for all other
institutional units by subtracting the total value of all its liabil-
ities-including equities--from the total value of its assets.
Thus, even though a corporation is wholly owned by its share-
holders collectively, it is seen to have a net worth (which could
be positive or negative) in addition to the value of the
shareholders' equity. In the case of quasi-corporations, net
worth is zero, because the value of the owners' equity is as-
sumed to be equal to its assets less its liabilities. In the case of
financial corporations, the net worth of pension funds includes
an amount that is positive or negative if the assets of defined
benefit pension funds exceed or fall short of the funds'liability
for the guaranteed benefits-i.e., the plans arc over- or un-
derfunded. Some defined benefit pension funds (unsegregated
funds) are not autonomous financial corporations; in this case
it is the net worth of the employer that is increased or de-
creased if the plan is over- or underfunded.
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6. temonndun itcmr
13.84. Tho Systcm allows for two mcmonandum items to the balance
sheets in order to show items not separaüely i&ntificd es assets
in the central framcwork that are of more specialized analytic
intcrost for particular institutional sectots. thesc [1ys-ee11-
sumer durables and direct foreign investment-arc discusscd
beloq along with two other items that may be usefully in-
cludd as memorandum items in some cases.
Consumer durables (AN.ml
13.85. Consumer duables-i.e., durable goods used by households
for finel consumpion-arc to be included in the balance
shets only alt nremorandum it,errs. As explained in chapter
I& their inclusion in the balance sheet would be appropriatc
if the System postulated that the durables were gradually used
up in production processcs whose outputs consist of sewices.
The System does not treat consumer durables in this way. The
stocks of consumer durables held by households-hansport
equipment and other machinery and equipment-are to be
valued at current prices, both gross and net of accumulated
charges equivalent to consutnption of fixed capital. fire fig-
utres shown as memorandum items in the balance sheet should
be net of these accumulated charges.
13.86. Durable goods owned by owners of unincorporated enter-
prises may be used partly by the enterprise for production and
partly by members of the household for final consumption.
The vatues shown in the balance sheet for the enterprise
should reflect the proportion of the use that is attributable to
the enterprise, but this may not always be known in practice.
Direct foreign investment (AF.m)
13.87. Financial assets and liabilities that constitute direct invest-
ment are to be recorded under the appropriate categories listed
in the classification of assetrs, i.e., shares and other equity,
loans, and other accounts receivable and payable. Howevetr,
the amounts of direct investment included within each ofthose
categories should also be recorded separately as a memoran-
dum item.
Net equity of households in unfunded pension schemes
13.88. Unfunded occupational pension schemes, which include
some classified as social security funds, are by definition de-
fined benefit schemes. Therc is no pool of assets accumulated
from which to pay benefits, however. It is recommended that
the present value to households of promises by these schemes
to pay future pension benefits be shown as a memorandum
item in the balance sheets as assets of households. Liabilities
of equivalent amount may also be shown as memorandum
items for the employer sectors liable to pay these benefits.
Alternative valuations for long-term debt and corporate quity
13.89. Alternatives to current market values in valuing long-term
bonds and corporate equity securities may be shown as mem-
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orandum items in the balance sheets for corporations. Exam-
Ples of alternative valuation include nominal (face) value for
long-term bonds and rcvalued paid-in and equivalentvalue for
C. The changes in balance sheets account
13,90. kt both opening and closing balance sheets, assetrs and liabili-
ties, as Prcviously explained, arc valued at the prices prevail-
ing on the date to which the balance sheet relates. Net worth,
the differcnce between assets and liabilities, is the balancing
item. It is equivalent to the present value of the stock of eco-
nomic claims a unit or a sector holds. In more dotsiled prcsen-
tations of balance sheets, the various types of assets and
liabilities arc shown using the detailed classification of asscts
and liabilities.
13.91. For each element or group of assets and liabilities, changes be-
tween the opening and closing balance sheets result from the
entries recorded in the accumulation accounts, including
changes in classification of assets and liabilities. Changes in
net worth are equal to changes in assets less changes in liabil-
ities. The changes in balance sheets account shown in table
13. I sunmarizes these entries both by major groups of assets
and liabilities and by the summary element in each of the ac-
cumulation accounts.
13.92. The change in the value of any individual item between the
opening and closing balance sheets may be decomposed into
the following elements:
(a) Changes due to transactions in the item in question-ac-
quisitions or disposals of non-financial assets; con-
sumption of fixed capital; the creation, transfer, or
extinction of financial claims, etc.;
(b) Changes in the volume of assets that arc not due to trans-
actions-discoveries of assets or recognition of their
value; the unanticipated destruction or disappearance of
assets; changes in classification; etc.;
(c) Nominal holding gains/losses on assets due to changes
in their prices, which may be decomposed into
(I) "Neutral" holding gains/losses, which arc due to
changes in the general price level; and
(t,) "Real" holding gains/losses, which are due to
changes in the price of the asset relative to the
prices of other goods, services, or assets.
13.93. The changes in balance sheets account recapitulates the total
changes in assets by major group and in total liabilities and
then recapitulates the changes in net worth in terms of saving
and capital transfers, other changes in volume of asscts and
nominal holding gains/losses (suMivided between neutral
and real holding gains/losses). Saving, capital transfers, other
298
corporate equity. These valuations rcfer to the same date for
each issue of a sccurity and would be meaningful in the anal-
ysis of both liabilities and financial assets.
changes in volume of assetrs, ard real holding gainsfiosses
contributc to changes in real net worth.
13.94. fire changes in balance sheets account shows the rclation in
the System between saving (ne$ and changes in net worth. Be-
causc saving is a source of changes in real net worth, it follows
that all currcnt transactions, of which saving is the final bal-
ancing item, make real net worth vary either positively (rc-
sounees) or negatively (uses). Saving (neO is equal to changes
in rct worth less net capital transfers received, less other
changes in volume of assets, less nornin"l holding
gains/losses. Considering only changes in real net worth, sav-
ing (net) is equal to changes in real net worth less net capital
transfers rcceived, less other changes in volume of assets, and
less real holding gains/losses.
13.95. The accounting link between the opening and closing balance
sheets via the sequence of accumulation accounts holds at the
level of an individual asset or liability or at any higher level of
aggregation. The linlcs are displayed schematically in table
13.2.
13.96. Each now of table 13.2 refers to individual assets or groups of
assets following the classification of assets and liabilities used
in the System. The full classification is given in the annex to
this chapter, in which the characteristics of the various assets
or liabilities arc described in morc detail. (The basis of this
classification is type of asset; the basis of the classifications
used in the accumulation accounts, however, is type of trans-
action, volume change, or holding gainfioss.) The last row of
table 13.2 shows the components of net worth or changes in
net worth.
13.97. Each column of table 13.2 rcfens to a particular balance sheet
or account, arranged in sequence to follow the basic account-
ing identity described earlier.
13.98. The codes recorded in the various cells of table 13.2 are the
standard classification codes used in the System to identiff
particular kinds of tnansactions orotherentries. Th"y thercfore
indicate which kinds of transactions or other entries in the ac-
counts may appear for the various assets and liabilities.
13.99. Consider, for example, the row for dwellings. The entry in the
column for the capital account should record the value of gross
fixed capital formation less consumption of fixed capital ir
dwellings, the other items in the capital account being irrele-
vant to this type of asset. The cell at the intersection of the row
for dwellings and the column for the financial account must be
empty. The cell at the intersection with the column for the
othet changes in the volume of assets account might also be
Balance sheet
emptn but might well record the consequences of some h"pr
Pening such as an earthquake or other natural disaster. The en-
tries at the intcrsection with the columns for the rcvaluation
account should record the value of any neutral and real holding
gains/losses on dwellings due to changes in prices during the
accounting period.
13. 100. Subsoil assets provide a less familiar example. The entry in the
column for the capital account should record the value of ac-
quisitions and disposals, which redistribute the ownership of
these assets among sectors but balance for the total economy.
The cell for the financial account is again empty. The cell for
the other changes in the volume of assets account would re-
cord depletion of subsoil deposits and new discoveries of
proven reserves, among other possible entries. The cell for
the revaluation account should record the value of any neu-
tral and real holding gains/losses due to changes in the
prices of the assets.
13.101. The accounting for the change in the value of other non-pro-
duced assets between opening and closing balance sheets is
worth detailing. For land, for example, the following elements
my be involved:
(a) Gross fixed capital formation in the form of land im-
provements and costs of ownemhip transfer; consump-
tion of fixed capital on those land improvements and
costs of ownership transfer; and acquisitions less dis-
posals of land, which transfer land among domestic res-
*:ff t*tili#l;$itih*il,H"::,1:
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, idents affect the size of rcnitorial enclaves-all of
,, which are recorded in the capital account;
(b) Economic appearance of land (for example, reclaiming
land from the sea), eoonomic disappearance (degrada-
tion and other negative qrnlity changes rrpsulting from
äHäl[::ffi*:iffi#trffiff
elsewherc classified, ard changes in classification and
stnrcturc-all recorded in the other changes in the vol-
ume of assets account;
(c) Neutral holding gains/losses and real holding
gains/lossss, recorded in the rcvaluation account.
For an intangible non-produced asset, such as a patented en-
titn the following elements may be involved:
(a) Acquisitions less disposals of patented entities, which
transfer these assets among sectors and the rest of the
world and are recorded in the capital account;
(b) Creation (economic appearance) of patented entities,
economic disappearance-i.e., the exhaustion of patent
protection, catastrophic losses, uncompensated sei-
zures, volume changes in non-financial assets not else-
where classified, and changes in classification and
structure-all recorded in the other changes in the vol-
ume of assets account;
(c) Neutral holding gains/losses and real holding
gains/losses, recorded in the revaluation account.
D. Stocks of financial assets and liabilities analysed by sector of debtor and creditor
l3.l02. The balance sheet, as presented in table 13.1, records the fi-
nancial assets and liabilities for all institutional sectors by type
of financial instrument. For each sector, the balance sheet
shows the financial liabilities that the sector has incurred to
mobilize financial resources and the financial assets that the
sector has acquired. The balance sheet, like the financial ac-
count, thus presents a two-dimensional view of a sector's fi-
nancial instruments and whether the sector is a creditor or a
debtor. This information is valuable in identifying the finan-
cial assets that net borrowing sectors use to finance their defi-
cits and the assets that net lending sectors use to allocate their
surpluses, but the question of who is financing whom is not
answered.
13.103. For a full understanding, it is often important to know in more
detail the financial relationships between sectors and the fi-
nancial assets by which these relationships are caried out. For
example, it is often important for the government to know not
just what types of liabilities it has built up in financing its def-
icit but also which sectors (or the rest of the world) have pro-
vided the financing. For financial corporations (and those
supervising them), it is important to know not only the com-
position of financial assets (loans and securities) that they
have acquired, but also which sectors these arc claims upon.
In addition, it is often necessary to analyse debtor/creditor re-
lationships between sub-sectors within a sector (central gov-
ernment financial transactions with local govemments or
central bank financial transactions with depository institu-
tions) and across sector boundaries (changes in depository
institutions' claims on public non-financial corporations).
Such detailed information is necessary to understand how fi-
nancing has been carried out and how it has changed overtime.
13. 104. This more detailed approach is particularly important in spell-
ing out the role that financial intermediaries play in mobilizing
financial resources through certain financial transactions and
making these financial resources available to other sectors in
forms suitable to these sectors through maturity/asset transfor-
mation. Thus, financial corporations play a critical role in di-
recting financial flows from net lending sectors to net
borrowing sectoß, allowing lenders to choose their asset in-
struments and borrowers their forms of indebtedness.
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Table 13.2. Balance sheets and accumulation accounts(a map of entries from opening balance sheetto closing balance sheetl
Classifications f assets,
liabilities and net worth
tv.1
0pening
balance sheet
1il .1
Capital
acc0unt
- -
AN P.5, K.I,K.z
AN.I P.5, K.I
ANI l PJI, KI
AN.t l  t  P.5t l ,  K. l
A N I l l t  P J I I , K l
AN. tttz P.51 t, K. t
ANJ I  13 Psl  I ,  K l
AN.I I H PsI I, KJ
ANJ 12 P5I2, KJ
AI.II2
AN.I3
P.52
- f f i
K.6, K.7, K.g,
K.9, K.l2. l ,
K.tz.22
ilt.3.2
Revaluation account
tv.3
f f f .3.2.1 i l t .3.2.2
Neutral holding Real holding Closing balance
gains and losses gains and losses sheet
- - -
K. l  l . l  K. l1.2 AN
K . l l . l KI 12 ANI
K. l1.2 AN. l  IK . l l . l
ICI lJ ICI 12 ANJ I I
It.2
Financial
acc0unt
m.3.1
0ther changes inthe
volume of assets
account
Non-financial assets
Produced assets K.4,K.7, K.g,
K.9, K.12.l ,
K.t2.22
Fixed assets I K.4, K.7, K.8,
K.9, K.l2. l ,
K.r2.22
Tangible fixed assets K.4, K.7, K.8,
K.g, K.l2. l ,
K,tz.22
Dwellings
K.7, K.8, K.9, K.l l.l
K.t2.l, K.12.22
K.7, K.8, K.g,
K.tz.l, K.t2.22
K.t 1.2 ANJ I I I
KJ 12 ANI I  12
K. l1.2 AN. l  I  13
KJ 12 ANJ 12
K. l1.2 AN. l2
ICI 12 AN.I3
AN.2
K.4, K.7, K.g,
K.9, K.12.l ,
K.tz.22
K . 1 1 . 1
KI IJ
KJ IJ
K . l  l . l
K . l l . l
Other buildings and
structures
K.4, K.7, K.8,
K.9, K.12.l ,
K.tz.22
Machinery and
equipment
Cultivated assets ICI IJ KI 12 AN.I I  H
Intangible fixed assets
AN.2
AN.2l K2lJ5l1
K.l
AN2u K2t, Psn
K.t
AN2l2 K2lJ5l3,
AN.2l3 K.21, P.513,
AN2l4 K2lJ5t1
K.7, K.8, K.g,
K.lz. l ,  K.12.22
K.7, K.8, K.9, K.l l. l
K.tz.l, K.12.22
K.4, K.7, K.g,
K.9, K.l2. l ,
K.rz.22
K.3, K.5, K.61, K.l  l . l  K. l1.2
K.62,K.7, K.g,
K.9, K.12.l ,
K.tz.22
K.3, K.5, K.61, K.l  l . l
K.62,K.7, K.g,
K.9, K.12.l ,
K.tz.22
K.3, K.62,K.7 K.l l . l
K.8, K.9,
K.12.l ,  K.12.22
K. l1 .2
Inventories
Valuables P.53
-
K.2, P.513,
K.l
K2rJ5l1
Non-produced assets
Tangible non-produced
assets
K. l1 .2 AN.2I
-
AN.2l I
Subsoil assets K.3, K.61, K.l  l . l
K.62,K.7, K.8,
K.9, K.12.l ,
K.r2.22
ff i  KJIJ
K.62,K.7, K.8,
K.9, K.12.l ,
K.tz.22
K.l1.2 AN.2l2
Kl  12 AN2l3
K.l1.2 AN.2l4
Non-cultivated
biological resources
Water resoutpes K.3, K.61,
K.62,K.7, K.8,
K.9, K.12.l ,
K.tz.22
Intangible non-pnrduced
assets
4N.22 K.3, K.62,K.7
K.8, K.9,
K.l2.l, K.12.22
K.7, K.8, K.10,
K. l2. l ,
K.r2.2t,
K.12.22
Kl l . l  Kt t .z
K J l . l  K l l 2Financial asseß/liabilities 2 AF
4N.22
Balance sheet
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Classifications of assets,
liabilities and net worth
tv.1
0pening
balance sheet
AF.I
i l t .1
Capitaf
account
m . 2
Financial
acc0unt
l l l .3.1 , ' ; ,
Other changes inthe
volume of assets
acc0unt
ilt.3.2
Reraaluation account
f 11.3.2.1 1n.3.2.2
Neutral holding Real holding
gains and losses gains and losses
- -
tv.3
Closing balance
sheet
Monetary gold and SDRs
(ass (assets only) F. t K.7, K.8, K.10, K.l l. lK. l2. l ,
K.t2.2t,
K.r2.22
K.7,  K.8,  K.10,  K. l  l . l  K. l1.2
K. l2. t ,
K.12.22
K.7, K.g, K.10,
K. l2 . l ,
K.tz.22
K.l l .2
K.t 1.2
AF.I
Currency and deposits 3 AF.2 F.2 AF.2
Securities other than shares AF.3 F.3 K . l 1 . l
K . l l . l
AF.3
loans AF.4 F.4 K.7, K.g, K.10,
K. l2 . l ,
K.tz.22
K.tt.2
K.11 .2
AF.4
Shares and other equity AF.5 F.5 K..7, K.8, K.10, K.l l. l
K . l2 . l ,
K.tz.22
AF.5
Insurance technical reserves AF.6 F.6 K.7, K.8, K.10,
K. tz . t ,
K.t2.22
K.7, K.8, K.10, K.l  l . l  K. l1.2
K.r2.t ,
K.tz.22
K l l . l  K l t 2 AF.6
Other accounts
receivable/payable
AF.7 F,7
Bl0 l  Bl0 l
AF.7
Net worth 8.90 8. r 0.2 Bl03l  81032 8.90
I Memorandum item: AN.m. Consumer durables.
2 Memorandum item: AF.m. Direct foreign investment.
3 Memorandum items:
ml I Denominated in national cunency
ml2 Denominated in foreign cturency
rnzl Liability of resident institutions
rn22 Liability of the rest of the world.
AN ..., AF ... are from classification of assets.
Balancing items
8.10.1 Changes in net worth due to saving and net capital transfers
8.10.2 Changes in net worth due to other changes in volume of assets
8.10.3.1 Changes in net worth due to neutral holding gainJlosses
8.10.3.2 Changes in net worth due to real holding gainJlosses
8.90 Net worth
Transactions in financial instnrments
F Transactions in financial instnrments
Monetary gold and SDRs
Currency and deposits
Securities other than shares
F.4 Loans
Other acanmulation entries
Consumption of fixed capital
Acquisitions less disposals of non-produced
' 
non-financial assets
Acquisitions less disposals of land and other
P.52
P.53
Changes in inventories
Acquisitions less disposals of valuables
tangible non-produced assets
Acquisitions less disposals of intangible
non-produced assets
Economic appearance of non-produced assets
Economic appearance of produced assets
Natural growth of non-cultivaüed biological
resources
Depletion of natural assets
Other economic disappearance of
non-produced assets
Catastrophic losses
Uncompensated seizures
Other volume changes in non-financial assets n.e.c.
Other volume changes in financial assets
and liabilities n.e.c.
Nominal holding gainJlosses
Neutral holding gains/losses
Real holding gains/losses
Changes in classifications and structure
Changes in sector classification and structure
Monetization/demonetization of gold
Changes other than monetization/demonetization
of gold in classifications of assets or liabilities
F. l
F.2
F.3
F.5
F.6
F.7
P.5
P.5l
P.5t  I
P .512
P.513
Shares and other equity
Insurance technical reserves
Other accounts receivable/payable
K.l
K.2
K.2l
K.22
K.3
K.4
K.5
K.6l
K.62
K.7
K.8
K.9
K. l0
K . l t
K . l  l . l
K.t l .2
K.12
K. l2 . l
K.tz.2l
Transactions in goods and sentices
Gross capital formation
Gross fixed capital formation
Acquisitions less disposals of tangible fixed assets
Acquisitions less disposals of intangible fixed assets
Additions to the value of non-produced non-financial
assets
K.tz.22
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Table 13.3a. Stocks of financial assets analysed by sector of debtor and creditor
Financial assets of:
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The rest
ofthe House-
world holds NPISHS
(12) (1 1) (10)
- - -
Non-
General financial
govern- corpo- Central
ment rations bank(e) (8) rr)
- - -
Financial corporations
Insurance
Other deposit institutions 0ther corpora-
Deposit Other financial Financial tions and
money deposit inter- auxi- pension
institutions accepting mediaries liaries funds
(6) (5) (4) (3) (21
- - - - -
Total
(1)
-
Type of claim and debtor
l. Monetary gold and SDRs
2. Currency and deposits
a. uruTencyi lft,J3ä1""
- Non-residents
ii. Foreien
b. r*,;Aät*tipo,it,i IhHl'f*?l'urencv
- Non-residents
ii. Foreign crurency
: ft3?,1:',1ä","'
c. Other depositsi' Iht?lfJftlcrurencv
- Non-residents
ii. Foreign crurency
:fr3l'*tlä,,"'
3. Securities other than shanes
a. Short-term
i. Non-financial corporations
ii. Financialconrorafions
iii. Central eovefnment
iv. State anä local government
v. Other resident sbctors
vi. The rest of the world
b. Lone-t€rm
i. Non-financialcomorations
ii. Financialcomorations
iii. Central govefnment
iv. State anö local government
v. Other resident sEctors
vi. The rest of the world
4. l,oans
a. Short-term
i. Non-financialcomorations
ii. Financialcomorations
iii. Central sovefnment
iv. State anö local government
v. Other resident sectors
vi. The rest of the world
b. l,one-term
i. T.Ion-financialconrorations
ii. Financialcomoraüons
iii. Central govefnment
iv. State anil local government
v. Other resident secüors
vi. The rest of the world
5. Shares and other equity
a. Residententeröris-es
i. Quoted
ii. Not quoted
b. Non-resident entemrises
i. Quoted
ii. Not quoted
6. Instrrance technical reserves
6.1 Net equiry of households o:r
life insurance reserves and
on pension funds
6.2 Prejnyments of premiums
ancl rcserves agarnst
outstanding cläims
7. Other accounts rpceivable and
payable
7.1 Trade credit and advanses
a. Non-finangial corporations
b. Households
c. Central qovernment
d. State anil local government
e. Other resident sec'ton
f. The rest of the world
7.2 Other
a. Resident sectors
b. The rest of the world
Memorandum items:
Dircct investment
Equtty
loans
Other
Balance sheet
Table 13.3b. Stocks of financial liabilities analysed by sector of debtor and creditor
Financial liabilities of:
303
Financial corporations
The rest
ofthe House
world holds NPISHs
(121 (1 1) (10)
- - -
Other deposit nstitutions 0ther
ffi financial
Central money deposit inter-
bank institutions accepting mediaries
(t') (6) (5) (4)
- - I - I -
Insurance
c0rpora-
Financial tions and
auxi- pension
liaries funds Total
(3) (2) (1)
- - -
Type of claim and creditor
General
go\rern-
ment(e)
-
Non-
financial
corp0-
rations
(8)
-
2. Cunency and deposits
a. uruTency
i. National
- lesidents
- Non-residents
ii. Foreien
- Residents
b. Transferable deoosits
i. Iqnadgnal'currency
- Residents
- Non-residents
ii. Foreien currency
- Residents 
-
- Non-residents
c. Other deposits
i. Iqnädgnal currency
Residents
- Non-residents
ii. Forpien crurency
- Residents 
'
- Non-residents
3. Secuities other than shares
a. Short-term
i. Non-financialcomorations
ii. Financial corporations
iii. Central eovefnrflent
iv. State anil local sovernment
v. Other resident sEctors
vi. The rest of the world
b. l,one-t€rm
i. Non-financial comorations
ii. Financialconroraüions
iii. Central sovefnment
iv. State anö local sovernment
v. Other resident s-ectors
vi. The rest of the world
4. Loans
b.
Short-term
i. Non-financialcomorations
ii. Financialcorporations
iii. Central sovefnment
iv. State anll local sovernment
v. Other resident Fctors
vi. The rest of the world
Lone-term
i. Non-financialconrorations
ii. Financialcorporafions
iii. Central sovefnment
iv. State anil local government
v. Other resident s-ectors
vi. The rest of the world
5. Shares and other equity
a. Resident entemrises
i. Quoted
ii. Not quoted
b. Non-resident enterprises
i. Quoted
ii. Not quoüed
6. Instrrance technical reserves
6.1 Net equity of households on
life insurance reserves and
on pension funds
6.2 Pre$ayments of premiums
and reserves agarnst
outstanding cläims
7. Other accounts receivable and
payable
7.1 Trade credit and advances
a. Non-financial corporations
b. Households
c. Central sovernment
d. State anil local government
e. Other resident s-ectors
f. The rest of the world
7.2 Other
a. Resident sectors
b. The rest of the world
Memorandum items:
Direct investment
Equity
Loans
Other
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13.105. To facilitate the more detailed financial analysis just de-
scribed, the System contains two tables, tables 13.3a and
13.3b. These are the balance sheet, or stocks versions of ta-
bles I l.3a and I 1.3b. Table 13.3a records assets cross-clas-
sified by type of asset and by the debtor sector. The sectors
holding assets are shown horizontally across the top of the
table, and the type of asset, disaggregated by sector of
debtor, is arrayed vertically. Table 13.3b records liabilities
cross-classified by type of liability and by the creditor sec-
tor. The tables, as presented, identify the full sectors for
households, non-profit institutions serving households,
general government, and non-financial corporations. Sub-
sectors are shown for the financial corporations to empha-
size the special role these units play. For particular analysis
or policy purposes, it may be useful to break down the other
sectors into sub-sectors as well-for example, to identify
financial positions of central government or of non-finan-
cial public corporations. The sector breakdown under each
type of financial asset is suggestive rather than prescrip-
tive. For securities and loans, it is suggested to identify the
debtor sectors as follows: non-financial corporations, fi-
nancial corporations, central government, state and local
government, other resident sectors, and the rest of the
304
world. Al ternat i ve brea kdowns are i I I ustrated for other types
ofassets.
13.106. lhese tables can be used in at least ttuee important areas rc-
lated to economic policn corresponding to the uses of their
counterpart flow tables in chapter XI: in economic analysis
and description of activity and trends in currcnt periods, as an
aid to projections in the context of economic plans or to assess
the effect of economic policies on the futurc path of the econ-
omy and in projects that undertake modelling of the economy
to study economic behaviour as an aid to the formulation of
eeonomic policy. Such studies, of course, would be comple-
mentary to similar work on data from other accounts in the
Sysüem.
13.107. Like their @unt€rparts in chapter )ü, tables 13.3a ard 13.3b
should be intcrpretod as a general model, ard subdantial flexibil-
ity should be allowed in specific county circunrstance. In many
counhies, the dimensions of the tables will be seve,rely con-
strained by data availability. It should also be nded that these ta-
bles arc extensions of the basic balance sheet and that adding the
third dimension to the analysis can be done on a selective basis by
identifying particular assets or sector (or sub-sector) rclatiorships
for which this level of detail would be useful.
Balance sheet
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Non-financial assets
Produced assets
Fixed assets
(Alr)
Entities' over which ownership rights are enforced by institutional units, individually or
collectively, and from which @onomic benefits may be derived by their owners by
holding them, or using thern over a period of time, that consist of tangible assets, both
produced and non-produced, and most intangible assets for which no corresponding
liabilities are recorded.
(AN.r)
Non-financial assets that have come into existence as outputs from production
Processes. Produced assets consist of fixed assets, inventories and valuabls, s defined
below.
(AN. l l )
Produced assets that are used repeatedly or continuously in production processes for
more than one year. Fixed assets consist of tangible and intangible fixed assets, as
defined below.
(AN. l l l )
Fixed assets that consist of dwellings; other buildings and structures; machinery and
equipment and cultivated assets, as defined below.
Tängible fixed assets
Dwellings (AN.illl)
Buildings that arc used entirely or p,rimarily as rcsidences, including any associated
structures, such as gamges, and all permanent fixtures customarily installed in
residences. Houseboats, barges, mobile homes and caravans used as p,rincipal
residences of households are also included, as are historic monuments identified
primarily as dwellings. costs of site clearance and preparation are also included.
Examples include products included in Central Product Classification (CPC)r class
5211, residential buildings and cPC gnoup 387, prefabricated buildings, such as one-
and twodwelling buildings and other residential buildings intended for non-hansient
occuPancy.
Uncompleted dwellings are included to the extent that the ultimate user is deemed to
have taken ownership, either because the construction is on own-account or as
evidenced by the existence of a contract of sale/purchase. Dwellings acquired for
military pesonnel are included because they are used, as are dwellings acquired by
civilian units, for the poduction of housing services.
Other buildings and structures (AN.ll12)
Non-rcsidential buildings and other structurcs, as defined below.
'Provisional Central Product Classification (United Nations publicarion, Sales No. E.9l.XVII.Z).
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Machinery and equipntent
Uncompleted buildings and structures are included to the extent that the ultimate user is
deemed to have taken ownership, either becausc the construction is for own use or as
evidenced by the existence of a contract of sale/purchase. Buildings and structures
acquired for miliry purposes are included to the extent that th"y resemble civilian
buildings acquired for purposcs of production and are used in the same way.
N on- re s i de ntial bui ldin g s
(Al. l . l l12l)
Buildings other than dwellings, including fixtures, facilities and equipment that are
integral parts of the structures and costs of site clearance and prcparation. Historic
monuments identified primarily as non-residential buildings arc also included.
Examples include products included in CPC class ilzlz,non-residential buildings, such
as warehousp and industrial buildingr, oonrmercial buildings, buildings for public
entertainment, hotels, restaurants, educational buildings, health buildings, etc.
other structures
(AlI. rrr22)
Structures other than buildings, including the cost of the streets, sewers and site
clearance and preparation other than for residential or non- residential buildings. Also
included are historic monuments for which identification as dwellings or non-residential
buildings is not possible and shafts, tunnels and other structures associated with mining
subsoil assets. (Major improvements to land, such as dams and dykes for flood control,
are included in the value of land.)
Examples include products included in CPC group 522, civil engineering works, such
as highways, streets, roads, railways and airfield runways; bridges, elevated highways,
tunnels and subways; waterwsys, harbours, dams and other waterworlcs; longdistance
pipelines, cotnmunication and power lines; local pipelines and cables, ancillary works;
constructions for mining and manufacturc; and constructions for sport and recteation.
(AI{.1113)
Transport equipment and other machinery and equipment, as defined below other than
that acquired by households for final consumption. Tools that are relatively inexpensive
and purchased at a rclatively steady rate, such as hand tools, may be excluded. Also
excluded arc machinery and equipment integral to buildings that are included in
dwellings and non-residential buildings.
Uncompleted machinery and equipment are excluded, unless produced for own use,
because the ultimate user is deemed to take ownership only on delivery of the asset.
Machinery and equipment acquired for military purposes arc included to the extent that
they rcsemble goods acquired by civilian units for purposes of production and that the
military uses in the same way.
Machinery and equipment acquired by households for final consumption are not treated
as an asset. They ap instead included in the memorandum item "consumer durables" in
the balance sheet for households. Houseboats, barges, mobile homes and caravans used
by households as principal residences are included in dwellings.
Transport equipment
(Al.I.l I l3l)
Equipment for moving people and objects. Examples include products other than parts
included in CPC division 49, transport equipment, such as motor vehicles, hailers and
semitrailers; ships; railway and hamway locomotives and rolling stock; aircraft and
spacecraft; and motorcycles, bicycles, etc.
Balance sheet
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Cultivated assets
Intangible fixed assets
Mineral exploration
Computer software
Entertainment, literary or
artistic originals
Otlwr machinery and equipmew
(Al.I.l l l32)
lvtachinery and equipment not elscwhene classified. Examples includc products dher
than Parts included in CPC divisions 43, general purpose machinery; 4, special
purPosc machineryi 45, office, accounting and computing equipment; 46, electrical
machinery and apparatusi 47, radio, television and cornmunication equipment and
apparatus; and 48, medical appliances, precision and optical instruments, watches and
cloclcs. Other examples alp products other than parts included in Crc groups 337, fuel
elements (caftridges) for nuclear tpactors; 381, fimittrrc; 383, musical instruments; 384,
sPorts goods; and 423, stream gene,rators except central heating boile,rs.
(Al.I.ll14)
Livestock for breeding, deiry, draught, etc. and vineyards, orchards and other
plantations of trees yielding repeat products that arc urder the direct contrrol,
responsibility and management of institutional units, as defined below.
Immature cultivated assets are excluded unless produced for own use.
Livestock for breeding, dairy, draught, etc.
(AN . l l l 4 l )
Livestock that are cultivated for the products they provide year after year. They
include breeding stocks (including fish and poultry), dairy cattle, draft animals,
sheep or other animals used for wool production and animals used for
transportation, racing or entertainment.
Vineyards, orchards and other plantatiot s of trees yielding repeat products
(AI{. ttt42)
Trees (including vines and shrubs) cultivated for products they yield year after yür,
including those cultivated for fruits and nuts, for sap and resin and for bark and leaf
products.
(AN. rr2)
Fixed assets that consist of mineral exploration, computer software, entertainment,
literary or artistic originals and other intangible fixed assets, as defined below, intended
to be used for morc than one year.
(AN. l  l2 l )
The value of expenditures on exploration for petroleum and natural gas and for non-
petroleum deposits. These expenditures include prelicence costs, licence and acquisition
costs, appraisal costs and the costs of actual test drilling and boring, as well as the costs
of aerial and other surveys, transportation costs, etc., incurred to make it possible to
carry out the tests.
(AN. tt22)
Computer programs, program descriptions and supporting materials for both systems
and applications softwarc. Included are purchased software and software developed on
own account, if the expenditure is large. Large expenditures on the purchase,
development or extension of computer databases that are expected to be used for morc
than one year, whether marketed or not, are also included.
(AN. rr23)
Original films, sound recordings, manuscripts, tapes, models, etc., on which drama
performances, radio and television programming, musical perfornances, sporting
events, literary and artistic output, etc., are recorded or embodied. Included are works
produced on own account. In some cases, such as films, there may be multiple originals.
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Other innngible faed assets (AI{.ll29)
Inventories
Materials and supplies
Work-in-progress
Finished goods
Goods for resale
Valuables
Work-in-progress on cultivated (AN. l22l)
assets
Other work-in-progress (Al.I. 1222)
New information, specializcd knowledge, etc., not elscwhenr classified, whose use in
production is restricted to the units that have established ownership rights over them or
to other units licensed by the latter.
(Al.I.12)
Produced assets that consist of goods and services that came into existence in the
current perid or in an earlier period held for sale, use in production or other use at a
later date. Th"y consist of materials and supplies, work-in-progress, finished goods and
goods for resale, as defined below.
Included are all inventories held by govenrment, including, but not limited to,
inventories of strategic materials, grains and other commodities of special importance
to the nation.
(Al.I.l2l)
Goods that their owners intend to use as intermediate inputs in their own production
prcrcesses, not to resell.
(AN. r22)
oods and services that are partially completed but that are not usually turned over to
other units without further processiing or that are not mature änd whose production
process will be continued in a subsequent period by the same producer. Excluded are
partially completed structures for which the ultimate owner is deemed to have taken
ownership, either because the production is for own use or as evidenced by the
existence of a contract of sale/purchase. Th"y consist of work-in-progress on cultivated
assets and other work-in-progress, as defined below.
Livestock raised for products yielded only on slaughter, such as fowl and fish raised
commercially, trees and other vegetation yielding once-only products on destruction
and immature cultivated assets yielding repeat products.
Goods other than cultivated assets and services that have been partially processed,
fabricated or assembled by the producer but that are not usually sold, shipped or turned
over to others without further processing.
(Al.I.123')
Goods that are ready for sale or shipment by the producer.
(AN. r24)
Goods acquired by enterprises, such as wholesalers and retailers, for the purpose of
reselling them without further processing (that is, not transformed other than by
presenting them in ways that are attractive to the customer).
(AN.r3)
Produced assets that arc not used primarily for production or consumption, that are
expected to appreciate or at least not to decline in rcal value, that do not deteriorate
over time under normal conditions and that are acquired and held primarily r" stores of
value. Valuables consist of precious mehls and stones, antiques and other art objectrs
and other valuablc, s defined below.
(AN.13l)
Precious metals and stones that ang not held by enterprises for use as inputs into
processes of production.
Precious rnetals and stones
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Antiques and other art objects (AIV. l3Z)
Other valuables
Non-produced assets
Paintings, sculptllncs, etc., recognized as works of art and antiques.
(Al.I.l3g)
Valuables not elsewhere classified, such as collections and jewellery of significant
value fashioned out of precious stones and metals.
(AI{.2)
Non-financial assets that come into existence other than through processes of
production. Non-produced asseüs consist of tangible assets and intangible assets, as
defined below. Also included are costs of ownership transfer on and major
improvements to these assets.
Tangible non-prcduced assets (AI{.21)
Non-produced asscts thet occrn in naturc and ovcr which owrrership rney be cnforccd
and honsfened. Environmcntal asscts over which owncrship rights havc not, q c.nnot,
be enforced, such as open seas or air, ate excludcd. Tangible non-produced asscts
consist of land, subsoil asscts, non-cultivated biological rrcsources and water rcsoutces,
as defined below.
Land 
##*ul"*:,,Tffi:r,ffiil,xffi1."v#ääff;ffJ[*
physically separated ftom the land itself. Excluded arp any buildings or other strrctrrcs
situated on it or running through it; cultivatcd caops, Sces and animals; eubeoil asscts;
non-cultivated biological nesourc€s and water rEsources below the gound. Land
consists of land underlying buildings and structures, land undcr cultivation, rcqeational
land and associated surface water and other land and associated surface watetr, as
defined below.
Land underlying buildings and (AN.2lll)
structures Land on which dwellings, non-residential buildings and structures are corxitructed or
into which their foundations are dug, including yards and gardens deemed an integral
part of farm and non-farrn dwellings and access roads to farms.
Iand under cultivation (AN.2ll2)
[,and on which agricultural or horticultural production is carried on for commercial or
subsistence purposes, including, in principle, land under ptantations, orchards and
vineyards.
Recreational land and (AN.2ll3)
associated surface water tand that is used as privately owned amenity land, parklands and pleasure grounds and
publicly owned parks and rccrcational areas, together with associated surface water.
Other land and associated (AN.2l19)
surface water Land not elsewhere classified, including private gardens and plots not cultivated for
subsistence or commercial purposes, communal grazing land, land surrounding
dwellings in excess of those yards and gardens deemed an integral part of farm and
non-farm dwellings and associated surface water.
(AN.2l2)
Proven reserves of mineral deposits located on or below the earth's surface that are
economically exploitable, given current technology and relative prices. Ownership
rights to the subsoil assets are usually separable from those to the land itself. Subsoil
assets consist of coal, oil and natural gas reseffes, metatlic mineral reserves and non-
metallic mineral reserves, as defined below.
Subsoil assets
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Coal, oil and natural gas (AI.I.2l2l)
reserveE Anthracite, bituminous and brown coal deposits; petroleum and natural gas r€serves and
fields.
Metallicmineralresert)es (Af.I.2122)
Fenous, non-fenous and procious mctal orc dcpoeits.
Non-meullic mircral neserucs (AN.2123) :
Storrc quarrics and clay and sand pils; clrcrnical and fcrtilizcr mincral dcposits; salt
deposits; deposits of quartz, gypaum, natunl gem stones, asphalt and bitumen, pea.t and
other non-mctallic mincrals otlrcr than coel and pcholcum.
Non-cultivatedbiologicalresources (AN.2l3)
fuiitnels and plants that yicld both oncc-only and repeat prodncts ovcr which
owncrship dghts are €nforcd but fot which natural growth and/or regcncration is not
undcr thc direct conhol, rcsporuibility and managcmcnt of institutionsl rurits. Examplcs
are virgin fore.sts and fisherie.s within the territory of the country Only those r€sourpes
that arc currently, c are likely soon to be exploitable for economic purpos€s should be
included-
'Water 
resources (AN.2l4)
Aquifers and other gtoundwater iesouroes to the extent that thcir scarcity leads to the
enforcement of ovmership and/or usc rights, market valuation and some measure of
economic contrcl.
Intongibb non-produced asses (AN.22)
Non-produced assets that ale constructs ofsociety. They ale evidenccd by logal o
accounting actions, such as the granting of a patent or the conveyance of some
economic benefit to a third party. Some entitle their owners to engage in cefiain
specific activities and to exclude other institutional units from doing so except with the
permission of the owner. Intangible non-produced assets consist of pate,nted cntities,
leases and other hansfcrablc contracts, purchased goodwill and other intangiblc non-
produced assets.
Patented entities (AN.22l)
Inventions in categories of technical novelty that, by law or by judiciat decision, can be
afforded patent protection, Examples include constitulions of matter, prcces,
mechanisms, elechical and electronic circuits and devices, pharmaceutical fonnulations
and new varieties of living things produced by artifice.
Leas€s and other transferable contracts (AN.222)
kases or contracts where the lessee has the right to convcy thc leasc to a third party
independently ofthe lessor. Examples include leascs ofland and buildings and othcr
structurcs, concessions or exclusive rights to exploit mincral dcposits or fishing
grounds, transferable contracts with athletes and authors and options to buy tangible
assets not yet produced, [eases on the rental of machinery arc excluded from non-
financial intangible assets.
Purchased goodwill (AN.223)
The difference bctween thc valuc paid for an enterprise as a going oonccm and the sum
of its assets less thc sum of itrs liabilities, each item of which has been scparetely
identified and valued. The value ofgoodwill, thcrefore, includoe anything oflong-tam
benefit to the business tlnt has not been scprately idcntified as an aaset, as wcll as thc
. valuo ofthe fact that the group ofassets is nsodjointly and is not simply a collection
of separable assets.
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Other intangible non-produced assets (A1.I.229)
Intangible non-produced assets not elsewhere classified.
Financial assets
Monetary gold and S0Rs
Currency and deposits
Currency
Transferable deposits
Other deposits
(AF)
Entities, over which ownership rights are enforced by institutional units, individually or
collectiveln and from which economic benefits may be derived by their owners by
holding them, or using them over a period of time, differing, except for monetary gold
and Special Drawing Rights, from other assets in the System in that there is a
counterpart liability on the part of another institutional unit.
Except when the context requires, the term "financial assetrs" should be read to include
liabilities.
(AF.l)
Financial assets for which there is no coresponding financial liability. These are
monetary gold and Special Drawing Rights issued by the lnternational Monetary Fund,
as defined below.
Monetary gold: Gold owned by the monetary authorities or others subject to their
effective control that is held as a financial asset and as a component of foreign
reserves. Other gold held by any entity (including non-reserve gold held by the
monetary authorities and all gold held by financial institutions other than the central
bank) is treated as a commodity, either inventories or valuables.
Special Drawing Rights: International reserve assets created by the International
Monetary Fund and allocated to its members to supplement existing reserve assets.
Th"y are held exclusively by official holders, which are nonnally central banks.
(AF.2)
Financial assets that are used to make payments or that may be included in money,
broadly defined, consisting of curreDCy, transferable deposits and other deposits, as
defined below.
Distinctions may be drawn, for cunency and for deposits, according to whether they
are denominated in national currency or in foreign cunencies, and, for deposits,
according to whether they are liabilities of resident institutions or the rest of the world.
(AF.2l)
Notes and coin in circulation that are commonly used to make payments.
(Commemorative coins that are not actually in circulation should be excluded.)
(AF.22)
Deposits that are (A) exchangeable on demand at par, without penalty or restriction; (B)
freely transferable by cheque or giroorder and (C) otherwise commonly used to make
payments.
(AF.2e)
Claims, other than transferable deposits, on the central bank, other depository
institutions, government units and, in some cases, other institutional units that arc
represented by evidence of deposit. Examples include non-transferable savings deposits,
term deposits and non-transferable deposits denominated in foreign curencies. Also
included are shares or similar evidence of deposit issued by savings and loan
associations, building societies, credit unions and the like; claims on the International
Monetary Fund that are components of international resen/es, other than those
evidenc"d by loans; margin payments related to options or futures contracts and
overnight and very short-terrn repurchase agreements that are considered part of
national broad money definitions.
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Securities other than shares
Short-term
Long-term
Loans
Short-term
Long-term
(AF.3)
Financial assets that are nonnally haded in the financial markets and that give the
holders the unconditional right to receive stated fixed sunr on a specified date (such as
bills) or the unconditional right to fixed money incomes or contractually determined
variable money incomes (bonds and debentures). With the exception of perpetual
bonds, bonds and debentures also give holders the unconditional right to fixed sunrs as
repayments of principal on a specified date or dates.
Examples include sccurities such as bills, bonds, debentures, tradable financial
derivatives, negotiable certificaües of dcpcit, bankens' acceptanccs, eommercial paper,
negotiable sccurities baclcd by loans or other assets, prcferred stoclcs or shares that pay
a fixed income but do not provide for participation in the residual earnings or value of
a corporation and bonds that arc convertible into share. Securities other than shares
may be subdivided between shott-term and long-term, as defined below.
(AF.3l)
Securities other than shares that have an original maturity of one year or less but with a
maximum of two years or less to accommodate variations in practice between
countries. Securities with a maturity of one year or less should be classified as short-
term even if they arc issued under long-terrn facilities such as note issuance facilities.
(AF.32)
Securities other than shares that have an original maturity of more than one year;
however, to accommodate variations in practice between countries, long-term may be
defined to include an original maturity in excess of two years. Claims with optional
maturity dates, the latest of which is more than one year away, and claims with
indefinite maturity dates should be classified as long-term.
(AF.4)
Financial assets that arc created when creditors lend funds directly to debtons, that are
evidenc"d by non-negotiable documents, or for which the lender receives no security
evidencing the transaction. Included are instalment loans, hire-purchase credit, loans to
finance trade credit, claims on the International Monetary Fund evidenc"d by loans,
repurchase agreements not included in national broad money definitions and financial
leases and similar arangements. I-oans may be suMivided between short-term and long-
term, as defined below.
(AF.4l)
l,oans that have an original mattrity norrnally of one yeat or less, but with a maximum
of two years or less to accornmodate variations in practice between countries. All loans
repayable on demand should be classified as short-term even when these loans arc
expected to be outstanding for more than one year.
(AF.42)
l.oans that have an original maturity norrnally of more than one yeär, except that, to
accortmodate variations in practice between countries, long-term may be defined to
require an original maturity in excess of two years. It may also be useful to distinguish
loans secured by mortgages from other long-term loans.
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Shares and other equity
Insurance technical reserves
Net equity of households on life
iraurance reserves and on pension
funds
Prepayment of prentiunts and resenes
against outstanding claims
[)ther accounts receivable/payable
Tiade credits and adyances
(AF.5)
Financial assets that are instnrments and records acknowledging, after the claims of all
creditors have been met, claims to the residtnl value of incorporated enterprises. Equity
securities do not provide the right to a predetermined income or to a fixed sum on
dissolution of the incorporated enterprise. Ownership of equity is usually widen."d by
shates, stocks, participation, or similar documents. heferred stocks or shares, which
also provide for participation in the distribution of the residual value on dissolution of
an incorporated enterprisc, are included.
hoprietors' net equity in quasi-corporatc enterpriscs is one of the components of shares
and other equitn although it is not distinguished as a scparate category in the
classification.
(AF.6)
Financial assetrs that ar€ reseryes against outstanding risks, neseryes for with-prcfit
insurance, prcpayments of prcmiums and rresewes against outstanding claims. Insurance
technical reserves may be liabilities not only of life or non-life insurance enterprises
(whether mutual or incorporated) but also of autonomousi pension funds, which are
included in the insurance enterprise sub-sector, and certain non-autonomous pension
funds that are included in the institutional sector that manages the funds. Insurance
technical reserves arc suMivided between net equity of households on life insurance
reserves and on pension funds and prepayments of premiums and reserves against
outstanding claims, as defined below.
(AF.6l)
Reserves held against life insurance and annuity policies by insurance enterprises,
whether mutual or incorporated, and by pension funds. These reserves arc considered to
be assets of the policyholders and not of the institutional units that manage them.
Life insurance and pension fund reserves consist of reserves against outstanding risks
and reservqs for with-profits insurance that add to the value on maturity of with-profit
endowment or similar policy.
(AF.62)
Reserves in the form of prepayments of premiums result from the fact that, in general,
insurance premiums are paid in advance. Such reserves are assets of the policyholders.
Reserves against outstanding claims are reserves that insurance enterprises hold in order
to cover the amounts they expect to pay out in respect of claims that are not yet settled
or claims that may be disputed. Reserves against outstanding claims are considered to
be assets of the beneficiaries.
(AF.7)
Financial assets consisting of trade credit and advances and other items due to be
received or paid, as defined below.
(AF.7l)
Trade credit for goods and services extended directly to corporations, to government, to
non-profit institutions, to households and to the rest of the world and also advances for
work that is in progress (if classified as such under inventories) or is to be undertaken.
(AF.7e)
Accounts receivable and payable, other than those described previously (e.g., in respect
of taxes, dividends, purchases and sales of securities, rent, wages and salaries and
social contributions). Interest accruing that is not capitalized in the underlying asset
may be included.
Other
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Memorandum items
Consumer durablcs
The System calls for several memomndum items to show assets not separately
identified in the central framework that are of morc specialized analytic interest.
(Al',[.m)
Durable goods acquired by houscholds for final consumption (i.e., those that arc not
used by households as stores of value or by unincorporated enterprises owned by
households for purposes of production).
(AF.m)Direct foreign investment
Financial asscb end liabilitics arising ftom tho prcvision of, or rcceip of, direct foroign
investmcnt are to bc rcaodcd rmd.r thc app[oprhtc categcioa lidcd abovc, i.o., sharcs
and othcr equity, loeru and other eccoutB receivablc rnd payablc. However, thc
amounb of dircct forcigr invcsünot inchdcd within each of tlrac catcgorics slrould
also bc tocotdcd seporately ag rncrnorandum itcnu.
A.
XlV. The rest of the world account
(external transactions accountl
lntroduction
l4.L In the System, the accounts relating to the resident institu-
tional sectors portray various facets of economic activitn i.e.,
production, the generation, distribution and redistribution of
income, consumption and accumulation. The relevant ac-
counts capture both transactions taking place between the res-
ident institutional sectors of the total economy and
transactions with non-resident units that make up the rest of
the world. In an analogous fashion, the balance sheets of the
System cover the stoclcs of assets and of liabilities of resident
institutional sectors vis-ri-vas each other as well as vis-d-vis the
rest of the world.
14.2. The System is closed in the sense that both ends of every trans-
action are recorded; i.e., each transaction is shown as a "use"
or outgoing from one part of the System and a "resource" or
incoming into another part. The stocks of assets during an ac-
counting period vary as a result of these transactions, together
with other flows, i.e., other changes in volume, such as un-
compensated seizures or catastrophic losses of assets, and
holding gains or losses.
14.3. The transactors and holders of assets and liabilities in the Sys-
tem are the resident institutional units of a given economy. In
order for the System to be closed, a segment must be provided
to capture those flows that are not reflected as "uses" or "re-
sources" for two resident units but rather only for one. That
segment is known in the System as "the rest of the world". The
rest of the world account, following the general accounting
structure with only minor variation, comprises those catego-
ries of accounts necessary to capture the full range of transac-
tions that take place between the total economy and the rest of
the world see table 4.1. Specifically, they are:
(a) The external account of goods and services;
(b) The external account of primary incomes and current
transfers;
(c) The external accumulation accounts, consisting of:
(r) The capital account, covering transactions involv-
ing capital transfers and acquisitions less dispos-
als of non-produced non-financial assets;
(tI) The finarrcial account, covering hansactions in fi-
nancial assets and liabilities;
(trr) Otherchanges in volume of assetrs account, sover-
ing uncompensated seizwos, etc.; and
(iv) Revaluation account, covering nominal holding
gains and losscs (accounts (iii) and (iv) rcflect
those changes (flows) in external assets and liabil-
ities that are not attributable to transactions); and
@ The external assets and liabilities account, which pres-
ents the opening and closing balance sheets and the
changes in the value of those assets and liabilities be-
tween the opening and closing balance sheets.
14.4. The full coverage of the items enumerated in each of the above
accounts, together with the relevant balancing items, appeas
in subsequent sections of this chapter. It should be noted that
the rest of the world account is prcsented from the point of
view of the rest of the world so that a resource for the rest of
the world is a use for the total @onomy and vice vets,a. If a bal-
ancing item is positive, it signifies a surplus of the rest of the
world and a deficit for the total economy, and vice versa if the
balancing item is negative.
14.5. In one sense, the rest of the world account has a unique char-
acter because it is not linked to any specific type of economic
activity such as production, consumption, capital formation,
etc. Instead, all transactions between resident institutional
units and non-resident units in respect of all kinds of economic
activity are captured under the broad label of the rest of the
world account.
14.6. The flows relating to property income in the primary distribu-
tion of income accounts for the resident institutional sectors
contain elements of property incomes rsceivable (payable)
from (to) the rest of the world that are reflected in the external
account of primary incomes and current transfers. In the gen-
eration of income account for resident sectors, the item *com-
pensation of employees" includes compensation payable to
non-resident employees, which also is recorded in the external
account of primary incomes and currcnt transfers on the re-
3 1 5
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External account of goods and services
Uses Resources
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P.6 Exports of goods and services
P.6l Exports of goods
P.0Z 
_,,, 
g.p"ttr 
"f 
rt
B.l I External balance oJgoods and serttices
P.7 Imports of goods and services
P .7 | Imports of goods
P.72 Imports of services
V.ll: External ccount of primary income and current transfers
Uses Resources
B.l I External balance of goods and serttices
D.l Compens4tion of employees
D.2-D.3 Taxes less subsidies on production and imports
D.4 Propeü income
D.5 Current trures on income, wealth, oüc.
D.6 Social sontributions and benefits
D. l Compensation of employees
D.2-D.3 Taxes less subsidies on production and imports
D.4 Property income
D.5 Current taxes on income, wealth, etc.
D.6 Social cöntributions and benefits
D.7 Other current transfers D.7 Other curent transfers
D.8 Adjustment for the change in net equity
of households on pension funds
D.8 Adjustment for the change in net equity
of households on pension firnds
B.l2 Cunent external balance
V.ll l : External ccumulation accounts
V.l l l .1:  Capital  account
Changes in assets Changes in liabilities and net worth
K.2 Acquisitions less disposals of non-produced
non-financial assets
B.l2 Current external balance
0,9 Capital transfers, rcceivable(+;
D.9 Capial hansfers, payable (-)
8.10. I Changes in net worth due to saving and capital
transfers I2
8.9 Net lending(+ ) /net borrowing (-)
I "Changes in net worth due üo saving and capital transfets" is not a balancing
item but corresponds to the total of the right-hand side of the capital account.
2 "Changes in net worth due to saving and capital transfers" for the rest of the
world referc to changes in net worth due to current external balance and
capital transfers.
Rest of the world account
Tablel4.l. AccountV: Restoftheworldaccount(extemaltransactionsaccountllcont.l
V.l l l .2: Financial  ccount
Changes in assets Changes in liabilities and net worth
317
F Net acquisition of financial assets F Net incurrence of liabilities
F.l Monetary gold and SDRs
F.2 Currency and deposits t F.2 Currency and deposits t
F.3 Securities other than shares F.3 Securities other than shanes
F.4 l,oans 2 F.4 Loans 2
F.5 Shares and other equity 2 F.5 Shares and other equity 2
F.6 Insurance technical reserves F.6 Insurance technical reserves
F.7 Other accounts receivable 2 F.7 Other accounts receivable 2
8.9 Net lending(+)/net borrowing(-)
I The following memorandum items are related to the elements of the
category F.2 "Curency and deposits":
ml I denominated in national currency
ml2 denominated in foreign currency
rnzl liability of resident institutions
rn22 liability of rest of the world.
2 Memorandum item: F.m. Direct foreign investment.
V.lll.S.l: 0ther changes in volume of assets account
Changes in assets Changes in liabilities and net worth
AN Non-financial assets AF Liabilities
K.8 Uncompensated selzures K.l Catastrophic losses
K.lz Changes in classifications and structure K.8 Uncompensated seizures
K.l0 Other volume changes in financial assets
and liabilities n.e.c.
AF Financial assets K.l2 Chanses in classifications and structune
K.7 Catastrophic losses
K.8 Uncompensated seizures
K.l0 Other volume changes in financial assets
and liabilities n.e.c.
K.lz Changes in classifications and structure
8.10.2 Changes in net worth due to other changes in
volume of assets
V.lll.3.2: Revaluation account
Changes in assets Changes in liabilities and net worth
AF Financial assets AF Liabilities
K. I I Nominal holding gains(+Vlosses(-) K.l I Nominal holding gains(-/losses(+)
K.ll.l Neutral holding gains(+)/losses(-) K.ll.l Neutral holding gains(-)/losses(+)
K.ll.2 Realholdingfu K.ll.2 Realholdinggains(-Vlosses(+)
sttw
nominal ho lding gains /lo s s es
B.l0.3l Changes innetworthdueto
nant al holding gains /lo s s es
B.10.32 Changes in net worth due to
r eal holding gains /los,tes
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V.lV: External ssets and liabil i t ies account
V.lV.1: 0pening balance sheet
Assets
Liabilities
and net worth
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AN Non-financial assets AF Liabilities
AN.2 @
AF Financial assets
B.90 Net worth
V.lV.2: Changes in balance sheet
Assets
Liabilities
and net worth
Total changes in assets Total changes in liabilities
AN Non-financial assets AF Liabilities
AN.2 Non-produced assets
AF Financial assets
B.l0 Changes in networth, total
V.lV.3: Closing balance sheet
Assets
Liabilities
and net worth
AN Non-financial assets ( AF Liabilities
AN.2 Non-produced assets
AF Financial assets
8.90 Net worth
Rest of the world account
souroes side. In an analogous fashion, transactions in the fi-
nancial account for resident sectors contain transactions in fi-
nancial instruments vdsd-vis non-residents that have their
corurterpart entries in the financial account component of the
B. Residence
14.7. The sectors and sub-sectors of an @onomy arc composed of
two main types of institutional units which are resident in the
economy-(a) households covering individuals who make up
a household, and (b) legal and social entities, such as eorpora-
tions and quasi-corporations (e.g., branches of foreign direct
investors), non-profit institutions (NPIs), and the government
of that qconomy. Residence is an important attribute of an in-
stitutional unit, particularly in respect of the rest of the world
account, which rccords transactions between residents and
non-residents. The residency status of producers determines
the limits of dome.stic production and affects the measurement
of gross domestic product (GDP) and many important flows
in the System. The concept and coverage of residence here are
identical to those in the Balance of Paynrcnts Manual of the
International Monetary Fund (IMD.
14.8. The concept of residence used here is not based on nationality
or legal criteria (although it may be similar to concepts of res-
idence which are used for exchange control, tax or other pur-
posqs in many countries). Moreover, the boundaries of a
country which may be recognized for political purposes may
not always be appropriate for economic purposes and it is nec-
essary to introduce the concept of the "economic territory" of
a country as the relevant geographical area to which the con-
cept of residence is applied. An institutional unit is then said
to be a resident unit when it has a centre of economic interest
in the economic territory of the country in question. The fol-
lowing explains what is meant by "economic territory" and
"centre of economic interest".
l. The economic territory of a country
14.9. The economic territory of a country consists of the geographic
territory administered by 
" 
government within which pensons,
goods, and capital circulate freely. In the case of maritime
countries, it includes any islands belonging to that country
which are subject to exactly the same fiscal and monetary au-
thorities as the mainland, so that goods and persons may move
freely to and from such islands without any kind of customs or
immigration formalities. The economic territory of a country
includes: (a) the airspace, territorial waters, and continental
shelf lying in international waters over which the country en-
joys exclusive rights or over which it has, or claims to have,
jurisdiction in respect of the right to fish or to exploit fuels or
minerals below the sea bed; (b) tenitorial enclaves in the rest
of the world (clearly demarcated areas of land which are lo-
cated in other countries and which are used by the government
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extcrnal accumulation accounts. Viewed ftom this perspec-
tive, the various @mponents of the rest of the world account
are indeed complementary to the sequence of accounts forrcs-
idcnt hstitutional sectors.
which owns or rcnts them for diplomatic, military, scientific
or other purposes-embassies, consulates, military bases, sci-
entific statiorn, information or immigration offices, aid agen-
cies, etc.-with the formal political agreement of the
' government of the country in which they are physically lo-
cated). Goods or persons may move freely between a country
and its territorial enclaves abroad, but become subject to con-
trol by the government of the country in which th"y are located
if they move out of the enclave; and (c) any free zones, or
bonded warehouses or factories operated by offshore enter-
Prises under customs control (these form part of the economic
territory of the country in which they are physically located).
14.10. The economic territory of an international organization (see
chapter IV), consists of the territorial enclave, or enclaves,
over which it has jurisdiction; these consist of clearly demar-
cated areas of land or structures which the international orga-
nization owns or rents and which it uses for the purposes for
which the organization was created by formal agreement with
the country, or countries, in which the enclave or enclaves are
physically located.
l4.ll. It follows that the economic territory of a country does not in-
clude the territorial enclaves used by foreign governments or
international organizations which are physically located
within the geographical boundaries of that country
2. Centre of economic interest
14.12. An institutional unit is said to have a centre of economic inter-
est within a country when there exists some location-dwell-
ing, place of production, or other premises-within the
economic territory of the country on, or from, which it en-
8a96, and intends to continue to engage, in economic activi-
ties and transactions on a significant scale, either indefinitely
or over a finite but long period of time. The location need not
be fixed so long as it remains within the economic territory.
14.13. In most cases, it is reasonable to assume that an institutional
unit has a centre of economic interest in a country if it has al-
ready engaged in economic activities and transactions on a
significant scale in the country for one year or morc, or it in-
tends to do so. The conduct of economic activities and trans-
actions over a period of one year normally implies a centre of
interest, but the choice of any specific period of time is some-
what arbitrary and it must be emphasized that one year is sug-
gested only as a guideline and not as an inflexible rule.
14.14. The ownership of land and structures within the economic ter-
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ritory of a cowrtry is deemed to be sufficient in itsclf for the
owner to have a centrc of economic interest in that country.
land and buildings can obviously only be used for purposcs
of production in the country in which th"y arc located and their
ownets, in their capacity asi owners, are subject to the laws and
regulations of that cormtry" It may happen, however, that an
owner is resident in another country and does not have any
economic interest in the country in which he owns thc land or
buildings other than the land or buildings themsclves. In that
case, the owner is treated as if he hansferred his ownership to
a notional institutional unit which is actually resident in the
country. The notional unit is itsclf treated as bcing entircly
owned and controll"d by the non-resident actual owner, in
much the same way as a quasi-corporation is owned and son-
trolled by its owner. In this wä/, the rcnts and rcntals paid by
the tenants of the land or buildings are deemed to be paid to
the notional resident unit which in turn makes a transfer of
property income to the actual non-resident owner.
3. The residence of housaholds and indiyidurlr
14.15. Ahousehold has a centre of economic interest when it main-
tains a dwelling, or succession of dwellings, within the coun-
try which members of the household treat, and use, as their
principal residence. All individuals who belong to the same
household must be resident in the same country. If a member
of an existing household were to be considered no longer res-
ident in the country in which that household is resident, that
individual would cease to be a member of that household.
14.16. A member of a rqsident household who leaves the economic
territory to return to that same household after a limited period
of time (i.e., less than one year) continues to be a resident even
if that individual makes frequent journeys outside the eco-
nomic territory. The individual's centre of @onomic interest
remains in the economy in which the household is resident.
The following categories of such individuals are treated as
residents:
(a) Travellers or visitors: i.e., individuals who leave the
economic territory for less than one year for recreation,
business, health, education (see paragraph 14.ZO
below), religious, or other purposes;
(b) Individuals who work some, or all of the time in a differ-
ent economic territory from that in which the household
to which they blong is resident;
(I) Workerc who work for part of the year in another
country, in some cases in response to the varying
seasonal demand for labour, and then rcturn to
their households;
(rI) Border workers who regularly crcss the frontier
each day or somewhat less regularly (e.g., each
week) to work in a neighbouring country;
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(ttl) The staffof international organizations who work
in the enclave of those organizations;
(ry) The locally recruited staff of forcign embassies,
consulates, military bases, etc.;
(v) The cnews ofships, aircraft, orothermobileequip-
ment operating partly, or wholln outside the eco-
nomic territory.
14.17. The circumstances in which an individual is likely to cease to
be a resident are when that individual lives or works continu-
ously for one year or morc in a forcign country. If the individ-
ual rejoins his orheroriginal household only very infrequently
for strort visits and sets up a new household or joins a house-
hold in the country of worlc, the individual can no longer be
treated as a member of the original household. Most of the
individual's consumption takes place in the country in which
he lives or works, and the individual clearly has a centre of
economic interest there.
14.18. Even if an individual continues to be legally employed and
paid by an enterprise which is resident in his home country,
that individual should be treated as resident in the host country
if the individual works continuously in that country for one
year or mone. As explained below, in thqse circumstances the
person has to be treated as being employed either by a quasi-
corporation which is owned by the enterprise and which is res-
ident in the country in which the work takes place, or,
alternatively, as being employ"d by a foreign agent. The latter
case is intended to cover technical assistance personnel work-
ing in a foreign country on contracts or assignments of one
year or more. Technical assistance personnel on long-term
assignments should be treated as residents of the country in
which they work and deemed to be employed by their host
government on behalf of the government, or international
organization, which is actually financing their work. A
transfer of funds should then be imputed from the govern-
ment or international organization which actually employs
them to the host government to cover the cost of their sala-
ries and allowances.
14.19. The situation of military personnel and civil servants, includ-
ing diplomats, whom a government employs in its own en-
claves abroad, is different. Those enclaves-military bases,
embassies and the like-form part of the economic territory of
the employing government and the personnel often live as
well as work in the enclaves. Thercfore, the employees whom
a government transfers to work in such enclaves continue to
have a centrc of economic intercst in theirhome country how-
ever long they work in the enclaves. Th"y continue to be resi-
dent in their home country even if they live in dwellings
outside the enclaves.
14.20. Students should be treated as residents of their country of ori-
gin however long they study abroad, provided they continue
to form part of a household in that country. In these circum-
stances, their centre of economic interest remains in their
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country of origin rather than the country in which th"y study.
Medical patients abroÄd abo are treated as residentrs of their
country of origin even if their stay is one year or mor€, pro-
vided they continue to form part of a household in their coun-
try of origin.
4. The residence of corporations and quasi-corporationr
14.22. Corporations and quasi-corporations are said to have a centre
of economic interest and to be resident units of a country (eco-
nomic territory) when they are engaged in a significant
amount of production of goods or services there, or own land
or buildings located there. Th"y must maintain at least one
production establishment there which they plan to operate in-
definitely or over a long period of time-a guideline of one
year or more is suggested, to be applied flexibly-together
with other considerations covered in paragraph 14.23. (For a
detailed description of corporations, quasi -corporations and
other institutional units, see chapter IV.)
Attribution of production
14.23. Production undertaken by the personnel (and plant and equip-
ment) of a resident unit outside its economic territory is to be
treated as part of the production of the host country and the unit
treated as a resident unit Oranch or subsidiary) of that country
if it rheets the conditions noted above (see paragra ph 14.22
above). Such a unit usually maintains a complete and separate
set of accounts of local activities (i.e., income statement, bal-
ance sheet, transactions with the parent enterprise), pays in-
come taxes to the host country, has a substantial physical
presence, receives funds for its work for its own account, etc.
The above considerations also apply to the particular case of
construction activity carried out abroad by a resident pro-
ducer. If they are not present, the activity should be classified
as an export of services by the resident enterprise. Production
can generate such an export only if the production is classified
as domertid'production (undertaken by a resident even though
the physical process takes place outside the economic terri-
tory). Construction involved with ryajor specific projects-
bridges, dams, power stations, etc.-that often takes several
years to complete, and is carried out and managed by non-res-
ident units through an unincorporated site office in an econ-
omy warrants special mention. In most instances, such a site
office will meet the criteria that require its production to be
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tr€ated as a resident unit and to be pail of the production of thc
host economy (as would that of a branch or affiliatc), rather
than as an export of services to that sconomy (for frrther dis-
cnssion and treaünent of installation projects, sae
14.l0l to 14.103 below).
14.21. As to thc heaüncnt of individuals who havc geveral intcnra- 14.24. 'Offslrorc'rmite cngagcdinmanufacturingproccsecs(includ-
tionalrosidenccs,wheretheymayrcmainfonslrocpotiodsof ing asscnrbly of componcntc manufactrrcd clecwhcre) arc
timc during a given year (fot instancc, three months in each of rcsidcnb of thc cconony in which thcy arc locatod. This statc-
four countrios), the cento of economic interest fq such indi- mant applics regardlcss of locatior in spccial 'zonc8' of cr-
viduals oftcn is'international', not a specific economy. Con- anptior ft,qn custonrs or othcr rcgulations or conccssios,
siderations should be givcn to such factons as tax status, andalsoapplicstonon-manufacturingopcrations(i.c.,nrding
citizenship (canbo dual), ctc.,but thc Systemdocsnot rpcom- andflnancialcntcrpriscs), includingso-callcdspccialpurpocc
mend a spocific bcatnent. Thc latter is toft to the discrction of rmits.
the economies concemed: the treaüncnt slpuld bc coordi-
nated, if poesiblc, to fosüer intcmational companbility. Units operating mobile equipment
14.25. the principles concerning the determination of resident units
are likewise applicable to units trsing mobile equipment, such
as ships, aircraft, drilling rigs and platforms, railway rolling
stock, etc., that operate outside the economic tenitory in
which the units are resident-either in (a) international waters
or airspace, or O) in other economies. ln the first case (a), these
activities should be attributed to the economy of residence of
the operator (the same applias if the activity takes place in
morc than one @onomy during the course of, but for less than
a year). In the second case (b), the unit is a rcsident of the econ-
omy in which the activity (production) occulls, if accounted for
separately by the operator and is so recogni zedby the tax and
licensing authorities there. Otherwise, the activity may be at-
tributed to the country of residence of the original operator. If
operations are carried out by a unit on a rcgularand continuing
basis in two or more countries-such as the operation of a rail-
way network-the unit is deemed to have a centre of economic
interest in each country and thus separate resident units in
each, subject to the qualifications for O) above. In cases in-
volving the leasing of mobile equipment to one unit by another
for a long or indefinite perid, the lessee unit is deemed to be
the operator and activities are attributed to the country in
which the lessee is resident.
14.26. In the particular case of ships flying flags of convenience, it is
often difficult to determine the residence of the operating unit,
because of complex anangements involving the ownership,
mode of operation and chartering of such ships, and the fact
that the country of registry in most instances is different than
the country of residence of the operator (or owner). Nonethe-
less, in principle, the shipping activity is to be attributed to the
country of residence of the operating unit. If that unit estab-
lishes a branch (direct investment) in another country to man-
age the operation, for tax or other considerations, the
operation is to be attributed to the resident (branch) of that
country.
14.27 . There are certain exceptional cases in which it may be difficult
to determine the residence of a unit which operates mobile
equipment because it consists of a corporation which is estab-
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lished by special legislation by two or morc govemments act-
ing jointly and which is registered in each of the countries con-
cerned. There are two possible ways of treating such units.
One is to allocate all of the transactions to each of the countries
conoerned in proportion to the amounts of financial capital
which th"y have contributed, or in proportion to their shares
in the equity of the corporation. Another possibility would be
to treat the corporation as resident in the country in which its
headquarterc ar€ located and to treat the premises of the cor-
poration in the other countries as forcign branches (direct in-
vestment enterprises (see paragraph 14.152 below), which
are resident in the country in which they arc located. On bal-
ance, the first method is preferable, but both ways of Ueating
such corporations atre consistent with the general principles of
both the Syst,em and the fulance of Payments Manualand the
choice between them may be made on the basis of statistical
convenience, with rcfercnce to consistent trcatment by partner
countries.
14.28. ln the case of agenß, ä transaction should be attributed to the
economy of the principal on whose behalf a transaction is un-
dertaken and not to the economy of the agent representing or
acting on behalf of that principal. However, the services ren-
dered by the agent to the principal represented should be at-
tributed to the economy of which the agent is a resident.
5. The residence of non-profit inrtitutionr
L4.29. An NPI is resident in the country or economic territory in
which it has a centre of economic interest, in most instances
coinciding with the country under whose laws and rcgulations
it was created and in which its existence as a legal or social en-
tity is officially recognized and recorded. In practice, the res-
idence of the vast majority of NPIs may be determined without
ambiguity. However, when an NPI is engaged in charity or re-
lief work on an international scale, it is necessary to specify
the residence of any branches it may maintain in individual
countries in dispensing relief. If an NPI maintains a branch or
unit for one year or more in a particular country, that branch or
unit should be considered as a resident NPI of that country, fi-
nanced largely or entirely by transfers from abroad.
6. Gensral government
14.30. The general government agencies that are residents of an
@onomy include all departments, establishments, and bodies
of its central, state, and local governments located in its terri-
tory and the embassies, consulates, military establishments,
and otherentities of its general government located elsewhere.
(For a detailed description of general government, see para-
graphs 4.113 to 4.130 of chapter IV.)
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14.31. Embassies, consulates, military establishments, and other en-
tities of a forcign general govemment are to be considered as
extratcrritorial by the e@nomy in which they ar€ physically
located. The construction of embassies, structures, ffid other
works in exhatcrritorial enclaves by resident @ucers of the
esonomy in which the enclaves are located is part of the pro-
duction and exports of that economy. Wages and salaries paid
to locally recruited staff of foreign diplomatic, military,
and other establishments are payments to residents of the
economy in which the households to which those staff be-
long are located.
14.32. Intcmational organizations (see paragraphs 4.163 and 4.1&
of chapt,er IV), are not considered residents of any national
oconomn including that in which they are located or conduct
thcir affairs. They are treatcd as extratcnitorial by that econ-
omy. (However, pension frmds ope,rated by thesc bodies are
trcated as residents of the economy in which the organization
is located.) The employees of these bodies are, nevertheless,
residents of a national economy, specifically, of the economy
in which they are expected to have their abode for one year or
mone. In most cases that economy will be the one in which the
given international unit is located or in which the employees
arc engaged in technical assistance or other activities on behalf
of the international organization. It follows that the wages and
salaries paid by the international organizations to their own
employecs arc payments to residenüs of the esonomy in which
those employees are stationed for one year or morc. (For de-
tails concerning technical assistance personnel, see paragraph
14.18 above.)
14.33. In contrast, corporations or quasi-corporations that are owned
jointly by two or morc governments are not treated as interna-
tional bodies but are, like other corporations, considered to be
residents of the economies on whose territories they operate.
7. Begional central bankr
14.34. Aregional central bank is an international financial institution
which acts as a common central bank for a group of member
countries. Such a bank has its headquarters in one country and
maintains national offices in each of the member countries.
Each national office acts as the central bank for that country
and must be treated as a separate institutional unit from the
institution's headquarters. Each national office is a resident
unit of the country in which it is located. The financial assets
and liabilities of a regional central bank should be allocated
among the national offices in proportion to the claims which
they have over its collective assets.
Rest of the world account
C. General accounting rules
l. Ualuation
L4.35. Curent prices on markets are the basis of valuation in the rest
of the world ac@unt for both transactions in (flows of) goods
and services, in income distribution and redistribution, and in
financial assets and liabilities, and for stocks of assets and lia-
bilities (see paragraphs 3.70 to 3.72 of chaptcr U[). Thus,
transactions arc to be valued at the actual prices agreed upon
by hansacton, while stocks of assets and liabilities are to be
valued at cunpnt prices at the time to which the balance sheet
rclates. (For instances wherc application of the rule may be
difficult to implement, see below).
Goods
14.36. Exports and imports of goods should be recorded at the market
value of the goods at the point of uniform valuation, (the cus-
toms frontier of the economy from which they are exported),
i.e., the goods are valued free on board (f.o.b.) at that frontier.
The value includes that of the goods and of the related distrib-
utive services up to that point, including the cost of loading on
to a carrier for onward transportation, where appropriate.
14.37. Conceptually, the f.o.b. price can be rcgarded as the
purchaser's price that would be paid by an importer taking de-
livery of the goods after it has been loaded on to his own car-
rier, or other carrier, at the exporter's frontier after payment of
any export taxes or the receipt of any tax rebate.s. This method
of valuation implicitly determines the boundary between ex-
Ports of goods and exports of services in the System and in bal-
ance-of-payments statistics. The costs of transporting
exported goods up to the frontier are treated in the same way
as other production costs and hence are an integral part of the
costs of delivering the goods at the required location. In gen-
eral, the purchaser's price for a good is an inclusive measune
of the value of a god at a particular location which treats the
costs of transportation no differently from other production
costs. If, therefore, the transportation up to the frontier were
actually carried out by a resident other than the producer or
manufacturer, the transportation costs have to be added to the
price received by the producer and included in the value of the
goods exported. In principle, the transportation should be
treated as an intermediate input into the complete process of
production which terminates when the exported goods are de-
livered at the required location. Even if the transportation up
to the frontier of the exporting country were actually carried
out by the importerorothernon-resident, the costs should nev-
ertheless still be included in the value of the goods exported.
Although the importer may be transporting his own goods and
hence not engaging in transactions with foreigners in respect
of this activity, it is necessary to recognize the transportation
costs by imputing the purchase of transportation services by
the exporGr and incteasing the price actually receivod by the
exporter accordingly. In this way, the imputed f.o.b. price rc-
corded for the goods minus thc imputed import of fansport
services will equel the actual pnce received by the exporter, so
that the balance between exports and imports of goods and ser-
vices is the same whether or not the imputation is made. I:n
general, however, it is desirable that the f.o.b. p,riceshould not
be affected by the way in which hunportation up to the fton-
tier of the exporting country is organizdorpid for.
14.38. knports as well as exports of goods are to be valued f.o.b. in
the System: in other words, imports are also to be valued at the
custorns fr,ontier of the exporting country. Valuing exports and
imPorts in the same way promotes consistency in the rpcord-
ing of trade flows at a world level and enables trade balances
in goods to be shown correctly. The use of f.o.b. values for
imports implies that the costs of transporting imports of
goods after they have left the frontier of the exporting coun-
try have to be treated as imports of services when the trans-
Port is provided by non-resident carriers. When the goods
are transported from the frontier by resident carriers there
are no service imports as there are no transactions with non-
residents.
14.39. In practice, importers may take delivery of the goods which
they import at any convenient location which will not always
coincide with the point at which they are valued for purposes
of recording exports and imports in the accounts of the Sys-
tem. Importers need not take delivery at a frontier: th"y may
take delivery inside their own country or possibly inside the
exporting country or even in a third country. Moreover, the
costs of transportation, together with the costs for storage,
loading and insurance, as well as the movement of the goods,
may initially be incurred wholly or partly by the exporter,
wholly or partly by the importer, orby some third party.Thus,
there are many different ways in which international trade in
goods may be organized, so that the transactions which actu-
ally take place between residents and non-residents may
sometimes require re-arrangement or manipulation to get
them into the format required by the System.
14.40. In the case of most exports, it should be possible to derive the
f.o.b. price with reasonable accuracy from the prices or values
recorded in customs documentation submitted at the frontier,
or similar documentation submitted to other administrative
agencies. In the case of imports, however, the custotns docu-
mentation or other administrative records often provide infor-
mation on the costs, insurance, freight (c.i.f.) price rather than
the f.o.b. price. conceptually, the c.i.f. price can be rcgarded
as the purchaser's price that would be paid by an importertak-
ing delivery of the good at his own frontier, beforc paying any
import duty or other tax levied at the frontier. The differcnce
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between the c.i.f. and the f.o.b. price rcpresents the costs of
transportation, together with insurance charges, between the
customs frontier of the exporting country and that of the im-
porting country. This differcnce varies according to the coun-
try of origin of the exports and may be quite substantial when
the exporting and importing countries are at some distance
from each other. In practice it is usually difficult to convert
from recorded c.i.f. prices to estimated f.o.b. prices for indi-
vidual imports or categories of imports, so that adjustments
can often be made only globally for large groups of imports or
even total imports. Estimates of transport and insurance costs
(see services below) between the frontiers of the exporting and
importing countries can be made from a knowledge of average
freight charges, insurance rates, average distances travelled,
etc. for large groups of exports. Sample suryeys of badc in-
voices also provide information on c.i.f./f.o.b. ratios which
may be used to estimate the global adjustment needed to the
c.i.f. value of imports (see Balance of Paynrents Conrpilation
Guide,IMF).
l4.4L Thus, while total imports of goods must be recorded f.o.b. in
the Systoffi, the extent to which it may be feasible to disaggreg-
ate imports valued f.o.b. by type of good or country of origin
is uncertain in practice. It may be much easier for some coun-
tries than others, but many countries find it difficult, if not im-
possible, to provide detailed figures of imports valued f.o.b.
For this reason it is sufficient for purposes of the System to re-
cord total imports f.o.b., together with the value of associated
transportat ion costs, included under serv ices.
14.42. In the input-output tables of the System, including the tables
which display the supply and use of goods and services at a
detailed level, it may only be feasible to show detailed figures
of imports c.i.f. In such tables, however, there may be analyt-
ical advantages to be derived from valuing imports c.i.f. The
input-output and supply and use tables also contain the infor-
mation on transportation and insurance costs needed to make
the transition from the sum of detailed imports of goods valued
c.i.f. to total imports of goods valued f.o.b. Aglobal c.i.f./f.o.b.
adjustment for imports is made in these tables.
14.43. There are circumstances under which it may be difficult to de-
termine appropriate prices for imports and exports of goods,
such as a barter exchange of goods, transactions between af-
filiated enterprises (which often involve "transferpricing"), or
goods transferred under a financial lease anangement wherc
a legal change of ownership does not actually occur. Under
such circumstances, it may be necessary to develop proxies,
or substitute measures. For example, ä barter exchange of
commodities between two parties should be valued at the
basic prices that would have been received if they had been
sold. However, such an approach must be limited to those
transactions to which it is readily applicable. Likewise, the
substitution of an imputed or notional market value for an ac-
tual transfer value in the case of goods transactions between
affiliated enterprises should be the exception rather than the
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rule because of both conceptual and practical difficulties in-
volved. ln any event, if it is determined that certain transfer
prices are so divorced from those of similar transactions that
they significantly distort measunement, th"y should, if possi-
ble, be repla""d by market equivalents or, if not, be separat,ely
identified fc analytical purposes (sce fulance of Payments
ManuaIl.
Services
14.M. Exports and imports of services ar€ to be valued at the actual
prices agreed upor, subject to the above-mentioned limiüa-
tions. TWo specific service oomponents wamant special men-
tion as to valuation: insurance services and financial services.
International insurance servioss are valued by the amount of
service charges and not by the total premiums earned. Also, by
eonvention becausc of data constrahb, estimates of the insur-
ance service charge in the external account of goods and ser-
vices arc calculated ignoring investment income on technical
resewes. As for international financial services, in addition to
explicit commissions and fees, there arc "financial intermedi-
ation services indirectly measured", derived from and valued
according to the difference between the property income rc-
ceived from loans ordebt securities and the interest paid on de-
posits (see exports and imports of goods and services below).
Primary incomes
14.45. Primary income payments and receipts arc valued at the cur-
rent price on the market. For investment income, holding
gains and losses ane excluded in that they are not considered
to be part of the income on investment but rather to be part of
the value of investments included under rcvaluations in the
otherchanges in assets accounts. Any income in kind included
in compensation of employees is valued at purchasers'prices
when the goods and services involved arc purchased by the
employer, and at basic prices when produced by theemployer.
Transfers
14.46. One type of transaction that, by definition, is non-commercial
and thus has no market price, is the provision of economic val-
ues as transfers. For resources transferred by governtnent,
NPIS, or individuals of an economy to non-rlesidents without
a quid pro quo, the same values must be reflected ip the exter-
nal transactions accounts of both the recipient and the donor.
Such resources should be valued at the basic prices that would
have been received if they had been sold. Such imputations
may not always approxirnate the desired basis of valuation,
often because the values of these transactions as they appear
to the donor may be quite different from those that the recipi-
ent would be inclined to impute. Thus, it is suggeted that, as
a rule of thurnb, the values assigned by the donor be used as a
basis for recording.
Financial items (see also chapter Xll
14.47. Changes in financial assets should be recorded in the external
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financial account at the priccs at which the asscts ar€ acquired
or disposed of. For financial items that are tradcd in an organ-
izeÄmarket, with the buyer and seller dealing with each other
through an agent, the price established in the market-which
will probably be the one that is rccorded in the statistics in 
"nyc,ase-will be appropriate forpurposes of the rest of the world
Accotutt. For financial items not.tnaded in the market, how-
ever, the rclevant price may not be so apparent. In fact, cash
it,ems, i.e., cturency and hansferable deposits that can be rc-
deemed on demand, at their nominal value, have only one
value which could be assigned for any purpose, so that this
value eould be regarded as the actual market price. The price
that is to be attributed to non-marketable financial items,
which arc primarily loans in one form oranother, is theirnom-
inal value. However, if a secondary market in such items is cre-
ated, and th"y become marketable-often, ss ir the casc of
loans to some heavily debt-burdened countries, at substantial
discounts from nominal value-that market price should be
recorded for transactions in such loans. Valuation of financial
items in the external financial account should exclude any ser-
vice charges, fees, commissions, or income, which should be
recorded in the appropriate component of the external account
of goods and services.
stocks of assets and liabilit ies {see also chapter Xlll
and section G.2 of this chapter)
14.48. In principle, all stocks of external assets and liabilities that
comprise a country's external balance sheet or international
investment position should be measured at current market val-
us, as of the date involved, i.e., the beginning or end of the
reference period. This concept assumes that such stocks are
continuously (regularly) revalued at current prices-e.g., by
reference to actual market prices for financial assets such as
shares and bonds, or by reference to enterprise balance sheets
in the case of direct investment.
14-49. For those financial items (e.g., shares and other equity securi-
ties öther than shares, etc.) included in the category of direct
investment (see paragraphs 15l to 153 in the Balance of pay-
ments Manual), it is recognized that, in practice, book values
from the balance sheets of direct investment enterprises (or of
direct investors) generally are utilized to determine the value
of the stock of direct investment. These balance sheet values,
if on a current market value basis, would be in accordance with
the principle. If based on historical cost or on an interim but
not current revaluation, they would not conform to the princi-
ple, and thus market prices may have to be estimated or ap-
proximated (see paragraph 14.158 below). However, because
balance sheet values of enterprises often represent the only
basis of valuation available in most countries, the Balance of
Payments Manwzl recommends that they may be utilized to
determine the value of the stock of direct investment both for
individual economies and for international comparisons, and
that it would be desirable to have such data collected and avail-
able on a current market value basis. In instances where the
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slrares of direct invesünent cnterpriscs arc listed on stock ex-
changes, the listed prices should be used as the market value
of shares in thosc enterprises.
14.50. Investnent in other equity secuities, dibl socurities, and fi-
nancial derivatives is to be recorded at cuncnt market values
at the appropriate reference date (for details, see chapüerxlll).
14.51. Those financial items that ate not readily hansfe,rable among
transactots-e. g., loans, deposits, miscellaneous accounts re-
ceivable and payable-are to be reorded at nominal value (as
is the ca!rc for currency). In rccent years, loans to a number of
heavilyindebted countries often have been subject to signifi-
cant discounts quoted in secondary markets that emerged for
the hading of such debt, bringing into question the valuation
of thesc l@ns. The secondary markct quotations should, in
principle, be the basis of valuation of both hansactions and
stoclcs of assets and liabilities. However, the basis of valuation
of the latter on the debtor side is nominal value, i.e., the
amount of principal that the debtor is contractually obliged to
repay the creditor when the loan maturcs, rcpresenting a de-
parture from the market price principle. In this particular case,
the departure is associated with the contractual restrictions
usually applicable to such loans that prohibit the debtor from
buying back the loans in secondary markets, unless the restric-
tions are waived (these limitations usually do not apply to
bonds or other securitias). The use of market value on the cred-
itor side and nominal value on the debtor side results ih an
tlsymmetry between debtor and creditor positions. In order to
deal with that asymmetry, if feasible, creditors should provide
supplementary data on nominal values of discounted loans,
and debtors should provide such data on market value, as fol-
lows:
(a) An exchange of such loans for equity (i.e., debt/equity
swap), in which case two transactions are recorded in the
financial accounts, one in loans and one in shares and
other equity, valued at the (lesser) value of the equity ob-
tained, with the difference between the nominal value of
the loan and the (lesser) value of the equity obtained
treated as a holding gain/loss;
(b) Forgiveness of the loans, where a capital transfer offsets
the reduction of the debtor's liability and the position is
reduced on the liability side;
(c) Rescheduling of the loan, so that a new ilrangement in
effect replaces the old loan, with the new loan's nominal
value to be the basis of valuation and a holding gair/loss
recorded if the new nominal value is less than the old
value; or
(ö Unilateral cancellation of the loan by the creditor, to
be recorded in the other changes in volume of assets
account.
14.52. Monetary gold and Special Drawing Rights (SDRs) issued by
the IMF are financial assets for which there are no outstanding
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financial liabilities. Monetary gold is to be valued at its pre-
vailing price on the market, and SDRS arc to be valued at mar-
ket rates calculated by the IMF.
2. Time of recording
14.53. The general principle governing the time of recording trans-
actions in the System (including the rcst of the world) is that
of accrual accorurting, i.e., the time when @onomic value is
created formed, exchanged, transferred, or extin-
.guished. Claims and liabilities ane deemed to arise when there
is a change in ownership, either a legal change or one involv-
ing a change in control or possession (physical or economic
change), e.9., goods shipped under financial leasc arrange-
ments and certain transactions between parent enterprises and
their branches or affiliaües. An exchange of resources involv-
ing a change in ownership entails the rccording of the two
sides of the transaction in the rest of the world account. In ac-
cordance with the double-entry system, in principle there
should be simultaneous recording of the two sides-first, the
provision of one resource accompanied by the acquisition of
a financial claim on the recipient of the resource, and subse-
quently, the extinguishment of the claim by the provision of
another resource.
14.54. The time of change of ownership may not coincide with the
various stages of the transactions process-i.e., the time of
contract or commitment (contract date), the time of provision
of goods or services and acquisition of a claim for payment
(transfer date), or the time of settlement of that claim (payment
date). In practice, when a change in ownership may not be ob-
vions, it is considered to occur at (or is proxid by) the time the
parties to the transaction record it in their books or accounts.
However, simultaneous recording of the two sides to the trans-
action may not be achieved, because the entries may be de-
rived independently from different sources and accounting
records, and conventions for time of recording for participants
in the transaction may differ (see below).
Goods
14.55. In line with the general principles adopted in the System, the
exports and imports of goods should be recorded at the time at
which ownership of the goods in question passes from a resi-
dent to a non-rcsident, or vice versa. This principle is sufficient
to determine the coverage of international trade in goods, but
in practice certain exceptions, which are specified below, are
made to the principle, at least when owneßhip is interpncted
in a strict legal sense. In any case it is useful to indicate how
the coverage of international trade in goods between resident
and non-resident units relates to international trade in the
sense of actual movements of goods between countries. When
the ownership of a good is exchanged between a resident and
non-resident, there is a strong presumption that the good will
cross the frontiers of the countries concerned either shortly be-
fore, or soon after, the change of ownership takes place, but
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not all exports and imports do so. Conversely, many goods
cnoss frontiers without any change in ownership taking place,
so that they are not to be counted as exports or imports. It is
therefore useful to specify the differcnt coverage of the flows
in some detail.
14.56. Statistics of international trade in goods in most countries rely
heavily on customs documentation submitted at the time
goods are cleared at the frontier. This constitutes a ftrtherrrea-
son for clarifying the differences between the cqverage of ex-
ports and imports as defined in the System and the actual
physical movements of goods between countries. However, it
should also be noted that when countries belong to a free hade
area, customs union or common market, most goods may
crossl the frontiers between different member countries with-
out any kind of customs clearan@ or documentation at the
fr,ontier and quite different methods of recording exports and
imports may be required. Some kind of docurnentation may
still be needed for customs or tax purposes, especially when a
VAf system is in operation, but it may be submitted to a central
office within a country instead of being cleared at the frontier.
Alternativeln or in addition, direct inquiries may be made to
exporters or importers or records of foreign exchange transac-
tions may be utilized. It should not be assumd, thercfore, that
documentation submitted at a frontier invariably constitutes
the principal source of data on exPorts or imports.
Exceptions to the change of ownership principle
14.57 . Before indicating the differences between exports and imports
as recorded in the accounts and the physical movements of
goods across frontiers, it is necessary to specify the exceptions
which the System itself makes to the change of ownership
principle when the latter is interpreted in a strict legal sense.
There are four main types of exception.
14.58. The first exception concerns goods which arc the subject of a
financial lease. The System imputes a change of ownership
from lessor to lessee when a financial lease is arranged even
though legally the leased good remains the property of the les-
sor, at least until the termination of the lease when legal own-
ership of the good is usually transferred to the less@. The
rationale for imputing a change of ownenship is that the lessee
assumes all the righs, risks and responsibilities of ownership
in practice, so that from an economic point of view the lessee
can be regarded as the de facto owner. The financial lease is
essentially a method of financing the imputed purchase of the
good by the lessee which can be used instead of taking out a
loan for this purpose. The System therefore imputes a change
of ownership at the start of the lease and this treatment is
adopted throughout the System and not merely for interna-
tional leasing. When a good is exported (imported) under a fi-
nancial lease, the amount recorded asi an export or import
should be based on the purchaser's price paid for the good by
the lessor and not on the cumulative value of the rental Pay-
ments. The transaction should be recorded when the lessee
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takes Possession of the good, (the time of commencement of
the lease), although the time at which the good crosses the
frontier may be used as a proxy for this if necessary. This treat-
ment requires that a loan from the lessor to the lessee should
also be recorded in the financial account.
14.59. The second exception to the change in ownership principally
concerns goods shipped by an enterprise to a branch or subsid-
iary which it owns in a foreign country or to a forcign affiliate
which belongs to the same group of enterprises as the exporter.
I-egalln the ownership of the goods may rcmain unchanged in
such circumstances, but a de facto change of ownership is im-
puted between the exporting enterprise and the forcign branch
or subsidiary whenever goods are shipped between affiliated
enterprises. The rationale for this treatment is similar to that
for financial leasing, narnely that from an @onomic point of
view ownership rights and responsibilities are effectively ex-
ercised by the enterprise which receives the goods. The time
of recording is when entries are made in the books or accounts
of the enterprise concerned.
14.60. The third exception is one in which a change of ownership
may occur but is ignored in the accounts. The exception relates
to merchants or commodity dealers who buy commodities or
other goods from non-residents and then sell them again to
non-residents within the same accounting period without the
commodities actually entering the economy in which the mer-
chants are resident. The difference between the receipts and
the sales of such dealers is treated as measuring the value of
the services they provide and recorded under exports or im-
ports of services. If, however, the goods are not resold within
the same accounting period, the purchases have to be recorded
as imports of goods which are temporarily held in inventory;
when they are sold abroad in a later period they should be
treated as negative imports.
l4.6L The fourth and final exception to the change in ownership
principle relates to goods which are sent for processing
abroad. In general, the principle adopted in the System is that
goods sent abroad temporarily without change of ownership
between resident and non-resident units are not to be counted
as exports or imporls. Goods sent abroad temporarily are to be
understood as goods which return in more or less the same
condition as they left, apart possibly from any maintenance,
servicing or routine repairs carried out on them. However,
these conditions are not satisfied when an enterprise engages
or contracts with another enterprise to carry out certain man-
ufacturing processes on the goods while abroad. In this case
the enterprise may ship materials or semi-processed goods
abroad, which become inputs into the foreign manufacturer's
production processes, and then receive back the outputs from
these processes, paying the manufacturer a fee for the produc-
tion carried out. In these circumstances the goods originatly
sent abroad lose their identity by being transformed or incor-
porated into other goods. Similarly, the goods received back
are essentially new goods produced abroad. The goods re-
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ceived back may well be classified quite differently, by cusl-
toms authorities and in international hade statistics, ft.,om
those which wene sent. In these circumstances the System re-
quires that the goods sent abroad be recorded as exports, even
though th"y may not be sold to a non-resident, while the goods
received back are lucorded as imports, even though th"y wet€
not purchased from a non-nesident.
14.62. Essentialln the treatnent of processing involves two issues-
whether to record certain flows on a gross or a net basis, srd
whether to classify those flows as goods or sewices. If the
goods al€ excluded ftom exports and imports on the grounds
that therc has been no change of ownership, then it becomes
necessary to identify and r€cord scparately as the import of a
seryice the payment which the enterprise makes to the foneign
producer for the value added by his processing. If, on the other
hand, the flows arrc recorded gnosxr, as the Sysüem requires, the
difference between the value of the imports and the value of
the exports should be equal to the payment made for the ser-
vice provided by the foreign processor. The balance between
total exports and imports of goods and services is the same in
either case, the difference being whether the balance appears
as a net import of goods or a net import of sewices.
14.63. When goods are sent abroad temporarily to return in the same
form as they left without change of ownership, their leaving
the economy has no impact on the domestic economy and can,
therefore, be ignored in the accounts. However, when the
goods which return are different in form from those which left,
the supply and disposition of goods or resources within the
economy which sent the goods abroad for processing are
changed and for this reason the export and import of the goods
concerned cannot be ignored. fuiother relevant consideration
is that it is often difficult to separate goods sent out forprocess-
ing, and those returned after processing, from other move-
ments of goods in records of international trade flows, so that
the gross treatment required by the System is usually easier to
implement in practice. However, when it is actually feasible
to identify in the trade statistics goods intended for processing
abroad and returned after processing, it is recommended that
they should be shown separately in both exports and imports
in the external account for goods and services in the System.
When goods sent abroad for processing in one accounting pe-
riod are not re-imported until a later accounting period, it is
necessary to enter a counterpart financial claim (liability) in
the financial accounts of the countries concerned.
14.@. When goods are returned after only a very small amount of
processing abroad, such as storage or packaging, it can be ar-
gued that the net treatment should be adopted on the grounds
that the processing is insignificant, so that it is preferable to
record the small amount of value added abroad as an import of
a service. It is difficult, however, to provide objective criteria
as to what constitutes a significant amount of processing
which would make it possible to delineate certain kinds of pro-
cesses from others. It is suggested, therefore, that goods
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should be treated as b"irg processed when the goods from
abroad have to be classified in a different group (3 digit level)
of the Central Product Classification (CPC) from the goods
sent abroad out of which they have been . On the
other hand, when the goods rcturned fall in the same group of
the CPC as the goods sent abroad, th"y should not be included
in exports and imports of goods, the processing being treated
as a service activity.
Tlming in relation to physical movements of goods
14.65. For various reasons the flows of goods which leave and enter
a country within a given accounting period are not identical
with the exports and imports which need to be recorded in the
accountrs. One naason why th"y may differ is simply that the
time at which the ownership of a good changes, or is deemed
to change, from a resident to a non-t€sident or vice vesa, is
often not the same as the time at which the good is transported
from one country to the other. Transportation may precede, or
lag behind, the change of ownership by varying lengths of
time. Moreover, because time elapses between a good leaving
one country and arriving at the other country, it is impossible
for the change in ownership to coincide with both the time of
departure and the time of arrival. If the time at which a good
crosses a frontier is used as a proxy for the time at which own-
ership changes, discrepancies arc likely to be created between
the values of exports and imports and other items in the na-
tional accounts such as sales, purchases and changes in inven-
tories as reported by producers. Such discrepancies are
unavoidable if statistics on physical movement of goods
across frontiers are the principal source of data for estirnating
exports and imports. Discrepancies of this kind which are due
to differences in timing tend to become relatively morc im-
portant the shorter the accounting period, and they may be a
significant source of error in quarterly accounts, especially for
countries whose foreign trade is large in relation to domestic
production. When the estimates of exports and imports are
based on direct inquiries to producers, the incidence of such
discrepancies may be less.
14.6. A further problem is that exporters and importers of goods
may not perceive the change of ownership as taking place at
the same moment of time. When there is a firm sales contract,
the exporter may record the change of ownership in his ac-
counts as occurring when the goods are dispatched, whereas
the importer may not acknowledge change of ownership until
signing and accepting the relevant import documents (gener-
ally at the time the importer takes possession of the goods).
While such differences may not introduce any discrepancies
between the recording of different items within the domestic
accounts of each of the countries concerned, they may intro-
duce asymmetries into the recording of international trade
flows at a world level.
14.67. A probable need for a timing adjustment to trade statistics
arises from a failure of the statistics themselves to reflect phys-
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ical movements correctly in all cases, although some system-
atic defects of that sort would not create noticeable errors un-
less the value of uade changed sharply from period to period.
Such a need, for example, ariscs when compilers of hade ac-
' 
**ts cut off each month's statistics before all customs dec-
larations have been tabulated, leaving a residue to fall into the
next month. When practices of this sort lead to distortions, the
amounts should be estimated and timing adjushnents applied.
14.68. The change of ownership of goods can oscw at times widely
different from the recording of those goods in bade statistics
when a lengthy voyage forms part of the prccess of importing
or exporting. If the volume or unit value of trade changes sub-
stantially from the begiruring to the end of the rcporting pe-
riod, the possible difference of one ortwo months between the
shipment or receipt of goods, on the one hand, and the change
of ownership, on the other hand, can be a souree of error in the
statement for a given country and of asymmetries between
partner countries. No empirical basis has been established for
presuming that ownenship normally changes either at the be-
ginning or the end of a voyage; inquiries, pefraps on a sample
basis, are required to ascertain specific practice, and timing
adjustments should in principle be applied to correct the trade
statistics for those classes of goods that are found to change
ownership at a time other than that at which they are recorded
in the trade statistics.
14.69. Goods on consignment, i.e., goods intended for sale that have
not actually been sold at the time they cross the frontier, should
in principle be included in merchandise only at the time own-
ership changes. Such goods are often recorded instead at the
time that they cross the frontier, on the assumption that a
change of ownership has occurred or in the expectation that
a change will shortly occur. If that treatment is followed but
there is no change of ownership, the goods will subse-
quently have to be recorded again as a deduction from ex-
ports and imports.
Services
14.70. The time at which the export or import of a service is to be rc-
corded is the time at which it is rendered (delivered or rc-
ceived), which mostly coincides with the time at which the
service is produced. In some instances (e.9., freight and insur-
ance, port services, etc.), as rnay be the case with trade in
goods, there may be pre-payments or post-payments for such
services. Entries in the appropriate accounts should then be
made as explained in paragraph 14.75 below. For processing
and repairs excluded from goods, the value added is to be re-
corded as services at the time performed.
Primary incomes
14.71. Income in the form of interest is to be recorded on an accrual
basis, i.e., as accruing continuously over time on the amount
of principal outstanding (see chapter VII, Paragraphs. 7 .94 to
7.lM for discussion). If the interest is not actually paid, an
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entry is rcquired in the external account of primary incomes
and cuncnt transfers, together with an offsctting entry in the
finaneial account for the claim associated with non-payment,
i.e., an increase in liabilities.
14.'12. Dividends arc to be recorded as of the moment they are pay-
able. Reinvested earnings on direct forcign investment are to
be recorded in the period when th"y are earned. Distributed
(rcmitted) earnings of brarrches and other unincorporated en-
terprises, i.G., withdrawals from income of quooi-corpora-
tions, are to be recorded as of thetime that th"y are transferred.
In explanation of this difference in tirne of rmrding between
earnings that are forrnally distributed and other earnings, it
should be noted that rcinvested earnings represent the net in-
come accruing during a given period. ln conhast, rcmitted
earnings ofbranches are disqetiorrary distributions that can be
made at any time-even in a period when a net loss is sgs-
tained-and therefore are not attributable to the earnings of a
particular period. To determine the period in which those rein-
vested earnings are earned or other investment income be-
comes payable, reference to balance sheets, annual reports,
and similar documents of the direct investor or the enterprise
may be helpful.
Transfers
14.73. Various taxes, fines, etc., and other components of transfers
that are imposed by one party on another are to be recorded at
the moment at which the underlying transactions or other
flows occur which give rise to the liability to pay. In some in-
stances, taxes on income may be recorded in a subsequent pe-
riod. Other transfers are to be recorded at the time that the
resources (e.9., Bm&, services, financial items) to which they
are offsets change ownership.
Financia I transactions
14.74. The time at which extemal transactions in financial items is
considered to take place is when both the creditor and debtor
enter the claim and liability, respectively, on their books (see
chapter xI). A date (the "value date") may actually be speci-
fied for the very purpose of ensuring that the timing agrees in
the books for both parties. If no precise date can be fixed, the
date on which the creditor receives payment (or some other fi-
nancial claim) is decisive. [,oan drawings are to be entered in
the accounts when actual disbursements are made; loan repay-
ments are to be entered when due for payment. In the case of
overdue repayments, entries are to be recorded for the repay-
ment of the contractual obligation involved as if it were made
and (a) its replacement by r new liability that is short-term (for
immediate payment), or O) if underrescheduling orotherspe-
cial financing arrangements associated with balance of pay-
ments difficulties of an econoffiy, replacement by 
" 
new loan.
L4.75. Recording trade in goods and other current external transac-
tions on a change of ownership basis requires that timing dif-
ferences between the flow of goods, services and income, and
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the eorresponding flow of payments should give rise to corr€-
sponding claims and liabilities, i.c., payments made in ad-
vance of change of ownership (pte- or progrcss-payments)
rcpr€sent a claim on the payee; payments made subsequent to
the change of ownership (post-payments) represent the extin-
guishing of a liability incurred at the time of change of owner-
ship. In other wotds, when the counterpart to an entry in the
financial account is non-financial, the time of recording of fi-
nancial claims is to be aligned with the time of recmding, in
the other accountrs of the SNA, the hansactions that generatc
the financial claim. For example, when exports of goods or
scrvices give rise to a trade credit, an entry in the financial
account should be made at the time when the entry is made
in the relevant component of the external account of goods
and services.
!4.76.1he time of recording stocks of external financial assets and
liabilities (the international investment position) is at the mo-
ment to which the account relates, typically the beginning or
the end of the accounting period.
3. Gonyersion and the unit of account
14.77. The compilation of the rqst of the world account is compli-
cated by the fact that the values of transactions in resources
and financial items and of the components of the stocks of ex-
ternal financial assets and liabilities may be expressed initially
in a variety of curencies or in other standards of value, such
as SDRs or European cunency units (ECUs). The conversion
of these values into a reference unit of account (usually the na-
tional curency of the compiler) is a requisite for the construc-
tion of consistent and analytically meaningful national
statements.
14.78. In concordance with the principles of time of recording and of
valuation both in the System and in the Bahnce of Payments
Manual, the appropriate exchange rate to be used for conver-
sion from a transactions currency into a unit of account is the
market rate prevailing on the transaction date, or if that is not
available, the average rate for the shortest period applicable.
The midpoint between buying and selling rates should be used
so that any service charge-the spread between the midpoint
and those rates-is excluded.
14.79. For conversion of data on stocks of external financial assets
and liabilities, the market exchange rate prevailing on the date
to which the balance sheet relates is to be used, i.e., the mid-
point between the buying and selling spot rate.
Multiple official exchange rates
14.80. Under an official multiple exchange rate regime, i.e., when
two or more exchange rates are applicable to different catego-
ries of transactions, favouring some and discouraging others,
those rates incorporate elements similar to those of taxes or
subsidies. Thus, because the multiple rates influence the un-
dertaking of and values of transactions that arc expnessed in
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national currency, the net proceeds implicitly accruing to the
authorities as a result of these transactions are to be calculated
as implicit taxes and subsidies in the System. The amount of
the implicit tax or subsidy can be calculated for each transac-
tion as the difference between the value of the hansaction con-
verted into national currency at the actual exchange ratre
applicable and the value of the transaction converted at a'uni-
tary rate-, thc latter calculated as a weighted averiatc of all of-
ficial rates used for external transactions. The System records
exüernal transactions using the actual rate applicable to spe-
cific transactions. However, implicit taxes/subsidies appcar as
global adjustrnents in the test of the world account with coun-
terpart entries under cutlent and capital transfers in the cenhal
bank or govenrment accounts. @or a detailed explanation of
multiple exchange rates, including the completc accounting
treatment in the System, see Chapter XIX, annex A.)
14.81. The "unitary rate" approximates a single official rate that
would exist in the absence of multiple rates. However, becausc
this single calculated rate may not approximate any sort of
equilibrium or market rate, the calculated implicit taxes/sub-
sidies/transfers may not fully reflect the impact of a multiple
rate system.
L4.82. As to convercion of stocks of external financial assets and lia-
bilities in an official multiple rate system, the actual exchange
rate applicable to specific assets or liabilitie.s is to be used.
Black or parallel market rates
14.83. Until this point in the discussion of multiple exchange rates,
no mention has been made of (unofficial) parallel or black
market rates. The latter rates cannot be ignored in the context
of a multiple rate regime and can be treated in different ways.
D. The external accounts of goods and services and
14.85. The external account for goods and services has on the rc-
souroes side the flows "imports of goods" and "imporls of ser-
vices", which collectively represent the goods and services
acquired by the total economy and conversely, on the uses
side, the goods and services supplied by the total economy
(represented by the flows "exports of goods" and "exports of
services") to the rest of the world. These flows also have their
counterpart entries in the goods and services account. The ex-
ternal account of goods and servicqs has a balancing item
called "external balance of goods and services". If the balance
is positive, it rcpresents a surplus on transactions in goods and
services for the rest of the world and convenely 
" 
deficit for
the total economy, and vice versa if the balance is negative.
14.86. The external account of primary incomes and current transfers
covels, on the resources side, as receivables by the rest of the
world (payables by the total economy), and, on the uses side,
as payables by the rest of the world (receivables by the total
economy): (a) compensation of employees, O) property in-
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For instance, if there is one official rate and a parallel market
itto, the two should be handled separateln with transactions
convertcd at the exchangc rate for each. If there are multiple
official rates together with a parallel rate, the two should be
trcatd as distinct markets in any calculation of a unitary rate.
That is, the multiple official rates-which involve implicit of-
ficial taxes and subsidies-should be uscd to calculate a
weightcd average rate that can serve as the basis for estimating
the tax or subsidy component of the various official rates.
Transactions effected at the parallel rate usually should be
converted at that ratre separately. No implicit taxes/subsidies
arc involved in parallel markcts which are not part of the offi-
cial exchange rate rcgime. However, in some instances, paral-
lel markets may be considered to be effectively integrated with
the official exchange raüe rcgime. Such is the case when most
or all eansactions in the parallel market are sanctioned by the
authorities and/or when the authorities actively intervene in
the market to affect the parallel rate. In this instance the calcu-
lation of the unitary rate should include both the official and
parallel market rates. If only limited transactions in the parallel
market are sanctioned by the authorities, the parallel rate
should not be included in the calculation of the unitary rate.
14.84. The midpoint between buying and selling rates in the parallel
market should be calculated (separately from official rates) for
convelsion, as is r@onunended for official rates, so that any
service charge is excluded. (Revenues obtained from trading
curencies between official and parallel markets are to be
treated as holding gains, exoept when rcvenues accrue to the
monetary authorities as a result of such transactions between
authorized parallel and official markets (see paragraph 35,
chapter XIX, annex A).
of primary incomes and curent transferc
come (including reinvested earnings on foreign direct invest-
ment), (c) taxes minus subsidies on production and imports,
(d) cunent taxes on income, wealth, etc., (e) social contribu-
tions and benefits, and (f) other curent transfers. Items (a)
through (c) are reflected in the primary distribution of income
account and items (d) through (f) arc reflected in the secondary
distribution of income account in respect of the resident sec-
tots, as well as the accounts for the total economy.
14.87. Together with the external balance of goods and services, the
transactions in items (a) through (0 yield a balancing item
"current external balance". When this balance is positive, it
signifies a surplus of the rest of the world on curent transac-
tions with the total economy (a deficit of the total economy),
while a negative balance denotes a deficit of the rcst of the
world on cunent transactions (a surplus of the total economy).
As items (a) through (f) feature in the primary and secondary
distribution of income accounts of the various institutional
sectors and the nation as a whole, they affect, respectiveln the
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resultant measurres of primary income and national income
and of sector and national disposable income and saving.
l. The erternal rccount of goodr and seruicet
14.88. Exports of goods and services consist of sales, barter, or gifts
or grants, of goods and services from resident to non-resi-
dents, while imPorts corrsist of purctrases, barter, orreceipts of
gifts or grarrtrs, of goods and services by resident from non-nes-
idents. The üpatment of exports and imports in the System is
generally identical with that in the balance of payments ac-
counts as described in the Balance of Payments Manual, to
which rcfercnce may be made for further elaboration on the
points made here.
14.89. lnternational transactions in services differ in many respects
from those in goods. As explained in chapter VI, the produc-
tion and the delivery of a service is usually a single operation
carried out by mutual agreement between producer and con-
sutner' which requires some kind of prior contact between
them. As a result, the organization of international trade in ser-
vices is quite different from trade in goods. Goods are typi-
cally produced in advance of any contract of sale and may be
transported over considerable distances from their original
place of production to be sold long after they have been pro-
duced, whereas services are typically delivered directly from
producer to user when they are produced. Thus, international
trade in services is not only different in character from trade in
goods but may have different implications for economic anal-
ysis and policy-making. For this reason, and also because of
the growing importance of international trade in services, ex-
ports and imports of goods and services are considered and
classified separately from each other.
14.90. However, the boundary between them is not always clear-cut
in practice, as a single transaction may sometimes cover ele-
ments of both. For example, in the external account of goods
and services of the system, exports and imports of goods are
valued f.o.b.-i.e., including the costs of transportation and
insurance up to the border of the exporting country-even
though in other contexts, such as input-output tables, the costs
of transportation and insurance may be shown separately from
the producer's or basic price of a good as it leaves the premises
of its producer. Conversely, other transactions involving a
mixture of goods and services, such as expenditures by for-
eign travellers in the domestic market, may all have to be re-
corded under services in the rest of the world account.
Goods
l4.9L Apart from discrepancies due to the fact that the physical
movements of goods across frontiers may not coincide with
the times at which changes of ownership occur, as mentioned
above, there are also differences in coverage between exports
and imports of goods as recorded in the System and the flows
of goods across frontiers.
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Emmples of goods which may be sold as exports or purchased
as impor-ts without cnossing tlu countrySfrontier
(a) Transportation equipment or other movable equipment
not tied to a fixd location which, therefore, neod not
necessarily cross the frontiers of eithcr the exporting or
the importing country as a result of being sold (pur-
chased) by a resident to (from) a non-rcsident;
(b) Goods produced by resident unitrs operating in interna-
tional waüerc-oil, natural g*, firh"ry poductrs, mari-
H:#;i";,::#ilrä 
sord directrv to
(c) Goods consumed in rcsident-owned offshorc installa-
tions, ships or aircraft operating in intrernational waters
or airspace which are purchasd from non-residents in
forcign countries;
(d) Goods which are lost or destroyed after changing own-
ership but before they have crossed the ftontierofthe ex-
porting country or the importing country
Exantples of goods which nray crossfrontiers but are excluded
from exports or impons
(a) Goods in transit through a country;
(b) Transportation equipment and other movable kinds of
equipment which leave or enter a country without
change of ownenhip; for example, construction equip-
ment used for installation or construction purposes
abroad;
(c) Equipment and other goods which are sent abroad for
minor processing, maintenance, servicing, or rcpair
(goods ptocessed and transformed into differcnt goods
are included in exports or imports (see paragraphs 14.61
to 14.64 above), as is the value of repairs on fixed assets,
such as ships, which are sent abroad for extensive rcpair,
renovation or refitting);
(ö other goods which leave, or enter, a country temporar-
ily, being generally returned in their original state and
without change of ownership; various examples may be
cited: goods sent abroad for exhibition purposes only;
equipment for orchestras, stage performances, etc.,
while on tour abroad; goods on consignment which are
returned because an expected sale does not materi alizn;
goods shipped under an operating lease; animals sent
abroad for racing, shows, other forms of entertainment,
or breeding purposes;
(e'l Goods shipped to or from a country's own embassies,
military bases, or other enclaves which are geographi-
cally situated inside the national frontiers of another
country;
A Goods on consignment lost or destroyed after crossing
a frontier but before change of ownership occurs.
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14.92. Sometimes the classification of certain physical items as
goods is questioned, most often because they may be accorded
exceptional heatment under customs regulatiorur or in the
trade r€turns. The following examples arc listed as items of
this kind which should be included in goods: commodity gold
(i.e., non-monetary gold), silver bullion, diamonds and other
precious metals and stones; paper money and coin not in cur-
rent circulation and unissued securities, all of which should be
valued as commodities rather than at their face value; electric-
ity, gas, md water; livestock driven acnoss fr,ontiers; parcel
post; govemment exports and imports (otherthan those to and
from the government's own agencies and personnel), includ-
ing goods financed by gr"nts and loans; goods transferred to
or from the ownership of a buffer stock organization;
migrants'effects; smuggled goods, whether or not detected by
custorns; and other unrecorded shipments, such as gifts and
those of less than a stated minimum value.
14.93. There are certain physical items which are regarded as finan-
cial items that should not be included in goods, among which
are the follöwing examples:
(a) Evidence of financial claims, even though they have a
material form and are movable, are treated as financial
items. Examples of such goods are paper money and
coin that are in current circulation and securities that
have been issued;
(b) Monetary gold is treated as a financial asset, so that
transfers of monet^ry gold between the authorities of
different countries are reflected in the financial account;
(c) Non-financial assets belonging to an enterprise, includ-
ing land, structures, eguipment, and inventories, are
considered to be financial assets forthe ownerof that en-
IffJi;:Hfi :Jff ä:il*,ä;i:T"-T,#
these assets resulting from the acquisition of an existing
enterprise is thus treated as a financial transaction and is
not included in goods, except to the extent that such a
change of ownership is actually accompanied by a phys-
ical movement of goods.
Services
14.94. The export or import of a service requires some kind of contact
between a resident producer and a non-resident consumer at
the time production actually takes place. In the case of trans-
portation, the contact between producerand consumer ismade
possible by the mobility of the transport equipment itself. For
other types of services, including information services, the
contact may be established by means of telecommunications
links of one kind or other. However, the production of most
seryices, both producer services and consumer services, ne-
quires the producer and consumer to come together in some
mannerand in a convenient location: this is the case fora wide
range of services such as most business and financial services,
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health, education, necreation, entertainment, etc. At an inter-
national level the produ@r may have to travel to the country
of the consumer, or vice versa. The mobility of service produc-
ers has been greatly enhanced by fast and frequent air travel,
while telecommunication linls enable staffabroad to continue
to draw on the resources of expertise of staff in head offi@s.
14.95. For example, it is common for poducers of business seryices,
such as consultancy or other advisory services, to send teams
of staffto work abroad on assignments resulting from specific
contracts negotiated with non-nesidents. As explained in para-
graphs 14.22 and 14.23 above, such production units operat-
ing abroad are considered to be integral parts of the parent
corporation to which they belong, provided that the volume of
production which they carry out abroad does not become so
large and the length of time over which that production takes
place so long that the unit cannot leasonably be heated as not
having a centre of economic interest in the country concerned.
When a production unit operating abroad e.stablishes a sub-
stantial physical presence in a foreign country by pruchasing
or renting business premises, acquiring capital equipment, re-
cruiting local staff, etc., with the intention of engaging in pro-
duction over a long perid of time (a guideline is one year or
morc, applied flexibly), the production unit in quastion must
be treated as a forcign branch-i.e., as a quasi-corporation
which is resident in the country in which it is operating. In
these circumstances, the output of the branch counts as part of
the GDP of the country in which it is located so that it cannot
be treated as an export of a service from the parcnt which owns
and controls it.
14.96. The criterion of residence outlined above, that was described
in detail earlier in this chapter (see paragraph 14.23 above) ap-
plies equally to all corporations, whether engaged in the pro-
duction of goods orservices. Howeveq the issue is particularly
relevant to services producers because establishing a foreign
branch (or subsidiary) which supplies services directly to the
residents of a foreign country may be the only means by which
a unit engaged in service production can expand its sales to
non-residents. A corporation which creates a foreign branch
for this purpose may regard itself as continuing to "export"
services, even when the branch is established on an indefinite,
or perrnanent, basis. However, such a branch is classified in
the System as a quasi-corporation which is resident in the
country in which it operates, so that there may be an important
difference between the way in which exports and imports of
services are recorded in the System-and in the balance of
payments-and the way in which some corporations them-
selves may perceive them. Corporations may not recognizn
any threshold beyond which the production is classified as
contributing to the GDP of the country in which the branch is
located instead of contributing to the GDP of the country in
which the parent is located.
14.97. From a national accounts viewpoint, the central issue is not so
much the exact definition, or coverage, of exports or imports
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as the definition and coverage of GDP itself. When a branch
office is poducing services on a permanent basis inside a
corurtry, the value added must be considered part of thc GDP
of that country, not of the country of residence of the parent
corporation.
14.98. The services which enüer into exports and imports of services
must have been produced as outputs from processes of pro-
duction. They do not include incomes which a$c sometimes
described as payments for *sewices- rcndered in thecoune of
production. Payments of compensation of employees from
residents to non-nesidents, or vice vets,a, are international
flows of primary incomes. Such payments occur, forexample,
in the case of seasonal or border workerc who work in a differ-
ent country from that in which th"y are resident. Similarln
flows of property income, such as interest and dividen&, h-
tween rcsidentrs and non-rcsidents are excluded from interna-
tional trade in services.
L4.99. The coverage of exports and imports of services corresponds
broadly to the types of services which are described in sections
6 to 9 of the CPC. However, whereas the CPC treats all repairs
and Processing as service activities, the System does notn as al-
rcady noted. As the CPC provides a comprehensive listing of
the other kinds of services which may enter into international
trade, and the Balance of Paynrents Manualdescribes a list of
standard components of such services, it is not necessary to
give all such details here. Nevertheless, it is useful to indicate
how some of the more important types of trade in services are
treated in the System.
Construction
14- 100. The treatment of international construction raises the same is-
sues as those discussed in paragraphs 14.95 to 14.98 above
with reference to business consultancy or other services. Con-
tracts for the construction of major projects such as bridges,
power stations, or dams are frequently awarded to non-resi-
dentcorporations. When a construction corporation in country
Ais awarded a contract in country B, the corporation is obliged
to create a site office in country B from which the construction
is managed and carried out, in much the same way that a cor-
poration exporting services may have to open a branch office
abroad. Although the site office may have no separate legal
identity, it may nevertheless be treated as a quasi-corporation
for this purpose. The main argument against this treatment is
that the site office is created for the duration of a specific proj-
ect and is dismantled when thö project terminates. Thus, it can-
not be interpreted as evidence of a lasting economic interest in
country B by the corporation.
L4.l0l. If a site office is not treated as a quasi-corporation, the conse-
quences are that the construction site has to be treated as an en-
clave of country A inside of country B which is similar to that
of an embassy or military base maintained by country A. The
value added inside the enclave can then be treated as part of
the GDP of country A and the value of the final output pro-
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duced, i,e., the dam or bridge itself, is heatod as an export ftom
country A to country B. In line with the general principles ap
plied to the measurcment of thc output of construction, the
dam or bridge can be treated as being completcd and delivered
to the client in stages. While this solution has some merit, it
has the serious disadvantage that the valuc added generated by
a major construction p,roject, such as the construction of a darn
or bridge which may last seve,ral years, is not attributed to the
country in which the activity actually takes plaee. This seenrs
particularly anomalous when most of the labour and materials
employed on the project arc likely to be supplied localln while
the project itself is likely to have an important impact on in-
comes and expenditures in the locality. Forthis rcason the Sys-
üem ruconrmends that quasi-corporations should be qeated
for major construction plojecJs which last for a year or morc
(subject to the considerations notcd in paragraph 14.23
above), even though therc may be no lasting econoniic intercst
in the country by the construction unit.
l4.l02. The consequence of creating a quasi-corporation unit for a
construction project undertaken in country B in the above ex-
ample is that the only exports which are recorded from country
Ato country B are the goods and services supplied firrm coun-
try Awhich are incorporated into the final structure: forexam-
Ple, surveyors' plans prepared in country A or twbines or other
hydroelectric equipment manufactured in country Awhich are
installed in the dam in country B. Although there may be no
change of legal ownenship when the parent construction cor-
poration in country Aships equipment to its own construction
site located in country B, the system imputes a change of own-
ership for deliveries of goods to branches or subsidiaries
abroad which are not returned. The project may also generate
important international flows of income, including compensa-
tion of employees, as well as profits and financial flows, but
these are not exports or imports of goods and services.
Installntion
14.103. The installation of equipment is an activity which has much in
common with construction. However, as the installation of a
specific amount of equipment abroad is clearly 
" 
project of
limited duration which, in itself, does not signal any lasting
economic interest in the country in which it takes place, it is
not appropriate to create a quasi-corporation in respect of that
activity, even if it happens to take more than a year to com-
plete. Thus, the installation of equipment abroad is always
treated as an export of a service in the System and in the Bat-
ance of Payntents Manual. In practice, the value of the instal-
lation costs, like transportation costs, if included in the global
value of the equipment exported, may not always be sepa-
rately recorded.
Trarxportation
14.104. Transportation services encompass all modes of transporta-
tion-sea, air, and other, including land, internal waterway,
space and pipeline-performed by residents of one economy
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for those of another, that arc involved with either the move-
ment of goods (freight), or the carriage of passengers, together
with related supporting arrd auxiliary services. Most transpor-
tation services often are provided by corporations through
their operation of carriers and similar equipment. Questions
arise as to the residence of such units or operatots, because the
carrier may operate outrside the economic tenitory in which
the corporation is resident, either in international waters, in
airspace, or in one or more other economies. (The residence of
corporations is discussed in section 8.4, where paragraphs
14.25 to 14.27 above arc particularly relevant in this context.)
Goods transportation
14.105. As stated above, by valuing both exports and imports f.o.b. at
the frontier of the exporting country the bound"ry between
trade in goods and trade in services in the System is implicitly
fixed (see paragraphs 14.36 to 14.40 above). This method of
valuation also determines the treatment of goods transporta-
tion. It is necessary to distinguish transportation within the ex-
porting country up to its frontier, i.e., the point at which goods
are valued f.o.b., from transportation beyond that point, which
covers both transportation between the frontier of the export-
ing country and the frontierofthe importing country andtrans-
portation within the importing country to the final destination
of the goods.
14.106. Transportation costs up to the customs frontier of the export-
ing country should be incorporated into the f.o.b. price of the
goods at that point. The transportation services must not be
counted twice, however, so that when they are provided by the
exporter or otherresident of the exporting country they should
not also be recorded as exports of services. However, when the
importer (or other resident of the importer's country) is re-
sponsible for the transportation of the goods from the factory
of the foreign producer up to the frontier of the exporter's
country, these transportation costs must be added to the price
received by the foreign producer to arrive at the f.o.b. price.
This procedure requires an offsetting imputation to be made
whereby the foreign producer is deemed to purchase these ser-
vices from the importer or other resident of the importer's
country: Otherwise, the foreign earnings of the exporter
would be overstated.
l4.l07. Transportation beyond the customs frontier of the exporting
country, whether outside or inside the importing country
should be recorded as imports of services when the transpor-
tation is provided by 
" 
carrier who is not a resident of the im-
porting country. When the imports of goods are initially
recorded c.i.f. instead of f.o.b. the transport costs between the
customs frontiers of the exporting and importing countries
should first be deducted from the c.i.f. price to arrive at the
f.o.b. price. These transportation services should then be re-
corded as imports of services when they are provided by. non-
resident, ß stated above.
14.108. The transportation by resident carriers of goods owned by
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non-residents which do not enter the resident carrier's country
as imports arc recorded as exports of servises. Conversely, the
transportation within a countr)' by non-resident carriers of
goods owned by residents which do not leave that country as
exports arc rccorded as imPorts of services.
P ass e n g e r t r ans p o r-tntio n
14.109. Exports cover the international transportation of non-resi-
dents by resident carriers, while imports cover the interna-
tional bansportation of residents by non-resident carriers.
Thesc scrvices also include the transpor,tation of residents
within their own country by non-resident carriers. Seryices
provided by resident carriers within their own country to non-
residents are not recorded under transportation scwicqs but
are shown under the global headings of 'dir€ct purctrases in
the domestic market by non-residents- and *dirpct purctrases
abroad by residents" in the supply and use tabl6, 6 adjust-
ment items. Passenger transportation includes the food, drink
or other goods supplied to passengers while travelling when
passenger fares cover the cost of these items which are pro-
vided without additional charge. Any additional servic.es pro-
vided to passengerc, such as the transport of excess baggage
or vehicles or other effects belonging to passengers which are
transported with them on the same train, ship, aircraft, etc., are
also included under passenger transportation.
Tourßnl
14.ll0. The item "tourism" does not refer to a particular tyPe of ser-
vice as such, and hence for this reason is not identified in the
CPC. Exports of tourism (receipts) cover purchases of all
types of goods and services made by non-residents visiting an
economy for business or peßonal purposes, for less than one
year. An exception to the one-yearrule applies to students and
medical patients who are treated as non-residents even if their
stay is for a longer period. Expenditures on health and educa-
tion should be separately recorded when feasible. Imports of
tourism (payments) cover all purchases of goods and services
made by residents while travelling abroad for business or per-
sonal purposes (see reference in paragraph 14.109 above to
adjustment in the supply and use tables).
l4.ll l. Expenditures on tourism, and also passenger services, must be
suMivided to distinguish those expenditures made by busi-
ness travellers, which are paid for, or reimbursed by, their em-
ployers from those expenditures made by hotrseholds.
Expenditures by business travellers are part of the int,ermedi-
ate consumption of producets, whereas expenditures by other
travellers on personal trips are part of household final con-
sumption expenditures. In order to calculate final con$lmP-
tion expenditure of resident households from the expenditure
made by all households, both resident and non-l€rsident,
within the dornestic market, it is necessary to add direct Pur-
chases abroad by residents and to subtract direct prnchases in
the domestic market by non-re.sidents (see chapter XV).
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Insuratrce
14.1.12. Exports of insurance services coverthe provision of insurance
to non-residents by resident insurance enterprises, while im-
ports cover the provision of insurance to residents by non-res-
ident insurance enterprises. The treatment of the cost of
irnuranse on goods which are in the process of being exported-
and imported has to be consistent with the valuation principles
adopted for exports and imports of goods and the same con-
ventions must be followed as for goods transportation in these
circumstances. These @nventions may be summarized as fol-
lows: insurance on int,ernationally traded goods from the
exporter's factory or warehouse, up to the frontier of the
exporter's country is to be included in the f.o.b. value of the
goods exported. If this insurancc is paid for by the importer
using an enterprisc resident in the importer's country, the ex-
porter is deemed to purchasethe insurance andsimultaneously
recover its cost out of the f.o.b. price recorded in the accounts.
Insuranee services on goods after they have passed the frontier
of the exporting country are recorded as imports of insurance
services by the importer when the insurance is provided by a
non-nesident of the importing country. If the insurance is pro-
vided by an enterprise resident in the importer's country, it
should not be recorded in the external account of goods and
services, bearing in mind that imports, as well as exports, are
recorded f.o.b. and not c.i.f.
14.113. International insurance services are to be estimated or valued
by the amount of service charge included in total premiums
earned, not by the total premiums themselves. In principle, the
measurement of transactions in international insurance ser-
vices is consistent with that of insurance services for resident
sectors. However, in practice, both the System and the Bal-
ance of Paynrents Manual allow resident/non-resident flows
associated with investment income on technical reserves to be
ignored because of problems of estimation, particularly for
imports. Thus, for goods, the insurance service charge for res-
ident issuers providing insurance services to non-residents
(export) is the difference between premiums earned and
claims payable on goods lost or destroyed in transit. The ser-
vice charge for non-resident issuers providing services to res-
idents (import) can be estimated by applying the ratio of
estimated service charges to total premiums for exports of in-
surance services to total premiums paid to non-resident issu-
ers. The ratio should be based on a medium- to long-term
period. In raspect to other types of direct insurance, the service
charge for nonresident insurers providing services to residents
can be estimated by applying the ratio of estimated service
charges to total premiums for resident insurerc. Again, the
ratio should be based on a medium- to long-term period. For
non-life insurance, total premiums minus the estimated ser-
vice charge and claims payable should be recorded under cur-
rent transfers. For life insurance, premiums minus the service
charge and claims payable are to be recorded in the financial
account, under insurance technical reserves. For reinsurance
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exports of servisas are, in principle, estimatod as tho hlancc
of all flows occurring between rcsidcnt reinsurcfis and non-
residcnt insurers. Irnports ano, in principle, estimated as the
balance of all flows occurring between residcnt insurers and
non -rcsident rcfuFtrrers.
Licence fees
l4.l14. Liccnce fees cover receipts (exports) and payments (imports)
of residents and non-t€sidents associated with the authorizcd
use of intangible non-produccd non-financial assetrs ard pro-
prietary rights, such as patents, @pytight", ha&marks, indus-
trial Processes, franchises, etc., and with the usc through
licensing agraements, of produced originals or prctotlpes,
such as manuscripts, films, etc.
Financial semices
l4.l15. Financial services are financial intermediary and auxiliary
services (except those of insuranoe corporations and pension
funds) conducted between residents and non-r€sidents. In-
cluded are fees for intermediaries'services, such as those as-
sociated with letters of credit, bankens acceptances, tines of
credit, financial leasing, forcign exchange transactions, etc.;
commissions and other fees related to transactions in securi-
ties-brokerage, placements of issues, underwritings, rc-
demptions, arangements of swaps, options, and other
hedging instruments, etc.; commissions of commodity futures
traders; and services related to asset management, administra-
tion of stock and other financial market exchanges, etc. Ser-
vice charges on purchases of IMF resourees are included
among an economy's financial services payments, as arc
charges (similar to a cornmitment fee) associated with un-
drawn balances under stand-by or extended amangements
with the IMF. In addition to the above explicit commissions
and fees, there are financial intermediation services indirectly
measured (FISIM), reflecting services that are not explicitly
charged but whose values are estimated from the difference
between the property incomes received by financial interme-
diaries from the investment of borrowed funds, and the inter-
est they themselves pay on such funds (see chapter VI). FISIM
-"y, or may not be allocated between different users of these
services, including non-residents as well as residents, depend-
ing upon country practices. The way in which imports and ex-
ports of FISIM may be treated in the accounts when these
services are actually allocated among different users is ex-
plained in annex III at the end of this manual.
2. The external account for primary
incomes and current transfers
14.l16. As noted in paragraph 14.86 above, on the resources side, this
account covers as receivables by the rest of the world (pay-
ables by the total economy), and on the uses side payables by
the rest of the world (receivables by the total economy): (a)
compensation of employees; (b) property income (including
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rcinvested earnings on forcign direct investment); (c) taxes
minus subsidies on production and imports; (d) curent taxes
on income, wealth, etc.; (e) social contributions and benefits;
and (0 other current transfers. Iüerns (a) through (c) make up
the ext,ernal component of the primary distribution of income
account, while items (d) through (0 (all current hansfers),
make up the external component of the secondary distribution
of income account. Excluded from primary incomes at€ t€-
ceipts derived from the rcnting of tangible and intangible as-
sb, which are classified as rcntals, urder services. Financial
leasing anangements arc taken as evidenoe that a de facto
change of ownership has occurred, üd part of the leasc pay-
ments is constnaed as interest on a financial asset.
Compensation of employees
l4.ll7. A full discnssion of compensation of employees appears in
chapter VII. In the external account of primary incomes and
current transfers, compensation of employees comprises
wages, salaries, and other remuneration, in cash or in kind,
earned by individuals in an economy other than the one in
which they are resident for work perfiormed for (and paid by)
a resident of that @onomy. Included are contributions paid by
employers on behalf of employees to Social Security schemes
or to private insurance schemes or pension funds-including
imputed contributions to unfunded pension schemes-to se-
cure benefits for employees. Employees in this context in-
clude seasonal or other short-term workers (less than one year)
and border workers (with a centre of economic interest in their
own economies). In the case of local (host country) staffof em-
bassies, consulates, bases, etc., because these are extraterrito-
rial enclaves, the compensation received by local staff is that
of a resident from a non-resident.
14.118. Compensation paid to employees by international organiza-
tions (also extraterritorial enclaves) rcpresent payments to res-
idents from a non-resident, (a) if the employees are residents
of the economy of location, or O) if the employees are from
other economies but are employed for one year or more and
thus are treated as residents of the economy of location. In the
case of employees from other economies who are employed
for less than one y@f, there is no payment to a resident in-
volved. (For the treatment of technical assistance personnel
working on assignments of one year or more, see paragraph
14.18 above.)
14.119. Personal expenditures by non-resident workers in the econ-
omy where employed, incl ud in g those on instal lation projects,
are to be recorded under direct purchases in the domestic mar-
ket by non-residents, and taxes paid, contributions to social in-
surance schemes, etc., in that economy are to be recorded as
current transfer payments. Gross' recording of compensation
and expenditures is recommended, although, this may not al-
ways be possible in practice.
l4.l20. The distinction between those individuals whose earnings are
to be classified as "compensation of employees" (persons who
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are not residents of the economy where th"y wor$ and mi-
grants (persons who have become residents of that economy
by virtue of being expected to live therc for a year or more) is
often hard to draw in practice. The transactions of the compil-
ing oconomy with the rest of the world as the result of an
individual's activities will be in balance whether that individ-
rlal is regarded as a resident or a non-resident. An effort should
nonetheless be made to observe the distinction between for-
eigr workers and migrants if possible, as lackof uniformity in
the statistical treatment of the same individuals by the two
compiling economies concerned can create problems of com-
parability between the external transactions accounts or bal-
ance of payments statements for those economies.
Taxes minus subsidies on production and imports
l4.l2l. A discussion of the various types of taxes on production and
imports and subsidies appears in chapter VII, including linlcs
with the IMF and the Organisation for Economic Co-opera-
tion and Development (OECD) tax classifications and rcfer-
ences to taxes and subsidies resulting from multiple exchange
rates. (A more detailed discussion of the latter, together with
the guidelines for conversion, appears in section C.3. of this
chapter.)
Property income
14.122. Pnoperty income covers income derived from a resident
entity's ownership of foreign financial assets. The most eom-
mon types of such income are interest and dividends. (hop-
erty income is fully discussed in chapter VII.) Interest,
including discounts in lieu of interest, comprises income on
loans and debt securities, i.e. , such financial claims as bank de-
posits, bills, bonds, notes, and trade advances. Net interest
flows arising from interest rate swaps are also included. Divi-
dends, including stock dividends, are the distribution of earn-
ings in respect of the shares and other forms of participation in
the equity of public and private corporations.
14.123. Among other types of property income arc the earnings of
branches and other unincorporated direct foreign investment
enterprises (see paragraphs 14.152 to 14.154 below), and the
direct investor's portion of the earnings of incorporated direct
foreign investment enterprises that are not formally distrib-
uted, i.e., earnings other than dividends or withdrawals from
income of quasi-corporations. The part of those rpinvested
earnings that is attributed to the direct investor is proportionate
to his participation in the equity of the enterprise. AtrothertyPe
of property income is that attributed to insurance policyhold-
ers, as described in chapter VII, paragraphs 7.126 and 7 .127.
Current ransfers
14.124. Three main types of current transfers are distinguishd in the
external account of primary incomes and current ttansfers, as
in the secondary distribution of income account: (a) curcnt
taxes on income and wealth, etc.; O) social contributions and
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benefits; and (c) other current transfers. (A full discussion of
these transfers appears in chapter VIIL) It is sufficient to note
here that many of the taxes included in (a) above are payable
rcgularly every tax period (as distinct from capital taxes levied
inftequently), while othens include taxes on international
transactions such as on forcign exchange ptrchases or sales,
havel, etc.; that (b) consists of currcnt transfers in the form of
contributions made under social insurance schemes organized
by government units (Social Security schemes) orby public or
privatc employers, and of transfers in the form of social bene-
fits, c.8., pensions; and that (c) consists of various other cur-
E. External accumulation accounts
14.125. There are two pairs of external accumulation accorurts: fnst,
the capital account and the financial account, which together
comprise the "capital and financial account" of the balance of
Payments as set forth in the Bahnce of Payntents Maruta\ and
secondly, the other changes in assets accounts, comprising
two tyPes of changes in assets, liabilities, and net worth (the
other changes in assets accounts are covered in detail for the
System as a whole in chapter XII) between opening and clos-
ing balance sheets that do not reflect transactions as recorded
in the capital account and financial account. The first type, re-
flected in the other changes in volume of assets account,
covers changes that result from factors which change the
volume of assets held abroad by residents, e.g., uncompen-
sated seizures, recognition by 
" 
creditor that a loan to a non-
resident is not collectible, etc. The second type, reflected in
the revaluation account, covers holding gains and losses on
foreign financial assets resulting frorn changes in prices
and exchange rates.
l. Gapital account
14.126. The capital account covers, on the changes in liabilities side,
capital transfers receivable and payable, and on the change in
assets side, acquisitions less disposals of non-produced, non-
financial assets, between non-residents (the rest of the world)
and residents (the total economy). Acquisitions and disposals
of producers' durables such as machinery and equipment,
whether new or used, are recorded under imports and exports
of goods. Thus, there are no entries in the external capital ac-
count corresponding to the acquisitions and disposals of fixed
assets recorded in the capital accounts of resident units or sec-
tors. Capital transfers are discussed fully in chapter X. It is suf-
ficient to note here that such transfers may be in kind or in
cash, The former consists of the transfer of ownership of a tan-
gible or intangible fixed asset, or the cancellation of a financial
claim by mutual agreement between a creditor and a debtor
(debt forgiveness); the latter requires (or expects) the recipient
to use the cash transferred for the acquisition of an asset or as-
sets. Thus, the essential characteristic of a capital transfer is
that it involves the disposal or acquisition of assets by one or
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rent hansfers between general govemment and foreign gov-
ernrnents, etc. Before the currcnt extrernal hlance can be cal-
culatcd, an adjustnent iüem for the change in net equity of
households in pension firnds must be recorded (see chapterlX,
paragraphs 9.14 to 9. 16). The adjustment reflects the net result
of both the change in net equity held by resident houscholds
in non+psident pension frmds (liability of the rcst of the world)
on the us€{r side, and the change in net equity held by non-res-
ident households in resident pension funds (financial asset of
the rest of the world) on the rpsourccs ide.
both of the parties to the hansaction and that it results in
changes in net worth of one or both parties. In the System, a
transfer should be classified as a capital transfer by both par-
ties even if it involves the acquisition or disposal of an asset,
or assets, by only one of the parties. (The time of recording and
valuation aspects of capital transfers, along with a description
of specific examples, such as capital üaxes, investment gmnts,
debt forgiveness, etc., appear in chapter X.)
14.12'1. Acquisitions less disposals of non-produced, non-financial
assets apPear on the changes in assets side of the account, rc-
cording changes in the value of these assets resulting from
transactions of non-residents with residents. The acquisitions
less disposals recorded in the capital account comprise the
total value of such assets acquired by the rest of the world dur-
ing the accounting period less the total value of such assets dis-
posed of. In the external capital account, this item does not
cover land in a given economic territory because, by conven-
tion, all ownens or purchasers of land must be resident institu-
tional units. If a non-resident owns or purchases land, a
notional resident unit is created and deemed to own the land,
and the non-resident is deemed to have acquircd a financial
claim on the notional resident unit. Thus, all transactions in
land within a given economic territory are deemed to occurbe-
tween resident units. However, there may be unconrmon cases
in which land shifts from one economic territory to another,
o.8., the purchase of land by r foreign embassy. That land then
is located in the economic territory of the country of that em-
bassy, and is no longer part of the economic territory of the
country of location. The same holds true in the case of a for-
eign embassy selling land. In these instances, a transaction in
land between residents and non-residents is to be recorded. In
addition, acquisitions less disposals of intangible non-finan-
cial assets are recorded here, including patented entities,
leases or other transferable contracts and purchased goodwill
(see chapter X for discussion and definitions).
2. Changes in net worth and net lending or borrowing
14.128. The total of the right-hand side of the capital account rcflects
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the changes in net worth (of the rest of the world) due to the
current external balance and capital transfers. It represents the
positive or negative rlesouroes available for the accumulation
of assets by the rest of the world vis<i-vrs the economy. When
combined with acquisitions less disposals of non-produced
non-financial assets on the left side, the result is a balancing
item labelled net lending (if a surplus) or net borrowing (if a
deficit) of the rest of the world.
3. Financial account
14.129. The financial account is the second account in the external ac-
cumulation ac@unts, following the capital account in the ac-
counting structure. It records all transactions in financial
assets between the rest of the world and residcnt units. On thc
asset side of the account, acquisitions less dispcals of finan-
cial assets by non-residents from residcnts are recordod; on thc
liability side, incurrence of liabilities less repayments by non-
residents to residents are recorded. The balancing item of the
financial account, net lending/net borrowing, i.e., net acquisi-
tion of financial assets minus net incurrence of liabilities, is
equal to the balancing item in the capital account (for a full dis-
cussion of the financial account in the System, see chapter XI).
14.130. All external transactions, with the exception of transfers in
kind, involve an entry in the financial account, whether they
arc cunent account transactions or are associated only with an
exchange of financial assets or the creation of assets and off-
setting liabilities. All these transactions involve a legal or ef-
fective change of ownership.
Financial assets
14.131. Although an extensive discussion of financial assets appears
in chapter XI, and is fully applicable to the external financial
account, those items of particular importance to the external
account will be elaborated upon here. In particular it is appro-
priate to note that although monetary gold and IMF SDRs are
included among foreign financial assets, they have no soun-
terpart liabilities in that they do not represent claims on other
units. Also, for corporate equity shares, the liability does not
represent a fixed redemption value. In addition, for certain fi-
nancial derivativs, such as options, liabilities are attributed
by convention to the issuer.
14.132. ln the determination of which financial assets constitute
claims on or liabilities to non-residents, the creditor and debtor
(or transactors) must be residents of different economies. The
unit in which the claim or liability is denominated-whether
the national currency, t foreign curency, or a unit like the
SDR-is not relevant. Furthennorc, assets must rcpresent ac-
tual claims that arc legally in existence. The authorization,
commitment, or extension of an unutilized line of credit or the
incurrence of a contingent obligation does not establish such
a claim, and the pledging or setting aside of an asset (as in a
sinking fund) does not settle a claim or alter the ownership of
the asset. Although contingent assets and liabilities are ex-
338
cluded ftom financial iüems, as notcd above, options and rc-
latcd dcrivativc ar? includcd among financial asscts and
Eansactions whcn they are hadable and have a curtent markd
value (sce chapter Xf).
14.133. By convention, the ownership of some non-financial assetrs is
transformed into the ownership of financial assets, i.e., claims.
Thrcc specific cases may be notcd:
(a) Immovable assets, such as land and sEucturcs (except
when the land and structures are owned by forcign gov-
emment entities and thus ate not part of thc economic
territory), are construed as always being owned by resi-
dents of the qconomic territory where th"y arc located.
Whcn the owner of such assctrs is a non-resident, thef,E-
fore, that entily is considcred to havo a financial claim
on a resident entity that is construcd as being thc owner;
(b) An unincorporated enterprise that operates in adiffercnt
economy from the one in which its ownerresides is con-
sidered to be a separate entity; that entity is a resident of
the economy where it operates rather than of the econ-
omy of its owner. All assets, non-finaneial as well as fi-
nancial, attributed to such an enterprise at€ to be
regarded as foreign financial assets for the owner of the
enterprise;
(c) Any goods transferred under a financial leasing anange-
ment arc presumed to have changed ownership. firis
change in ownership is financed by a financial claim,
i.e., an asset of the lessorand a liability of the less@. fire
financial asset should be classified as a loan.
Selected transactions in financial assets
14.134. Transactions in mon etury gold between residentsandnon-res-
idents, i.e., transactions between the authorities and their
counterparts in other economies, or with international mone-
tary organizations, are recorded on the left (changes in assetrs)
side of the financial account. A purchase by the rest of the
world is recorded as a positive entry, a sale by the rest of the
world as a negative entry. (Transactions in non-monetary gold
between residents and non-residents arc rpcorded as exports
or imports of goods.) Monetary gold, like SDRS, (se para-
graph 14. 135 below), is an asset for which there is no outstand-
ing financial liability.
14.135. Transactions in SDRs, international r€senfe assets created by
the IMF to supplement other rcsewe assetrs of official holders,
also are recorded on the left (changes in assets) side of the fi-
nancial account. Changes in the authorities'holdings of SDRs
can arise through: (a) transactions involving SDR payments to
ortpceipts from the IMF, other participants in the SDRdepart-
ment of the IMF, or other lMFdesignated hol&rs, tr (b) allo-
cation or canceltation. Transactions such as thosc enumqatcd
under (a) above ane included in the financial account, while al-
locations/canceltations are not entered in the financial account
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but rather arc includd in the other changes in volume of assets
account.
14.136. Trade credig are a sub-item of *other accounts receiv-
able/payable" and reflect hade credit for goods and scrvices
extended directly (not loans to finance hade c.redit, which arc
classified under'loans") and advances for work-in-progess.
Such credits ftom suppliers may be measured by the differ-
ence between the entries for thc underlying goods and scrviccs
recorded as of the date of change of ownership and the entries
for payments related to these transactions.
14.137. Usc of IMF crcdit and loans from the IMF is a component of
*loans', ard comprises the compiling country's drawings on
the Fund (except from the'reserve tranche-, i.e., a rpserye de-
posit in the Fwrd). Included arc purchescs and borrowingt
understand-by, extendcd and various structural adjustnent ar-
rangements, togetherwith Tnrst Fund loans. Areduction in the
Fund's holdings of the compiling country's currency that are
in excess of the country's quota in the Fund minus its reserve
tranche position reflects a repayment of the use of Fund credit.
Claims on the IMF that ane a component of international re-
serves and that are not evidenc"d by loans arc to be recorded
under "other deposits".
14.138. Direct foreign investment-related transactions in financial as-
sets and liabilities, for both inward and outward investment,
are to be recorded under the appropriate classifications, i.e.,
equity capital under "shares and other equity", loans and other
intercomPany transactions under "other accounts receiv-
able/payable". The above transactions also are to be recorded
separately as a memorandum item.
14.139. Reinvested earnings of direct foreign investment enterprises
(see paragraph 14.152 below for definition of the latter),
wholly or partly owned by non-residents (unincorporated
branches, subsidiaries and, when so decided, associates as de-
fined) are recorded in the external account of primary incomes
and current transfers as pfoperty income paid to the parent or
direct investor, and in the financial account as reinvested in the
enterprise, thus adding to the net equity of that enterprise.
4. Other changer in assets accounts
14.140. This pair of accounts was described in paragraph 14.125
above. The following paragraphs refer to the two individ-
ual accounts covered.
0ther changes in volume 0f assets account
14.141. The left side of the account records those changes in assets of
the rest of the world, the right side those changes in liabilities
that are not due transactions between residents and non-resi-
dents as recorded in the preceding external account. One type
of entry on the left side relates to non-financial assets. There
may be instances of uncompensated seizures, 
€.g., for intangi-
ble non-financial assets, the seizure of patents, software, or
other originals owned by non-residents. For tangible assets,
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thcrc may be uncompensatcd scizures associatcd with temito-
rial annexatiorn. For financial assetrs, there may be entries for,
a variety of uncompensated scizurcs, other volume changes iit'
financial asscts and liabilitiqs n.e.c. (e.g., writing off bad
debts), and for changes in classification and stnrcturc. Apos-
sible example of the latter might be changes t€sulting ftom the
melger of a non-residcnt corporation, in which a resi&nt owns
shares and on which hc has claims (loans), with another Doll-
resi&nt corporation, i.e., the residcnt rcccives shares in thc
new corporetion equal to the shares in, phn loans to, the orig-
inal corporation. On the right sidc of thc accountrs (changes in
liabilities), there are enhies for uncompensatcd sciares, for
other volume changes in financial assets and liabilities n.e.c.
(c.9., the counterprt to the writing offof bad debt by the crd-
itor on the left si&), and for changes in classification and
structutc (see example above).
14.142. The above-noted types of changes in the volume of assets as
shown on the left side (changes in assets of the rest of the
world) and right side (changes in liabilities of the rest of the
world) of the account, result in the balancing item *changes in
net worth due to other changes in volume of assets-.
Revaluation account
14.143. The revaluation account, for the System as a whole, is de-
scribed in chapter XII. It is sufficient herc to summarize the
aspects of the account that pertain particularly to external fi-
nancial assets and liabilities. While the revaluation account in
the System rerords the holding gains/losses accruing to the
owneß of financial and non-financial assets and liabilities
during the accounting period involved, the external revalua-
tion account applies only to financial assets and liabilities.
14.144. The account first shows nominal holding gains/losses, with a
subsequent breakdown into two components-neutral hold-
ing gains/losses and real holding gains/losses. (The term *cap-
ital gains" is sometimes used elsewherc, rather than holding
gains, but the latter is used in the System.) The nominal hold-
ing gai{loss is that value accruing to the non-resident credi-
tors and debtors as a result of a change in their
assets'/liabilities' monetary value, during the time that they
are held, from the beginning to the end of the accounting pe-
riod. The change in the monetary value of the asset may reflect
a change in its price (in nationat currency) and/or a change in
the relevant exchange rate. As to the latter, the value of the
nominal holding gains accruing from a period may be calcu-
lated by the difference between the opening and closing bal-
ance sheet values minus the value of transactions or other
volume changes for the period. For this calculation, transac-
tions in foreign assets are to be converted into national cur-
rency using the exchange rate prevailing at the time of
transaction, i.e., the midpoint between buying and selling
rates, while the opening and closing balance sheet values arc
to be converted using the exchange rates prcvailing at the re-
spective dates the balance sheets are drawn up.
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14.145. The neutral holding gain component is defined as the value of
the holding gain that would b" rquired to maintain the pur-
chasing powerof the asset-expressed in national currency-
over the time perid involved, i.e., the holding gain needed to
keep pace with the overall change in the general pricc level.
The real holding gair/loss component is that value-ex-
pressed in national currency-of the asset resulting from the
difference between the nominal and the neutral gainfloss. The
real holding gains (losses) of creditors in one economy may
not be equal to the real holding losses (gains) of debtors in an-
other economy, in regard to the same asset, if the rate of change
in the general price level in the two economies differs.
14.146. The balancing item in the external revaluation account is
F. Relationship between tho cunent extornal transactions and
accumulation accounts and ths balance of payments accounts
14.147. Although a detailed reconciliation between the balance of
payments accounts as reflected in the Balance of Payntents
Manual and the external transactions and accumulation ac-
counts in the System is presented in annex III at the end of this
manual, a brief summary of the relationship between the two
is appropriate at this point. First, it should be noted that the in-
tegration of the balance of payments accounts with the System
is rcinforc"d by the fact that in almost all countries, balance of
payments data are compiled first, and subsequently incorpo-
rated into the national accounts. There is virtually complete
concordance between balance of payments concepts as delin-
eated in the Balance of Paynrcnts Manual and in the System's
rcst of the world account in respect of definitions of residence,
valuation and time of recording of transactions, currency con-
version procedures, coverage of international transactions in
goods, services, primary incomes, and current transfers, cov-
erage of capital transfers and coverage of transactions in ex-
ternal financial assets and liabilities.
14.148. In the balance of payments accounts, the current account con-
tains the flows reflected in the External Account of Goods and
Services plus the external account of primary incomes and
current transfers in the System. The capital account in the bal-
anceof payments is identical with that account in the System's
external accumulation accounts, and the financial account in
both systems essentially has the same coverage (see para-
graphs 14.l26to 14.133 above). There are differences only in
the degree of detail (reflected in annex III of this manual), in
the treatment of one specific item, and in the classification of
financial items.
14.149. As to the specific item mentioned above, financial intermedi-
ation services indirectly measured (FISIM) is included in the
external account of goods and services, reflecting services that
arc not explicitly charged, but is not shown under imports and
exports of services in the balance of payments accounts. How-
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*changes in net worth due to nominal holding gainsfosses-,
rcprescnting the difference between the sum of holding
gainsfiosscs on the financial assets owned by non-rcsidents
and the sum of holding gainsfosses on their liabilities. (A
holding gain (loss) may reflect a pcitive (negative) revalua-
tion of an asset or a negative (positive) revaluation of a liabil-
ity.) The balancing item is suMivided into two components,
neutral holding gains/losses, rcflecting changes in net worth
due to changes in the general price level, and real holding
gain{osscs due to changes in rclative prices (including the ef-
fects of exchange rate changes on convercions into national
currency).
ever, it is included indistinguishably under *investment in-
come, interest" in those accounts.
14.150. As to the classification of financial items, whereas in the Sys-
tem the primary basis for classification of financial assets is by
type of instrument, as reflected in the seven major categories,
in the balance of payments accounts the primary basis forclas-
sification is by function, i.e., direct (foreign) investment, port-
folio investment, other capital and reserve assets. Within those
functional areas, the next level of breakdown is by type of in-
strument, that breakdown encompassing the seven major cat-
egories of transactions in financial assets and liabilities
classified in the System. However, "securities other than
shares" in the System is suMivided in the balance of payments
accounts into bonds and notes, money-market instruments
and financial derivatives. Also, the two components of insur-
ance technical reserves in the System-net equity of house-
holds in life insurance reserves and pension funds, and
prcpayments of premiums and reserves against outstanding
claims-are included indistinguishably in the balance of pay-
ments accounts under "other investment", other assets.
14.15l. "Direct forcign investment" appears as a memorandum item
in the classification of transactions in financial assets and lia-
bilities in chapter XI. However, as noted above, direct invest-
ment is a major functional category in the balance of paymenüs
accounts, as is "portfolio investment". The Bahnce of Pay-
ntents Manual concept of direct investment (consistent with
that of the OECD Detailed Benchnrcrk Definition of Foreign
Direct Investment, second edition), rcflects the objective of a
resident institutional unit (direct investor) obtaining a lasting
interest in an enterprise in another economy, together with a
significant influence as evidenced by an effective voice in
management of the (direct investment) enterprise.
14.152. Adirect investment enterprise is defined as an incorporated or
unincorporated enterprise in which an investor resident in an-
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other cconomy owtur l0 per cent or more of the ordinary strares
or voting power (for an incorporated enterprise) or the equiv-
alent (for an unincorporatcd enterprisc). Dir@t inveshnent en-
terprises comprise those entities that are idcntified as
subsidiaries (investor owns morc than 50 percent), associates
(investor owns 50 per cent or less) and branches (wholly or
jointly owned unincorporated enterprises), either directly or
indirectly owned by the investor. Foreign-contrrollcd enter-
prises in the System include direct investment subsidiaries and
branches, but associaües may be included or excluded by indi-
vidual counhies according to their qualitative assessment of
forcign conbol (most direct investnent enüerprises, in fact, Gi-
ther are branches or at€ subsidiaries that are wholly or major-
ity-owned by non-residents or in which a clearmajority of the
voting stock is held by a single direct investor or group). It
warrantsnoting that in some instances, apublic enterpriscmay
be a direct investment enterprise, but not a forcign-conholled
enterprise.
14.153. The benefits that direct investors expect to derive from their
voice in management are different from those anticipated by
portfolio investors having no significant influence over the
operations of the enterprises. From the viewpoint of the direct
investors, enterprises often represent units in a multinational
opera'tion, the overall profitability of which depends on the ad-
vantages to be gained by deploying the various resources
available to the investors in units located in different econo-
mies. Direct investors are thereby in a position to derive ben-
efits in addition to the property income that may accrue on the
capital that they invest, e.g., the opportunity to earn manage-
ment fees or other sorts of income. Such extra benefits are
likely to be derived from the investors'association with the en-
G. External assets and liabilities account
14.156. This account completes the sequence of the external accounts,
refleöting the level and composition of the stockof external fi-
nancial assets and liabilities of the economy that result from
the external transactions accounts and accumulation accounts.
In contrast to the balance sheets of resident institutional units
and sectors which include non-financial assets, the external
assets and liabilities account consists entirely of financial as-
sets and liabilities. The opening and closing balance sheets are
equivalent to the international investment position, as deline-
ated in the Balance of Paynrents Manual,2 at the raspective
dates, while the changes in the balance sheet are equivalent to
changes in the position. It warrants noting that the external as-
sets and liabilities account should include, on the asset side,
the cumulative net result of all transactions in monetary gold
(saleslpurchases) and SDRs. Also, it should be noted that the
net result, or figures on the asset side (point of view of the rest
of the world) may be negative if the balance of accumulated
transactions reflects net sales by the rest of the world. An
economy's net claims on the rest of the world, or net interna-
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terprises over a considerable period of time. ln conhast, port-
folio investots are primarily concerned about the safcty of
theircapital, the likelihood of an appreiation in itrs value, üld
the return that it generatcs. They will evaluatc the proepectrs
scparately with respect to each in&pendent unit in which ttrey
might invest and may often shift their capital with changes in
thesc prospects, which may be affect"d by short-rctm dcvel-
opments in financial markcts"
14.154. fire System's concept of foreign-conholled rei&nt cüpora-
tions is linlcodtothehlanceof payments conccpt ofdirect for-
eign invesünent enterprises in that the former is a component
of the latrcr (see paragraph 14.152 above for definitions).
While the primary distinguishing feature of direct investment
in the balance of payments is significant influence oreffective
voie in management, the feattre forforeign-conholled entetr-
prises in the System is contnol.
14.155. The functional category "t€serve assets" in the balance of pay-
ments accounts is an important analytical element in that sys-
tem, as noted in the Bahnce of Payments Manual,although it
has no counterpart as such in the System. R*erye assetrs con-
sist of those external assets that are readily available to, and
controlled by, the authorities for direct financing of payments
imbalances and for indirect regulation of the magnitude of
such imbalances through various actions (e.g., exchange mar-
ket intervention). Transactions in the components of rcserve
assets-monetary gold, SDRs, reserye position in the IMF,
foreign exchange assets (currcncy, deposits, and securities)
and other cla ims- are indistinguishably included under trans-
actions in those financial assets in the System.
tional investment position, when summed with theeconomy's
stock of non-financial assets, comprise the total economy's
net worth.
l. Structurs of the account
14.157. The financial assets and liabilities included in the account are
the same as those in the financial account. The values of the
financial assets and liabilities in the balance sheet are as of a
particular point in time. The System requires balance sheets to
be drawn up at both the beginning and end of the accounting
period, which usually covers one year, and requires a full ac-
counting of the changes in value of the financial assets and li-
abilities between the opening and closing balance sheets.
Those changes in value may be due to transactions, to changes
in the volume of assets and/or to nominal holding gains and
losses, as previously discussed. The net result of the changes
in value is changes in net worth, i.e., changes in assets less
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changes in liabilities, which is rcflected in the net worth bal-
ancing item in the closing balance sheet.
2. Valuation
14.158. In principle, all external financial assets and liabilities should
be recorded at their currcnt market values at the time to which
the balance sheet rclates. Market values may have to be esti-
mated or appnoximated, in some instances.3 The basis of val-
uation of financial assets/liabilities in the balance sheet is
covered in detail in paragraphs 14.48 to l4.S2above in section
C.l of this chapter and in chapter XIII. It wanants repetition
here that assets and liabilities denominated in foreign curen-
cies arc to be converted into national currency at the market
exchange rate prcvailing at the date for which the balance
sheet is drawn up, using the midpoint between the buying and
selling spot rate. Conversion under a multiple rate system is
discussed in section C.3 in this chapter.
3. Direct foreign inyestment
14.159. Financial assets and liabilities that are associated with direct
foreign investment-both outward and inward-are to be re-
corded under the appropriate financial assets listed in the clas-
sification, i.e., shares and other equity (including reinvested
earnings), loans, and other accounts receivable and payable.
These direct investment-related entries arc also to be recorded
separately 
"r 
a memorandum item.
Notes
I This item is "travel" in the Bahnce of Payments Manual.
2lt should be noted that the international investment position
(as are the balance of payments accounts) is presented from
the point of view of the total economy (residents), while the
external assets and liabilities account in the System is pre-
sented from the point of view of the rest of the world (non-res-
idents). As a result, credit and debit entries in the investment
position are reversed in the external assets and liabilities ac-
count.
3 For example, for quasi-corporations such as direct investment
u2
4. Erternal dobt rnd the behncc rhcet
14.160. The net financial claims of an economy on the rest of the
world, i.e., external financial assets less financial liabili-
ties, often are the basis for characterizing an economy as a
*net creditor" or *net debtor". Such a label is not accurate
as a depiction of the net external position of the economy.
Rather, it is more relevant to view only the non-equity com-
ponents of the external balance sheet as debt, i.e., all re-
corded liabilities other than shares and other equity. firis
view is in general concordance with the 'core" definition
of external debta in External Debt: Definition, Statistical
Coverage, and Methodology (1988), a joint study by the
IMR World Bank, OECD, and the Bank for International
Settlements.
14.16l. Particularly for countries experiencing external debt prob-
lems, identifying debtor and creditor sectors for the rest of the
world and counterpart domestic sectors is of analytical im-
portance. The three-dimensional tables provided in the Sys-
tem show the links between debtor and creditor sectors,
such as foreign sources of financing, etc., and can be sup-
plemented or rearanged to identify such items as debt re-
organization, arears of interest and amortization, etc. In
this respect, the Balance of Paynrents Manual covers spe-
cific recording procedures for the above and other'exeep-
tional financing" entries in the international accounts.
branches, the market value of proprietor's net equity is ap-
proximated as the market value of the enterprises' assets
minus the market value of any liabilities to third parties (in-
cluding the value of shares held by portfolio investors), and
non-equity liabil ities to shareholders.
4 "Gross external debt is the amount, at any given time, of dis-
bursed and outstanding contractual liabilities of residents of a
country to non-residents to repay principal, with orwithout in-
terest, or to pay interest, with or without principal".
Xlf. Supply and use tahles and inputoutput
A. Inputoutput in the System
f . Introduction
15.1. Ttp Sy$em inclufu an integrated set of zupply and use tables, or
mahie, as well as symmefric input-outprt tablcs, or maüices.
Th"y provide a detailed analysis ofthcprocess of poduction and
the use ofgoods and servic€s (products) and the income genenated
in that production. The concepts and definitions in the input-out-
put tables of the SNAare the same as in the rest of the System.
15.2. The integration of "input-output" in the overall system of na-
tional accounts is an important feature of the SNA. Its role in
the System is primarily related to the goods and services ac-
counts and to the shortened sequence of accounts for indus-
tries. In complement to the full sequence of accounts for
institutional sectots, which cover all kinds of accounts in the
system, the supply and use tables, and subsequently the sym-
metric tables, serve to provide a morc detailed basis for analys-
ing industries and products in the system through a
breakdown of the production account and the generation of in-
come account in the System, and the goods and services ac-
count leading to the symmetric input-output table.
"Symmetric" means there are the same classifications or units
(i.e., same groups of products) which arc used in both rows and
columns. In the supply and use table, when the number of rows
of products and columns of industries happens to be equal, we
shall refer to a square (not symmetric) supply and use table.
However, supply and use tables are most often rectangular
(having more products than industries).
15.3. The input-output tables and in particular the supply and use ta-
bles serve two purposes: statistical and analytical. They pro-
vide a framework for checking the consistency of statistics on
flows of goods and services obtained from quite different
kinds of statistical sources-industrial surveys, household ex-
penditure inquiries, investment surv€ys, foreign trade statis-
tics etc. The System, and the input-output tables in particular,
selves as a coordinating framework for economic statistics,
both conceptually for ensuring the consistency of the defini-
tions and classifications used and as an accounting framework
forensuring the numerical consistency of data drawn from dif-
ferent sources. The input-output framework is also appropri-
ate for calculating much of the economic data contained in the
national accounts and detecting weaknesses. This is particu-
larly important for the decomposition of values of flows of
goods and services into prices and volumes for the calculation
of an integrated set of pricc and volume measures. As an ana-
lytical tool, input-output data ar€ sonveniently integrated into
macrooconomic models in order to analysc the link between
final demand and industrial output levels. Input-output analy-
sis also serves a number of other analytical purposes or uses.
15.4. This chapter has three main parts or stages:
(a) Goods and services accounts'
(b) Supply and use tables;
(c) Analytical input-output tables.
15.5. A fundamental and extremely important role is played in the
System by the goods and services account. In fact, this is the
basis from which the supply and use balances are derived. It
shows for the economy as a whole and for groups of products
the total resources in terms of output and imports, and the uses
of goods and services in terms of intermediate consumption,
final consumption, gross capital formation and exports. By
then incorporating also the production and generation of in-
come accounts of the System, an overall accounting frame-
work is obtained for depicting the production sphere by the
construction of integrated supply and use tables.
15.6. The symmetric input-output tables are also part of the System,
serving as a well-established tool for various analytical pur-
poses related to production. Many analyses require adjust-
ments to the supply and use table, in particular with respect to
valuation, treatment of imported products and common clas-
sification for rows and columns.
15.7. While supply and use tables are data-oriented in nature, the
symmetric tables are always constructed from having made
certain analytical assumptions, usually from existing supply
and use tables. The System recommends that the statistical
supply and use tables should serve as the foundation from
which the analytical input-output tables are constructed. This
explains the importance given to the description of supply and
use tables in this chapter, while the more technical description
of constructing symmetric input-output tables will mainly be
shown in the planned Handbook on National Accounting:
Input-OutputTables,which is being prepared by the Statistical
Division of the United Nations Secretariat.
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2. Ths input-output contert
15.8. In national accounting and economic analysis two kinds of
input-output tables (or matrices) are rcferred to:
(a) Supply and use tables;
(b) Symmetricinput-outputtables.
15.9. The supply and use tables are sometimes referred to as rectan-
gular input-output tables, make and use tables, supply and dis-
position of commodities, etc. In the Systeo, we shall usc the
term supply and use tables. The symmetric input-output tables
are also often termed square (input-output) tables or matrices,
Irontief+yp" input-output tables (matrices), etc. The square
symmetrical tables ane either product-product or industry-in-
dustry (producer-producer). In this chapter we shall be rcfer-
ring to tables rather than matrices, sd to product-by-product
tables and industry-by-industry tables.
15.10. The concepts and definitions in the supply and use tables ane
the same as elsewhere in the System. This applias in particular
to transaction categories defined in a number of chapters.
Most of the contents of chapter VI have direct relevance to this
chapter. The same is true for the generation of income account
with uses of value added (chapter VII), chapter IX describing
final consumption expenditure and actual final consumption,
chapter X on gross capital formation, and chapter XIV on ex-
ports and imports flows.
15.11. The supply and use and input-output tables also adopt the ac-
counting rules of the System, i.e., the general rules of treat-
ment for transactions and transactors apply to the input-output
framework as part of the System. Chapter III contains a num-
ber of issues that become crucial in the input-output frame-
worlq in particular valuation, and which thereforc need further
elaboration.
15.12. Other issues of great importance to the input-output frame-
worh dealt with in other chapters as welt, include in particu-
lar:
(a) Statistical units (chapter V), in particularestablishments
grouped in industries sewe as a common basis for the
production accounts and the supply and use tables,
while using institutional units is not recornmended for
input-output compilation ;
(b) Principal, secondary and ancillary activities (chapter
V), the distinction between which plays a key role in the
compilation of the symmetric tables;
(c) Constant-price estimation (chapter XVI), for which an
entire set of price and volume measunes, including for
balancing items defined in the System (value added,
gross domestic product (GDP), might be derived by
using the supply and use tables as a framework;
(d) Chapter XX, in which the supply and use table is re-
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garded as onesocial accounting matrix (SAIvf) building-
block
(e) Employment measrrcs (chapter XVID, the use of
vhich is important to productivity studies.
3. Strtirticel unitr lor inputoutput
15.13. Institutional units may engage in several different kinds of
productive activities simultaneously. For the detailed analysis
of production, the System, thercfore, nscotnmends that th"y
should be partitioned into separaüe establishments eaeh of
which engages in only a single kind of productive activity at a
single location. Industries ar€ then defined as grcups ofatab
lishments engaged in the same kind of productive activities.
Idealln the industries in the System would be composed of es-
tablishments that are homogeneous production units.
15.14. A unit of homogeneous production is defined as a producer
unit in which only a single (non-ancillary) productive activity
is carried out. However, the unit of hemogeneousr production
is not normally observable and is more an abstract or concep-
tual unit underlying the symmetric (product-by-product)
input-output tables.
15.15. To be operational for statistics the establishment needs to be
sufficiently distinct as a production unit to supply meaningful
information. For the supply and use tables, the System needs
a unit which can be observed and for which data can be col-
tected. Furthermore, the choice of units is often dictated by the
units being carried forward from the basic statistics.
15.16. When an establishment engages in more than one kind of ac-
*HT:""-ffii:if:ä:ffi ffi ':ilffH',ff;Ii
principal and secondary activities on the one hand and ancil-
l"ty activitie.s on the other:(a) HHää'fi:::än:H"lT,T ;l:ilil:
tivity carried out within the same unit;(b) lffi':ffi,#:xil::ffi#y;#ffin'*'il;(c)*:Tjlffiil"'J:ää'triä'.Tl;läHHll;
the activities of an enterprise can be canied out.
15.17. The establishment unit used for the sequenoe of accounts for
indrctries may include principal as well as secondary produc-
tive activities within it, although secondary activitie should
be separated as far as practically possible. The further treat-
ment of secondary production is one of the cenhal issues met
in the construction of symmetric input-output tables.
15.18. Ancillary activities typically produce ouputs of services
which are used as inputs into almost all kinds of productive ac-
tivities, and their values are likely to be small compared with
that of the principal and secondary activities of the enterprise.
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Consequentln they are treated as integral parts of the principal
or secondary aetivities with which they arc asxpciated. In a
production account and input-output context, ancillary activ-
ities are treatcd as follows:
(a) Outputrs of ancillary activities are not explicitly recog-
nized and recorded in the System;
(b) Inputs into ancillary activities are treated as inputs into
the principal and secondary activities which th"y sup
port;
(c) Value added is not identified separately as it is com-
bined with that of the principal and secondary activi-
B. Disaggregation f goods and services account
l. Goods and services account
L5.2O. The goods and services account shows, both for groups of
products and for the total @onomy, how the total amount of a
product available (supply) is equal to the total amount used.
Before additional terms necessary for valuation are intro-
duced, the main items of this basic equation (balance) are as
follows:
Output + imports (: total resources)
== intermediate consumption + exports + final consump-
tion + gross capital formation (= total uses).
15.21. Goods and services are traced through the economy from their
original producers (either resident producers or producers
abroad) to their users (either resident usels or users abroad).
15.22. Compiling detailed flows is traditionally referred to as the
commodity-flow method, utilizing basic statistics on goods
and services (products) with the additional items required for
the proper valuation. The full power of the commodity-flow
method is reached when independent estimates could be made
forpach of the use items, i.e., when specific information estab-
lishes the basis of the distribution of the supply of products to
the various kinds of uses. Reconciliation of the supply and use
side of the equation is necessary. In some cases, the commod-
ity-flow method is necessarily less sophisticated, when one of
the uses (e.g., changes in inventories, gross fixed capital for-
mation or even final consumption) has to be derived residu-
ally, or the distribution to users-fully or partly-has to be
made in fixed proportions without enough dircct information
on or from users.
15.23. The product groups constitute the rows of the disaggregated
supply and use table. The product classification scheme rec-
ommended for classifying data on goods and services is the
Central Product Classification (CPC). It should be applied at
a detailed level; the more detailed, the cleaner the view (and
the less product mix). The CPC contains more than 1,800
products at its 5-digit level. For application in the national ac-
counts countries lacking the full benefit from the commodity-
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15.19. In addition, output of an industry may includemor€than asin-
gle Foduct when two or mot€ products are prcduced simulta-
neously by a single productive activity as 'joint @ucts"
(e.9., molasscs linlrcd to the production of sugar, natural gas
linkd to cnude oil). Joint poducts may be distinguished as thc
principal product Oy largest proportion) and the by-product
(or by-prcducts). In practice, by-products are often treated
in the same way as secondary products in the input-output
framework.
flow apprcach might use the intermediate 3-digit level of the
CPC, counting some 300 products. Furthermorc, in input-out-
put work it may be necessary to group products according to
the activity to which they rclate.
15.24. In order to keep the tables presented in the SNAwithin a man-
ageable format, the breakdown of product groups as they ap
pear in the supply and use table mainly rcfers to the l-digit
CPC classification. Of coutse, these aggregated product
groups are illustrative only.
2. Valuation and eppropriate treatment
of tarer and marginr
Valuation concepts and their interrelationships
15.25. Before moving into the format of the supply and use table, the
basic valuation concepts of the System and their interrclation-
ships need to be spelt out.
15.26. The components of the price paid by the purchaserofa product
that are recognized in the System are the following:
Basic price of the product as output
Thxes on the product
Irss subsidies on the product
Trade and transport margins in delivering the product to
the purchaser.
15.21 . Some of these four components could be suMivided, for ex-
ample to treat trade and transport margins in a more decom-
posed wä/, including to split the margins into separate
wholesale and retail components, orto specify the value added
tax (VAT) as a separate component. However, the input-output
framework of the System needs as a minimum the specifica-
tion of the four components. TWo clarifications should be
made:
(a) Trade and transport margins also bear taxes less sub-
sidies on the product linked to the trade and transport
margins;
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(ä) Trade and transport margins are also scn ices which
have a basic price.
15.28. The three central price concepts of the System-the
purchaser's price, the producer's price and the basic price-
have been defined in chapter VI, but are rcpeated here for the
sake of convenience in the development of the chapter:
(a) The purchaser's price is the amount fid by thc pur-
chaser, excluding any deductible VAf orsimilardeduct-
ible täx, in order to takc delivery of a unit of a good or
service at the time and place rcquircd by thc
The purchaser's price of a good includcs any hanspqt
charges paid separaüely by the purchascr to trkc dcli"ery
at the required time and place;
(b) The producer's price is the amount reccivable by thc
producer from the purchaser for a unit of a good or ser-
vice produced as output minus any VAT, or similar de-
ductible täX, invoiced to the purchaser. It excludes any
transport charges invoiced separately by the producer;
(c) The basic price is the amount receivable by the producer
from the purchaser for a unit of a good or scrvice pro-
duced as output minus any tax payable, and plus any
subsidy receivable, on that unit as a consequence of its
production or sale. It excludes any transport charges in-
voiced separately by the producer.
15.29. There are definitional relationships between these three price
concepts which have a central role in the input-output frame-
work:
(a) Purchaser's price (which includes nondeductible
VAT)-trade and transport margins (including taxes
other than invoiced VAT less subsidies on pnoduct pay-
able/receivable by wholesalers and rctailen)-nonde-
ductible VAT-type taxes = producer's price (which
excludes non -deduct ible VAT) ;
(b) hoducer's price-taxes (other than VAD less subsidies
:i::foi,lJ"table/receivablebvtheirproducerc
15.30. Higher price after storage might be due to additional output
volume during storage (e.g., improvement in quality) or to
holding gains (for further discussion, see chapter VI).
15.31. Producers' and purchasers' prices must in general-apart
from any nondeductible VAT-coincide for services, as ser-
vices arc supplied dircctly from the produoer to the uscr. If, in
fact, retailers exist in the services'area flike travel agencies in
tourism), the price equality still holds, since the System by
convention treats these retailers as producing services other
than trade services. When goods are purchased directly fiom
their original producers, the two prices will also tend to coin-
cide in many cases, but therc could be cases of transport mar-
gins as well. At any rate, the distinction between the
purchaser's price and the producer's price is mainly rclevant
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for goods which pass through the chains of wholesale and rp-
tail distribution.
Valuation of product flows
15.32. Chapter VI includes a comprehensive desctiption of the valu-
ation and the measuement of output, so it is sufficient hcre to
refer to the main points that arc very important in the input-
output framework fire System rocognizes two kinds of prices
foroutput, both d€fined to exclude any VAf orsimilardeduct-
ible tax invoiced on the output sold:
Basic prices
Producers' prices.
15.33. The preferred method of valuation is at basic prices.
Prroducers'prices may be uscd when valuation at basic prices
is not feasible. The prefercnce for basic prices over prcducrs'
prices is based on several considerations, of which the follow-
ing may be emphasized:
(a) Basic prices provlde the most homogeneous valuation
along the rows;
(b) Basic prices arc fourd most useful when a system of
VAf or similar deductible tax is in operation;
(c) Basic prices record the amounts available to the pro-
ducer.
15.34. Uses of goods and services-both intermediate consumption
and final uses-are recorded at purchasers'prices (i.e., includ-
ing the margins and taxes less subsidies on products except dc-
ductible taxes).
15.35. For exports and imports, the System adopts analogous price
concepts: the free on board (f.o.b.) priöe for exports and total
imports and the cost, insurance and freight (c.i.f.) pricc fo'rde-
tailed imports. The difference between the f.o.b. price and the
c.i.f. price rcpresents the costs of transportation and insurance
between the frontier of the exporting country and the ftontier
of the importing country. The definition of the c.i.f. price is as
follows:
The c.i.f. price is the price of a good delivered at
the frontier of the importing country or the price
of a service delivered to a resident, beforc the pay-
ment of any import duties or other taxes on im-
ports or trade and transport margins within the
country.
15.36. The f.o.b. price is considered to be a special purchaser's prico
applied to flows of exports. As explained in chapter XIV the
f.o.b. price can be regarded as the purchaser's pnce that would
be paid by an importer taking delivery of the goods at thc
exporter's frontier after loading on to a carrier and after pay-
ment of any export taxes or the receipt of any tax rebate. The
c.i.f. price is considered to be a basic price applied to flows of
imports, equivalent to the basic price of a good orservice prc-
duced by resident producers. The valuation of an impoilcd
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good or service which is equivalent to the producer's pricc of
a good or sen ice produced by resident producers is the total
of the c. i.f. price and any import duty and excisc duty c special
tax Payable on the import at the frontier (sometimes referred
to as the ex-customs price). This equivalenoe holds as well be-
tween producer's price excluding invoiced VAf and the c.i.f.
price phn taxes and duties on imports, excluding vAT.
15.g7. The implicit valuation of value added depends on thc valua-
tion of the two flows from which it is derived, output and in-
termediate consumption. While intermediatc onsumption is
always valued at purchasen'prices (in total, cxcluding dc-
ductible VAT), two alternative valuations arc used for output
leading to two alternative measur€s of gross value added:(a, 
ff: ffi #ffi"Jffii*ffittJ ;:l:(b) r,ä:[:s:3:: ;H:ä ilä**i:"ffi
tion valued at purchasers'prices.
15.38. The measurc necommended throughout the System and re-
flected in the supply and use table, is gross value added at basic
prices. In order to arrive at GDP at market prices, taxes less
subsidies on products-not being allocated to industries-
must be added to total gross value added at basic prices. If out-
put and thus value added were at producers' prices,
non-allocated VAT and taxes less subsidies on imports must
be added to arrive at GDP at market prices (see chapter VI,
paragraph 6.235 and 6.236).
15.39. Gloss value added at factor cost is not a concept used explic-
itly in the System. Nevertheless, it could be derived from grcs
value added at basic prices by subtracting other taxes less sub-
sidies on production. However, this item is not recommended
as a measure of value added in the System, since there arc no
observable prices such that output minus intermediate con-
sumption equals gross value added directly in this case. Other
taxes less subsidies on production, by definition, are in fact
taxes or subsidies that cannot be eliminated from the prices of
outputs and inputs. Therefore, gross value added at factor cost
is essentially a measure of income and not output. In the input-
output framework, it means that neither the output entries in
the supply table nor the values added in the use table are given
at factor cost.
Trade and transport margins
15.40. As explained in chapter VI paragraph 6. I l0 and 6.1 I I , the out-
put of wholesale and retail trade is measured by the value of
the trade and transport margins realized on the goods they sell.
Goods resold are not included either in the output or the inputs
of wholqsale and retail trade. The trade and transport margins
include trade margins plus any transport charges paid sepa-
rately by the purchaser in taking delivery at the required time
and place.
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15.41. As indicatcd in chapter VI, input-output analysis-and the
commodity flow method-may find it convenient to compro
thc price Fid by the final purclraser of a good after it has
Passod through the wholesale and rctail distribution chains
with the price rpceived by its original producer. Differences
betwoen price concepts wene explained in paragraphs 15.25 to
15.31 above. The hade margins may be defind at basic as well
as poducers'prices, as the first, or the first and second, of the
following components:
(a) The basic trade margins on the producti i.e., the cumu-
lative wholesale and retail trade margins before taxes
are added and subsidies subtracted;
(ä) Taxes (except invoiced VAT) less subsidies on the Fod-
uct payable by wholesale and rctail traders.
15.42. the full cost of transporting a good from the place where it is
manufactured to the place where the purchaser takes delivery
of it may be included in a number of items. If the producetr
transports the good, or ananges for it to be transportd without
extra cost to the purchaser, these transportation costs will be
included in the basic price. If the producer transports the goods
himself this represents an ancillary activity and the individual
costs will be included but not identifiable as transportation
costs. If the producer pays a third party to transport the goods
then transportation will appearas one of the intermediate costs
to the producer. Similarly, wholesale and retail traders may ar-
range for goods to be moved from where they take delivery of
them to where another purchaser takes delivery. As in the case
of producers, these costs will be included in the trade margin
if no separate charge is made for transportation to the ptr-
chaser. Again, as with producers, these costs may rcpresent an-
cillary activity of wholesale and rctail traders or the purchase
of an interrnediate service, thus entering trade margins. Fi-
nally, when transport is arranged in such a way that the pur-
chaser has to pay for the transport costs even when done by the
producer or the wholesale or retail trader, these are separately
identified as transport margins. The full component of trans-
port services in the trade and transport margins-composed of
the transport margins themselves and the transport services in-
cluded in the trade margins-may be analysed separately in a
more analytical version of the supply and use table.
15.43. In orderto fit in with the input-output frameworh data on mar-
gins should have the format of products by uses as in table
15.2. These data might have been originally compiled at some
industry level of wholesale and retail trade, from which the
convesion to the appropriate format has to be made. Trade
margins by products are obtained by adding across the various
use categories of the product rows of the supporting table.
15.44. In the supply table, output of goods is at basic prices; output
of the associated trade services and transport services ate
given at basic prices in their respective columns and rows.
This means that taxes (except invoiced VAT) on the product
payable by wholesalers and retailers are pooled with the other
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taxes (except invoiced VAf) on products and total non-de-
ductible VAT to form the additional column of taxes on
products in the supply table, and correspondingly the addi-
tional column of subsidies on products. Trade and transport
margins are additionally distributed by products in the ad-
ditional column of trade and transport margins of the sup-
ply table. In that column, negative entries eppear on the
rows for trade and transport services in order to have the
total of that column equal to zero. In purchasers' prices,
total supply of trade services does not include trade mar-
gins, nor does total supply of transport services include
transport margins; both of these having been allocated to
the goods to which they relate.
Taxes and subsidies on products
15.45. Different valuation concepts in the input-output frame-
work are to a large extent consequences of treatments of
taxes and subsidies. As already seen above, taxes less subsi-
dies on products make up part of the difference between the
purchaser's price and the basic price.
15.46. The taxes that appear in the input-output framework arc all
taxes on production and imports. These are taxes levied on
goods and services at the time they are produced, sold or im-
ported, or possibly on other occasions, together with taxes
which become due as a consequence of engaging in produc-
tion. Thxes on production and imports arc subdivided into two
min groups (see chapter VII, paragraph 7.49):
(a) Thxes on products;
(b) Other taxes on production.
15.47. The separation of taxes on products from other taxes on pro-
duction is very important in varying valuations of product
flows. Thxes on products are defined as follows (with the four
constituent sub-categories) :
A tax on a product is a tax that is payable per unit
of some good or service, either as a specified
amount of money per unit of quantity or as a spec-
ified percentage of the price per unit or value of
the good or service transacted.
(a) A value added type tax is a tax on goods or services cot-
lected in stages by enterprises;
(b) Täxes and duties on imports, excluding VAf, consist of
taxes on goods and services that become payable at the
moment when the goods cross the national or customs
frontiers of the economic territory or when the services
are delivered by non-resident producers to resident in-
stitutional units;
(c) Export taxes consist of taxes on goods and services
that become payable when the goods leave the eco-
nomic territory or when the services are delivered to
non-residents;
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(d) Taxes on products, excluding VAT, and import and
export taxes consist of taxes on goods and services that
become payable as a result of the production, sale, hans-
fer, leasing ordelivery of those goods and services, oras
a result of their use for own consumption or own capital
formation.
15.4E. Value added type taxes in the System include VAf proper and
taxes which are deductible in a way similar to VAT and are
heetod in the same w?y as VAf. Th"y are defined and de-
scribed as follows (see also chapter VI):
VAf is a tax on productrs collected in stages by
enüerprises. there exist in some countries taxes
that are nanower in scope than VAf but may also
be deductible by producers. They arc treated in the
System in the same way as VAf. hoducers are
required to charge certain percentage rates of VAf
on the goods or services they sell. The VAT is
shown separately on the sellers' invoices so that
purchasers know the amounts they have paid.
However, producens are not required to pay to the
government the full amounts of the VAf invoiced
to their customers because they are usually permit-
ted to deduct the VAT that they themselves have
paid on goods and services purchased for their
own intermediate consumption or gross fixed cap-
ital formation. Producers are obliged to pay only
the difference between the VAT on their sales and
the VAT on their purchases for intermediate con-
sumption or capital formation - hence the expes-
sion value added tax. VAT is not usually charged
on sales to non-residents-i.e., exports. The per-
centage rate of VAT is also liable to vary between
different categories of goods and services and also
according to the type of purchaser.
15.49. The System r@ommends the use of the so-called net system
of recording VAT. In this net treatment, output even at
producers' prices is valued excluding VAf invoiced by the
producer; imports also are valued excluding invoiced VAf.
For intermediate and final uses the purchases of goods and ser-
vices arc recorded including non-deductible VAf only.
15.50. VAf may be deductible, non-deductible or just not applicable
as follows:
Deductible VAT:
Most of intermediate consumption
Most of gross fixed capital formation
Part of changes in inventories.
Nondeductible VAf:
Final consumption expenditure
Part of gross fixed capital formation
Part of changes in inventories
Supply and use tables and input-output
Part of intcrmediate consumption.
VAf not applicable:
Exports
Any goods or scrvices subject to a zeno rate of VAf re-
gardless of their use
Any produceß exempted ftom VAf registration (small
businesses or the like).
15.51. Depending on the tax regimes in countries, the contentrs of the
tax column in the supply table would be as follows:
Abscnce of Vr{T:
When output is at basic prices, the taxes column will
contain all taxes on products (i.e. taxes and duties on im-
poß, export taxes, and taxes on products excluding im-
port and export taxe).
When output is at producers'prices, it will include just
taxes and duties on imports.
Presence of VAf (net treatment):
When output is at basic prices, the taxes column will
contain total non-deductible VATon products, taxes and
duties on imports excluding vAr, export taxes, and
taxes on products excluding VAT and import and export
taxes.
c' suPprT:::: 
:Tpr and use rab,es
15.54. The recommended supply and use tables of the System are
presented in table 15.1. An early reference is given to the sup-
ply and use tables in chapter II, using a reduced format in order
to introduce the overall structure of the supply and use tables.
It is not a simplified version of the latter.
15.55. As emph asiz.edalready, the level of details in the rows and col-
umns of the supply and use and input-output tables should be
reasonably disaggregated; the tables presented in this chapter
ane very aggregated merely in order to keep to a manageable
format. That applies to the breakdown of products, of indus-
tries, of final usqs as well as uses of value added. In this sense,
the tables of the chapter are both recommended tables and
illustrative tables.
15.56. The supply and use tables show the following information.
(a) Table 15. I S shows the supply of products;
(b) Table l5.l U shows:
(i) The use of products along the rows; and
(ii) The production and generation of income
accounts of industries down the columns.
15.57 . The main part of the supply table is at basic prices, but there
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When output is at producers'prices, the taxes column
will includc traxes and duties on imports (excluding
VAT), plus total nondeductible VAf on thoseproducts.
15.52. Subsidies are heated as if they were negativc taxes on products
or rrcgative taxes on production. In the System, subsidies ar€
cuncnt unrequitd payments that govemment units make to
entcrprises on the basis of the levels of their production activ-
ities or the quantities or values of goods and services which
they produce, scll or import. They atr classified in the same
way as taxes:
(a) Subsidies on products;
(b) Other subsidies on production.
15.53. The separation of subsidia on products ftom othcr subsidies
on production, as in the case of taxes, is fundamental to the val-
uation of product flows. Subsidies on productrs arc defined as
follows:
A subsidy on a product is a subsidy pyable per
unit of a good or service produced, either as a
specific amount of money per unit of quantity of a
good or service or as a specified percenüage of the
price per unit. It may also be calculated as the
difference between a specified target price and the
market price actually paid by 
" 
buyer.
are columns added so as to arrive at total supply at purchasers'
prices in order to balance with the use table at pruchasels'
prices. In general, when preparing supply and use tables and
making the proper balancing between the two sides, there is
always a choice of emphasis between two opposite lines of ad-
justing statistical data:
(a) Supply of each product at basic prices could be adjusted
l,::älä:#ü Jll"'"n 
to a'ow barancing with
(b) Each of the uses at purchasers' prices could be adjusted
to a basic prices'valuation to match with supply at basic
prices.
15.58. In practice, both types of balances may be needed in the pro-
cess of building up a supply and use table. Both alternatives
deal with or require similar kinds of adjustments, i.e., for taxes
less subsidies on products and trade and transport margins by
products. In fact, the first alternative is not possible without
the second, since it is usually not possible to know the columns
of taxes on products, subsidies on products and trade and
transport rnargins broken down by products in the supply table
unless the distribution among uses of the individual products
are known from table 15.2.
System of National Accounts 1993
Table 15.1. Supply of products at basic prices and use of products at purchasers'prices
Output ofindusries (by lSlC categoriesl
Market
Suppty of products
Toul
supply at Trade and Taxes
purchasers' transport on
prices margins Products
(1) (2) (3)
- - -
Agric.,
Total hunting,
supply forestry,
(basic fishing
pricesl {A+Bl(s) (6)
- -
Mining Manufac-
and turing,
quarrying electricity
lcl (D+El(7) (8)
- I -
1 844
t28
103
1fl)
2L f f i
2;62
IN
111'
sed
n5
168
0
43
42%
Subsidies
on
products
t-t
(4)
I-
-8
124
101
155
T991
u5
20t
116
582
37L
168
0
43
4 103
3 556
t7l
376
t .
z.
3.
4.
5.
6.
7.
8.
9.
1.0.
11 .
t2.
13.
Gouls and serwbo (bv CPC sections)
Agriculture, forestry and fishery products
Ores and minerals
Electriciw. gas and water
Manufacfriring
Construction work and construction, land
Trade serviceg restaurant and hotel services
Transport, storage and communication services
Business services
C-ommunity, social and pers. sery. exc. pub. ad.
Public administration
Adiustments:
C.i.f./f.o.b. adjustment on imports
Direct purchases abroad by residents
TotaI
[lL'P(s)
(6)
(7)[l1,
2
2
0
74
0
-68
-10
0
0
0
5
0
5
94
t7
3
5
8
4
0
141
-3
0
0
-5
0
0
0
0
0
0
78
0
0
0
0
0
0
0
0
0
78
0 0
30 10
2 t52
2 L f f i
0 1
0 8
0 0
1 0
0 1
0 0
t4t -8
0
0
L4.
15.
L6.
of which
Market
Own frnal use
Other non-market
3 689
t7l
376
350
75 35 lg24
3 0 2 0
Intermediate consumption f industries
Use of products
Toul
supply at
purchasers'
prices
(1)
rrI
L28
103
160
2tffi
262
l3rl
111
590
375
168
43
0
42%
Manufac-
turing,
elecüicity
IthEl
(8)
-
(2)
-
Taxes Subsidies
0n 0n
products products
(3) (4) (5)
- - -
Agric.,
hunting, Mining
forestry, and
fishing quarrying(A+Bl lcl(6) rt)
- -
Gods and serrabes, (by CPC section)
Total uses
L. Agriculture, forestry and fishery products
2. Ores and minerals
3. ElectriciW. gas and water
4. Manufacftiring
2 0 7 L
. 1  3 9 1
2 2 %
n 7 6 7 5
1 2 7
2 t y
2 1 2 9
3 l l l 7
1 0 7
0 0 0
üL,P
(5)[l1,
-2
L4
7
9
15
15
5.
6.
7.
8.
9.
10.
1,1.
t2.
13.
Construction work and construction, land
Trade serviceg restaurant and hotel services
fragsport, sto.rage and communication servicesItusmess seruoes
C-ommunity, social and pers. serv. exc. pub. ad.
Public a0rfihiskation I
Adiustments:
Difect ourchases abroad bv residents
Dir. puichases in domestiimarket by non-*esidents
Total üses in purchasers' prices 4L L7 I I27
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3 7 8
0 xtß
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18. C-omünsation of emplovees
19. Taxei less subsidies cin froduction and imports
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21. Subsidiesbn products
22. Other taxes löss subsidies on production
23. Mixed income, net
24. Operatins surDlus. net
25. C"*umption af nxed capitat
27" Operating surplus, gross
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29. Labour inputs (honts worked)
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Supply and use tables and input-output
15.59. Thus, tttrcc tables are involved in the balancing between sup>
ply and usc of products:
(a) Table l5.l: the supply and use table, showing the final
results of balancing totals of supply and totals of usc by
productrs at purchasers' prices;
(b, Table 15.2: a supporting table in the same format as the
intermediatc use and final usc quadrants of the usc table;(c) nH iii 
"ä*ffi 
';"ä,ä::"i Hi:,T,T:I
tioned are deducted and rcorganizrldfrom the elements
of the initial use table (for presentation, see section D.2
below).
2. Thc upply tablo
Introduction
15.60. The supply table of the System (table 15.l S) gives informa-
tion about the resources of goods and services. For pedagogi-
cal reasons, its layout is arranged in the same way as in the use
table (15.1 U), i.e., showing products in rows and industries in
' columns. In the rows, the various types of products arc pre-
sented according to CPC classification groups. Additional
lows for two adjustment items are required, one for the
c.i.f/f.o.b. adjustment on imports and one for direct purchases
abroad by residents. In the columns, three different sets of in-
formation arc set out:
(a) Output, by industries according to the activity classifi-
cation in International Standard Industrial Classifica-
tion (IsIc), Rev.3, and broken down to distinguish
between market output, output produced for own finat
use and other non-market output and showing the prod-
uct breakdown of industries' output by CPC sections,
also showing the same three-way split for total product
of each industry;
(b) Imports, broken down into goods and services rcqp€c-
tively;
(c) Adjustment items, i.e., one additional column for trade
and transport margins and one each for taxes and subsi-
dies on products, plus one additional column for the
c. i.f./f.o.b. adjustment.
15.61. The supply table cannot be compiled independently, since
table 15.2 has to be prepared before completing table 15.l S.
Before adding in additional columns for trade and transport
margins and taxes and subsidies on products, total supply is
shown at basic prices. When including the additional col-
runns-which have to be calculated from the use format as
given by table 15.2-total supply is shown at purchasers'
prices.
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15.62. the format of the table, industrics by productrs, is usually (but
not necessarily) rcctan$lar, with mor€ nows (p,noducts) ttnn
columns (indushies).
15.63. The level of industry detail should also be reasonably disag-
glegatod. The ISIC Rev.3 is recommended, while the degree
of detail for the industry brcalcdown is up to the counhies to
decide. One possibility might be an intermediate level of ISIC
Rev.3 (for example the 2-digit level).
15.64. A distinction is made in the System between markct output,
output produced for own flnal use and other non-market out-
Put, which also is canid ovetr into thc supply and use tablc.
15.65. Outputs from own-ascount p,roducers and other non-market
producers are broken down by poducts in the same way as for
outputs of market producers, thercby making possible an inte-
grated exposition of product data in the System. For instancc,
it makes it possible to add together outputs of health services
or education services from both market and other non-market
producers to arrive at output totals for these groups ofservicrss.
15.66. The valuation of other non-market goods and selices is spe-
cial, as therc are either no prices, or no economically signifi-
cant prices, for the non-market output of government and
non-profit institutions serving households (NPISHS). By con-
vention, the value which is assigned to the output from non-
market production of government units and NPISHs is equal
to the surn of costs incurred in producing that output:
Intermediate consumption
Compensation of employees
Consumption of fixed capital
Other taxes less subsidies on production.
15.67. For output produced for own final consumption or own gross
fixed capital formation, the valuation in terms of total costs
should not apply in principle, though it might be a second best
procedure in practice. When produced for own final use, the
goods and services should be valued at the basic prices at
which they could be sold if offered for sale on the market, and
it is only when reliable market prices cannot be obtained that
the procedure of valuing output equal to the sum of the costs
of production might apply. Services of owner-occupieddwell-
ings should also be valued using the prices of the same kinds
of services sold on the market. On the other hand, most often
the valuation of output of own-account construction has to be
based on costs. For services produced when households em-
ploy paid domestic staff, output is valued by the compensation
of employees paid.
fmports recorded c.i.f. and f.o.b.
15.68. In the System, total imports are vatued f.o.b. However, data on
detailed flows of imports from foreign trade statistics are most
usually valued at c.i.f. prices. To rcconcile the different valu-
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ation used fortotal imports and the product componentsof im-
poß, a global c.i.f./f.o.b. adjustment on imports is added.
15.69. The recording in the supply table of imports and the c.i.f./f.o.b.
adjustment item is as follows:
(a't Imports of goods detailed by products are valued c.i.f.;
(b) All transport and insurance services on imports, pr&
vided by both resident and non-resident producers,
which are included in the c.i.f. value of imports by prd-
ucts, are globally deducted (see column for imports of
goods and row for the c.i.f./f.o.b. adjustment on irn-
ports). Thus, the total of imports of goods in the System
is always recorded f.o.b. in the table;
(c) Those transport and insurance servioes on imports that
arc provided by non-resident producers, aßs recorded
under imports of services (part of the entries on rows for
transport services and business services in the imports
of services column);
@ Those transport and insurance services on imports that
are provided by resident producens, are included in the
output of transport and insurance services for the rele-
vant industries (part of the entries on rows for transport
services and business services in the output columns of
the respective industries);
(e) The supply by resident producers and imported supply
of transport and insurance services on imports-i.e., (c)
and (d) above-is not conveyed to users as transport and
insurance services because the value of these services on
imports is already included in the c.i.f. value of imports
of goods and, thereforc, not to be included in total sup-
ply of transport and insurance services. Thus, transport
and insurance services on imports provided by resident
and non-resident producers must be deducted from the
total supply of such services in the supply table (in the
column of the c.i.f./f.o.b. adjustment on imports on the
rows for transport services and business services);
0 These services are recorded on the c.i.f./f.o.b. adjust-
ment row, making row and column totals of the adjust-
ment item equal to zero.
15.70. fire parallel treatment to producets'prices would be to record
details of imports at c.i.f. prices plus taxes and duties on im-
poß, excluding VAT. These prices-referred to as ex-cus-
toms prices-may be useful for certain types of analysis. The
System does, however, not recommend such parallel treat-
ment at ex-customs prices, not even in the circumstance of re-
cording flows of output of resident produces at producers'
prices.
3. Tho ure table
lntroduction
t5.71. The use table of the System (table 15.l U) gives information
on the uses of goods and services, and also on cost structures
of the industries. It is convenient to refer separately to ttuee
quadrants of the use table (the fourth 'guadrant" in this pre-
sentation being empty) :
(a) The intermediate use quadrant (I);
(b) The final usle quadrant (II);
(c) The uses of value added quadrant (IU).
15.72. fire intermediate use quadrant shows intermediate consump
tion at purchasers'prices by industries in the columns and by
products on the tows. The total row shows intermediate con-
sumption by industries at purchasers'prices. No separate en-
tries of trade and transport margins, taxes or subsidies on
products would be needed in this quadrantduetothevaluation
of products at purchasers'prices in which they arc embodied.
As explained elsewhere, the purchasers' prices are net of de-
ductible VAT, but may include some nondeductible VAf.
Non-deductible VAT is included in each of the elements
(where applicable) in the intermediate use quadrant. As re-
gards the format (number of industries and products) of the in-
termediate use quadrant, it is identical to other formats within
the supply and use table:
To the format of the output part of the supply table in
terms of products and industries
To the format of quadrant II in terms of products
Io the format of quadrant III in terms of industries.
15.73. The final use quadrant shows exports, final consumption ex-
penditure and gross capital formation at purchasers'prices-
with sonle further subdivision of final uses in the
columns-each classified by products on the rows. The total
row shows final use by use categories at purchasets'prices, in-
cluding non-deductible VAf. Non-deductible VAf is included
in each of the elements (where applicable) in the final use
quadrant. The purchasers' prices are the observable market
il:T:::}-*ffi ;: jltH|;:":, ffi ExPorts r  b
15.'14. The uses of value added quadrant shows those production
costs of producers other than intermediate consumption,
which is shown in quadrant I. The main uses of value added
are the following:
(o) Conrpensation of employees;
(b) Taxes less subsidies on production and imports broken
down into taxes on products, subsidies on products and
other taxes less subsidies on production;
(c) Consumption of fixed capital;
(ö Net rnixed income and net operating surplus.
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15.75. The sequence of accountrs for industries is readily rccognizpd.
For each industry its output (by products) appean in the suP
ply table; then intermediate consumption (by ptoducts), and
finally, gross value added and the uses of value added can be
seen in the use table. The column for the total economy records
the conpsponding information at that aggregate level. In this
column, rows for taxes and subsidies on products also bring
together the non-allocated part from the respective columns of
üaxes and subsidies on products. Ttus, it is pcsible to find
GDP directty in the use tablo, 6 the entry on the row for total
gross value addcd/GDP in the column for total eeonomy.
15.76. Consumption of fixed capital may be difficult to calculate by
industry. The value added quadrant therefore shows, as an al-
ternative, gross operating surplus and gross mixed income.
15.17. Appended to the uses of value added quadrant-not consid-
ered Part of it, but rather as conveniently located there-three
rows provide additional information on industries' inputs:
Gross fixed capital formation
Stoclcs of fixed assets
Labour inputs (usually hours worked).
Breakdown of uses
15.78. Intermediate consumption is broken down by the same indus-
tries as for output (see paragraph 15.60 above).
15.79. In the final use quadrant, some breakdowns of the main head-
ings have already been introduced (while further breakdowns
can of course readily be introduced if required):
(a) Tlvo sub-groups-goods and services-for exports (as
for imports);
(b) Two sub-groups of government finat consumption ex-
penditure: collective consumption expenditure and in-
dividual consumption expenditure;
(c) Three sub-groups of gross capital formation: gross fixed
capital formation, changes in inventories and acquisi-
tions less disposals of valuables.
15.80. For exports (and imports) the countries may establish reason-
ably detailed sub-classifications (in columns). As in the sup-
ply table, for direct purchases abroad adjustment rows are
added to the product details in the final use quadrant (although
a breakdown by products might be provided if data were to be
available):
(a) Direct purchases abroad by residents added in total in
the column for final consumption expenditure by house-
holds;
(b) Direct purchases in the domestic market by non-resi-
dents added in exports of goods and exports of services
and deducted from final consumption expenditure by
households.
15.81. Final consumption expenditure is attributed to the sectors that
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bear the costs: houscholds, NPIstIs, governrnent. Govem-
ment final consumption expenditure is further subdividod be-
twecn expenditure incurred by general government on
individual cqnsumption goods and services and on collective
consumption sewices.
15.82. Actual final consumption is the other basic consumption con-
cept in the Syst,cm, defined in terms of acquisitionsratherthan
expenditures. Actual final con$rmption of general govern-
ment is simply equal to its collective consumption expendi-
tunt. Actual final consumption of houscholds is not shown
explicitly in the final use quadrant, but can be derived simply
by adding together three columns presented therc:
(a) Households' final consumption expenditures (including
any expenditures by households on goods and scrvices
from govenrment and NPISHs supplied at prices that are
not economically signifi cantX
(b) The final consumption expenditures incurred by
NPISHS (all considered individual);
(c) The individual consumption expenditure of govern-
ment.
15.83. Final consumption expenditures by general government and
NPISHs irrclude not only government and NPISH non-market
output (valued by costs and deducting values of any receipts
from sales), but also direct purchases of goods and services by
government and NPISHs that are not channelled through in-
termediate consumption because they are distributed to the
population without any processing. The latter are goods and
services which are produced by market produceß and deliv-
ered directly to households but paid for by government or
NPISHs.
15.84. There are three main kinds of gross capital formation in the
System and input-output framework:
Gross fixed capital formation
Changes in inventories
Acquisitions less disposals of valuables.
15.85. The main description of these items is given in chapter X. In
the input-output framework, these items are separate use cat-
egories appearing in different columns and classified by prod-
ucts. Included in the column of gross fixed capital formation
are acquisitions less disposals of both tangible and intangible
fixed assets, such as mineral exploration, computer softwarc
or originals-and improvements to non-produced assets (e.g.,
improvements to land). Included in the column of changes in
inventories are changes in inventories of materials and sup-
plies, of finished goods, ofgoods forresale, and work-in-prog-
ress. The third category, vatuables, consists of precious stones
and metals (gold, diamonds, etc.), jewellery fashioned out of
precious stones and metals, and paintings, sculptures etc., rec-
ognized as worlcs of art, that are acquired as "stores of value"
and not for production or consumption.
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15.86. All tttree categories of gross capital formation are measured
by acquisitions less disposals:
Gross fixed capital formation measured by the value
of acquisitions less disposals of new or existing fixed
assets
Changes in inventories by the value of entries to inven-
tories less the value of goods leaving inventorie during
the accounting perid including the value of any racur-
rent losses of goods held in inventories
Acquisitions less disposals of valuables.
15.87. Fixed assets-most important of the three-consist of tangi-
ble or intangible assets that have been produccd as outputs and
are themselves used rcpeatedly or continuously in other pro-
oesses of production over long periods of time exceeding at
least one year. The time at which gross fixed capital formation
is recorded is when the ownership of the fixed assets is trans-
ferred to the units that intend to use them in production. This
time is generally later than the time when they are produced,
and not necessarily the time at which they are actually put to
llsre.
15.88. When fixed assets are purchased in instalments or under a fi-
nancial lease, legal ownership may not change until some time
after the goods have actually been used in production, but in
the System the user is treated as acquiring the rights of owner-
ship at the time he takes physical possession of the goods.
Gross fixed capital formation is thercfore recorded at this
point. This treatment leads to a more homogeneous registra-
tion of the use of fixed capital and localization of value added
in the input-output framework.
15.89. An existing fixed asset can be sold and its ownership passes
from itrs original owner to an other. The value of an existing
fixed asset has already been included in gross fixed capital for-
mation-or in final consumption expenditurc in some in-
stances-of at least one user at some earlier point of time.
When ownership of an existing fixed asset is transferred, it is
recorded as a positive acquisition for the new owner and as a
negative acquisition (a disposal) for the previous owner. TWo
movements should be distinguished in the supply and use ta-
bles:
a) Along the row of that type of capital asset (product) in
the final use quadrant:
(i) From gross fixed capital formation of one pro-
ducer to gross fixed capital formation of another
producer the two transactions cancel out;
(ii) From grcss fixed capital formation of a producer
to final consumption of a consumer;
(iii) From gross fixed capital formation of a resident-
producer to a non-resident as exports;
(iv) From final consumption of a consumer to gross-
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fixed capital formation of a producer (ess likeln-
€.9., car);(b)#$$ä,nffi"*,;'Jll"':::1'ä?
(i) Gross fixed capital formation from one producer
to another, i.e., recorded as negative gross fixed
capital formation by the formerand positive gross
fixed capital formation by the latter.
15.90. There are often transfer costs associated with the acquisition
and disposal of fixed assets. Afull description of these transfer
costrs is given in the annex to chapter X. In the supply and use
table, the value of the asset without the transfer costs is shown
under grcss fixcd capital formation on the product row appro-
prietc to that asset, while the transfer costs arc shown under
gross fixed capital formation on the row of business services.
Uses of value added
15.91. The supply and use table adds to the balance between the sup-
ply and use of products a quadrant which contain the industry
breakdown of the balancing item of the production account
(gross value added/GDP) and the industry breakdown of the
items in the generation of income account (the uses of value
added). Some further breakdown of the standard transaction
categories might be useful.
15.92. Compensation of employees could be subdivided into:
Wages and salaries
Employers'social contributions, with a breakdown be-
tween actual contributions and imputed contributions.
15.93. Taxes less subsidies might further distinguish value added
type taxes, taxes and duties on imports (excluding VAT) and
import subsidies, export taxes and export subsidies, ild taxes
on products, excluding VAT, import and export taxes, and
other subsidies on products. Since taxes and subsidies on
prducts are non-allocated items when output is valued at
basic prices, a breakdown by industries would only beneeded
for other taxes less subsidies on production. This latter item
might also be split into one part for taxes and another for
subsidies.
15.94. Consumption of fixed capital might be classified by type of
fixed assets as for gross fixed capital formation.
15.95. Mixed income and operating surplus, however, arc balancing
items which do not call for further breakdown. Mixed income
is the term reserved for the balancing item of the generation of
income account in respect of production by the houschold sec-
tor (unincorporated enterprises) other than owner-occupiers
as producers of housing services.
Industry breakdown of gross fixed capital formation,
stocks of fixed assets and labour inputs
15.96. The production account, the generation of income ascount and
Supply and use tables and input-output
the supply and use tables include the sequenee of accounts for
industries from output down to net mixed income/net operat-
ing surplus. In addition, the industry breakdown is particularly
of interest for gross fixed capital formation, stocks of fixed as-
sets and labour inputrs, since thesc data would provide a basis
for productivity studies and other kinds of analysis at the in-
dustry level.
15.97. In the input-output framework, two sets of entries for gross
fixed capital formation arre introduced:
(a) Column of gross fixed capital formation in the final use
quadrant of the use table broken down by products (sev-
eral columns if total is also broken down by type of fixed
assets);
(ä) Row of gross fixed capital formation appended to the
uses of value added quadrant broken down by industries
of ownership.
15.98. As to the chosen format of this industry breakdown, two kinds
of clarifications should be made:
(a) The appended row for gross fixed capital formation by
industry (and the othertwo rows) are not part of the uses
of value added quadrant of the use table. It is an addi-
tional table that-as a matter of convenience-has been
aligned to the other rows of the supply and use tables
which give an industry breakdown;
(b) Alternatively-as stated in a footnote to the supply and
use table-the column of gross fixed capital formation
by product might be broken down by industries (or also
by institutional sectors).
15.99. Below the row for gross fixed capital formation by industry is
another row of the use table showing stocks of fixed assets by
industries.
15.100. fhp categories of fixed assets to be included are the following:
(a) Tangible fixed assets: dwellings, other buildings and
structures, machinery and equipment, and cultivated
fixed assets (livestock for breeding, dairy, draught, etc.,
and vineyards, orchards and other plantations of trees
yielding repeat products);
(b) Intangible fixed assets: mineral exploration, computer
software, entertainment, literary or artistic originals,
and other intangible fixed assets.
15.101. The so-called "perpetual inventory method" is usually em-
ployed to obtain estimates of the current values of the gross
and net stocks needed for the analysis of production and pro-
ductivity growth and for balance sheet purposes. In the central
framework of national accounts, the stock data should be val-
ued by writing down the current market prices of these assets
by the cumulative consumption of fixed capital valued at cur-
rent replacement costs which has occurred since the time they
were acquired for purposes of production. The net basis (i.e.,
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stocks of fixed asscts, nct) would be consistcnt with thc con-
cepts uscd in the balance sheot of thc institutional s@tols.
However, in ordcr to obtain productivrty measulcs-to match
similar data on labotu inputs-data on grocs stocks of fixed
assets by industries arc useful as well.
15.102. Chapter XVII deals with labour input daüa, which are re-
quircd in order to analyse productivity. Several concepts of
employment are introducd, in particular the following
three measures:
(a) Jobs, which are contractrs (explicit or implicit) betwoen
a peßon and an institutional unit to perform wmk in re-
turn for compensation (or mixed income) for a defined
period or until further notice;
(b) liotal hours worked, which are the aggregatre number of
hours actually worlced during the period in employee
and self-employment jobs;
(c) Full-time equivalent jobs, which are total hours worlced
divided by average annual hours worked in full-time
job".
15.103. fire choice of labour concept for the input-output framework
should be the one that best reflects labour input forthe purpose
of productivity. Total hours worked is thercfore the preferred
measure of labour inputs in the System. fire concept of full-
time equivalent jobs may treat part-time work inadequately.
15. 104. Not all countries may be able to implement the concept of total
hours worked in the national accounts context. In view of this,
the following recommendations are made:
(a) For countries providing data on total hours worked: a
row broken down by industries for total hours worlced
in jobs, with a breakdown between employee jobs and
self-employed jobr;
(b) For countries not providing data on total hours worked:
a row broken down by industries for the number ofjobs,
with a breakdown between employee jobs and self-em-
ployed jobr.
15.105. If even O) is impossible to work out, an average number of
persons employed might be considered as a second-best
proxy, based on as many head counts as possible during the
perid under consideration, with a breakdown between num-
bers of employees and self-employed.
Cross-classification of uses of vafue added
by institutional sectors and industries
15.106. Both the production account and the generation of income ac-
count are provided for in the System'by sector and by industry.
The definitions and valuations of the aggregates arc the sanne.
15.107. As an establishment always belongs to an institutional unit it
is possible to link the production activities of industries and
institutional sectors. Output of an institutional unit is equal to
358System of National Accounts 1993
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System of National Accounts 1993
the sum of the outputs of the individual establishments of
which the institutional unit is composed, thus including deliv-
eries between establishments within the institutional unit (i.e.,
inter-establishment flows). To clarify relationships and con-
üents of industries and s@tors, the Systcm calls for thc cnoss-
classification of value added and its uses (and if possible also
for output and intermediate @nsumption) by bottr industry
and sector.
15.108. The table of value added and its uses cross-classified by indus-
hies and sectors is essentially the uses of value added quadrant
of the use table broken down also by sectors to become a three-
dimensional table.
15.1(8. The illustrated figures in table 15.3 indicate which are the
entries of the three dimensions that usually or mostly ap-
pear together. The chapter has already dealt with the corre-
lation between uses of value added and industries and for
some uses also the institutional sectors involved. The most
interesting correlation at this point is however that between
sector and industry:
(a) Non-financial corporations: market industries (most
ISIC sections);
(b) Financial corporations: market industries of financial
intermediation including insurance and pension funds
and activities auxiliary to financial intermediation;
(c) General government: non-market industries of public
administration and defence, compulsory Social Secu-
rity, education, health and social worlq real estate activ-
ities, othercommunity and social service activities, etc.;
market industries might also occur;
(ö NPISHS: non-market industries of education, health and
social worh other community and social service activi-
ties, etc.;
(e) Households: market industries (various ISIC sec-
tions) and own use industries (private households
with employed persons, services of owner-occu-
pied dwellings, subsistence production of agricul-
ture etc.).
15.110. In order to implement the three-dimensional table, it would be
a great advantage to have good register capabilities. Further-
morc, it might be necessary to make the similar cross-classifi-
cations for output and intermediate consumption as well,
especially for countries which in general follow the produc-
tion approach in estimating the GDP.
4. lllustrationr of the rupply and uso table
15.111. The tables of the input-output framework are all presented
with figures for illustration to facilitate the comprehension of
their contents. This sub-section of illustrations is meant as a
guide to readers who want to make direct references to row and
column numbers of the supply and use table.
15.112. The notations used are the following:
x.Li - Entry of rcw no. i and column no. j
Ri.(/l+ +/'N) - Row no. i, sum of columns I to IV
C.(il + +ifij - Column no..l, sum of rows I to M
l5.l13. Fm example, total output at basic prices is defined in the sup
ply tablc as:
X13.22 - R13.(14+18+21) - C.(l+ +lO).22 - 3,604
which means that the intersection of row 13 and column 22
will give total output at basic prices equal to 3,6t04, alterna-
tively arrived at by taking the sum of columns 14, l8 and
2l on row 13, or the sum of rows I through l0 in column
22.
15.114. To illustrat,e the contentrs of the supply table 15.l S, the follow-
ing aggregates might be defined from the table as shown:
Total output, rnarket industries -
X. l3 .14-  Rl3. (6+ +13) -  C.( l+ +10).14
Total output, own use industries ""
a 31077
X . l 3 . l E - R 1 3 . ( 1 5 + + 1 7 ; = C . ( l + + 1 0 ) . 1 8  a  1 4 7
Total output, other non-market industries =
X.l3.2l -  Rl3.(19+20; '= C.( l+ +10).21 = 380
Total output, basic prices =
X.13.22 = R13.(14+18+21) = C.( l+ +lO).22 !B 3,ff i
Total imports of goods and services =
360
l5.l15. Likewise, to illustrate the contents of the use table l5.l U, the
following aggregates might be defined from the table as
shown:
Total intermediate consumption, market industries =
X.13.14=R13. (6+ +13)  =  C. ( l+  +10) .14  =  1 ,594
Total intermediate consumption, own use industries -'
X . l 3 . l 8 - R 1 3 . ( 1 5 + + 1 7 7 = C . ( l + + 1 0 ) . 1 8  -  5 0
Ttrtal interrndiate consumption, other non-market indusFies -
X.l3.2l -  Rl3.(19+20; .- C.( l+ +10).21 = 239
Total intermediate consumption, total industry -
X.13.22 = R13.(14+18+21) = C.(1 + +lO).22 = 1,883
Total exports of goods and services =
Rl3.(24+25) - 540
Tlotal final consumption expenditure, total economy =
X.13.26 = R13.(27+28+29) - C.(l+ +12).26 - 1,399
Total gross capital formation, total economy =
X.13.32,- R13.(33+34+35) - C.(l+ +lO).32 - 414
Total national final ltses, total economy =
R 13.(25+26)
Total supply, basic prices ''
X. 13.5 ,= R 13.(22+25+26) = C.(l+ +12).5
Total suppln purchasets'price =
X.13.l  -  R13.(3+4+5) - C.( l+ +12).1
R 13.(26+32)
Total final useS, total economy '-
R 13.(24+25+26+32)
= 4 9
= 41103
- 41236
- 1,813
- 21353
Supply and use tables and input-output
Total uses, total eeonomy -
Xl3.l -R13.(22+?A+25+26+32) -C.(l+ +12).1 - 4236
15.116. The illustration of industry flows involves both thc supply
table l5.l S and the usc table 15.l U. Since the aggregates of
output and intermediate consumption already have been
illushated, emphasis is here on value added and GDR and the
rrses of value added, to illustrate thc industry flows (when both
tables are referred to, S indicates the supply table and U the usc
table):
Total gross value added, market industries -
X.l7.l4' Rl7.(6+ +13) - C.(Sl3 - Ul3).14 r 1,483
Tiotal gross value added, owrl use indutries =
X.l7. l8 -  R17.(15+ 171 '= C.(Sl3 - Ul3).18 r 97
Total grms value added, other non-market industries -
X.l7.2l - rt, 17.(19+2Oy - C.(S13 - Ul3).21 - l4l
Total gross value added, industries, basic prices =
X.l ' |.22 = Rl7.(14+18+21) = C.(Sl3 - lJl3).21 = 1,721
Gross domestic product (GDP) (production appnoach) -
X.17.23-RSl3.(3+4+22) -RU13.22 = 1,854
Gross domestic product (GDP) (income apprcach; =
X.17.23 = C.(18+ 19+23+24+25).23 = I,854
15.117. For GDR in addition to the two il lustrations above on the
production approach and the income approach, the GDp
D. Derived and analytical input-output tables
l. Introduction
15.120. The remaining part of this chapter relates to making the input-
output data even more useful for analysis. While some users
might find that in many instances the supply and use table
could serve analytical as well as statistical purposes, others
traditionally may want to prepare more analytical tables to
meet their needs.
15. 121. Supply and use tables certainly can provide the framework for
input-output analysis, including the construction of economic
models needed for economic analysis. Indeed, analysts in-
creasingly find that there are advantages in starting offdirectly
from the rectangular input-output tables instead of basing the
analysis on symmetric input-output tables (see also discussion
of framework in chapter XX).
15.l22.It should also be noted that the supply and use tables-
sometimes referred to as statistical supply and use tables-
in fact rePresent an intermediate stage between the basic
statistics and the symmetric tables. Although the supply
and use tables may have strong ties to data observations and
various basic statistics, it is also the case that a series of im-
putations, reconciliations and other national accounts re-
quirements in fact usually entail considerable and varied
compilation work on basic data to complete and balance the
supply and use tables,
361
usingthoe xpend itureapproachcoul da lsobcillustratedfrom
tablcntries:
Gross domestic product (GDP) (expcnditrrc approach) -
Xl7 .23 - RUl3 .( 4+E+?ß+32) - RSl3 .Q5+261 - 1,854
l5.l18. For each product and for the total oconomy thete is the con-
shaint that total supply equals tdal u!rc. This is shown in table
15.l (S and U) at purctrasens' prices:
Total supply, total economy E
R 13.(3+4 +22+?5+26) - 14l-8+3,613+3$2+19l - 4236
Total uses, total eeonomy -
Rl3.(2+]/+/J+bn) - l$2+ffi+78+l9l+412 - 4236
l5.ll9. This setrs out the basic equation (or balance) of national ac-
counts aggregates reflected in the goods and services account:
Output (3,60C;
+ Imports of goods and services (392+107)
+ Thxes, less subsidies, otr products (l4l - 8)
= Intermediate consumption (1,883)
+ Exports of goods and services (462+78)
+ Final consumption expenditure/actual final
consumption (1,399)
+ Gross capital formation (414)
15.123. The following considerations might be taken into account-
starting from supply and use tables-in order to arrive at use-
ful analytical input-output tables:
(a) Decompose purchasers' prices of uses into basic 1nice,
taxes, subsidies, and trade and transport margins, afld
separately analyse these components;
(b) Distinguish use of imported products from use of prd-
ucts from resident producens;
(c) Express rows and columns in the same classification,
i.e., direct links (products-to-products or industries-to-
in dustries) rather than indirect (products-to- industries).
15.124. In order to respond to these requirements, the System recom-
mends the following set of input-output tables to complement
the basic supply and use table (table 15.l) and its supporting
table on trade and transport margins and taxes and subsidies
on products (table 15.2):
Thble ll.4aand 15.4b
Thble 15.6
Table 15.6
Täble 15.7.
15.125. TWo important assumptions underlie the static input-output
analysis, i.e., the notions of:
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Trblo l5.la. Suppty and use: final and intermediato uses at basic pdces, markeVnon-ma*et distinction and lSlC breakdown
Intermediate consumption f indusüies (W lSlC categoriesl
Uses of products
Financial
Wholesale, inbrms-
rffiiltado, diation,
Tarss A0dc. Mining lrilanufae topait mmr Träßporl real est, Educ.,
Total TEdo loss nürtinO anO tidng, whicleq sbrago, dror heal6,
us6s and rubsidies forcsty, quara ehcri- Constuc- hoblsand communi- büsiness social Sub'
atbasic üanspon on firhing ing crty tion resburant! cation sgßiceg sotvices ffil
prices marginr produc.ts (A+Bl- (Ct tD+El tFl lG+Hl lll (J+Kl lM+N+01 ma*ot
hl er- isl.. (el (7, (s) (e) (r0) (11) _(14:'- (13) (14
- - - - - - - - r - - -
Goods and sertices, (by CPC sections)
Total uses
l. Agriculture, forestry and fishery
products
Ores and minerals
(l 7-l 8)
t24
r0 l
r5
2 0 7 0(0)
3 8 9 0I( l )
92
624
2
7
5 0 8 1
1 0 9 4
4 r  l t o
l 9 35 16  818
3. Electricif, 96 and water
4. Manufacturing Q4) r w 7 25 56 36
5. Construction work and
constnrction, land (5) 245 22
Trade services, restaurant and hotel
services (6) 201 56 85
7. Transport, storage and
cofi rmunication services (7) 17u6
Ml6
r 3 2
-
I ll2
t2
l 5
72
Business ervices (8) 582 25 222
9. Commurity, social and pers. serv.
exc. pub. adm. 45l l0 7(e)
(el)
371
168
23
10. Public administration
l l .
Adjustments:
Direct purchases abroad by
residents 43
12. Dir. purchases in domestic
market by non-residents 0
13. Total ßes at basic prices 4 103
133
40 n 1089 86 98 60 n2 47 | 549
1 0 3 8 4 2 0 0 0 4 5
4t 17 | 127 90 100 60 n2 4t | 594
133 37 t8 717 I l8 91 40 266 196 I 483
13 336 ß u 16 54 123 Ur
14. Taxes less subsidies on producß
16. Total uses at purchasers' prices 4 236
t7. Total gross value addeilGDP
18. Compensation of employees
19. Taxes less subsidies on
prodtrction and imports 133
l4 l
- 2 - 2 46 - 6 t2 56
20. Taxes on products
21. Subsidies on prodtrcts - 8
22. Other taxes less subsidies on
production - 2 - 2 ß - 6 t 2 3 5 6
-
99 18 432t 4 0 2 2 7 3 5 3 6 3
24. Operating surplus, net 67 47 lE4
17025. Consumption of fixed capial 3  78  l l 15 15 34
23. Mixed income, net
26. Mixed income, gross t5 0 228 36 36 7 9 9 19 M0
E 7 rw 3r ll 23 lot -i 34627. Operating surplus, gross
4 :
78 35 I 844 20t l9l 100 t7t 243 307728. Tonl output
363
Own final use Other non-market
Agric.,
hunting,
Real
estate,
house-
Public
admin.,
defence,
Educ., soc. sec.,
health, other Sub-
social public total
Gross capital formaliq!
Acqui-
sition
less
Finaf consumption expenditure fixed Changes dispe
ruosrry, tonsruc- non i l rubtic ffil 
_ 
E&oß @ capicl in
lst!ry !!on se.vices SuF swices seryices non- Tohl Toral 
---: 
Sub House NplSHs Suh Collec- Indivi- Sub- fome in
sals d
r a- ven- valu-lA,+Bl lFl (K+Pl obl (trr+N+o} tLl martst inorrry ocomnty good! vic8s ffit hotds Individirat ffi rir,o duat roral ü" ffi; ilil;(15) (16) (n (18) (1e) q ) @, lß, (2q (2s, @l lzt) (28t (2e) (30) (3r) Q2t (33) (31) (3.r)-  -  r  -  -  -  -  -  -  ä  
- i  -  -  - :  = a  1 5 i  X : 5 -  g -
l 0 0 l
0 0 0 0 2  2  0  0  0  0  - l  - l
fore t  Construc- h ld
0 0 0 0
5 t 7 1 0 3 2 42 33 75
3 2 1
1 1 9 3 5 3 5 0
507 504 0
I 0
3
0
0
0
3 169 t54 5 1 0
l 8l l 0 196 173
t4 53
0 0 0 0 l 6l 619
7 1 0 t 7 3 3 32
50
I
2 l 272 14 204 0 204
r67 2 159 156
43
20 9 -29 -29
e u 20 50 r2l tn zn I $? 
- 
4n n I 344 960 16 36E 156 2n 393 355 23 t0
o  o  o  o  o  l  l  4ß  ro  l  s5  55  o l  o l  x  n  o  o.......----.:-------::-
6 24 20 50 r2l 118 239 I 883 462 7t I 399 t 015 16 36E 156 2t2 4r4 376 28 l0: : : : : : : : :
s 12 80 97 91 50 l4l t72t I E54
0 1 2 0 t 2 70 39 109 762 762
le l
l 4 l
- 8
0 0 0 0
0 0 0 0
3  o l63
432 432
247
0 2 0 2 2
2 0 0 2 0 0 0 u 2 u 2
3 0 80 83 20 l0 30 4s9 459
I I 36 100 r47 2t2 168 380 3 604
247
l 0
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Trblc l5.lb. Supply and use: final and intermediate uses at basic priceg lSlC breakdown
Intermediate consumption f indusfies (by lSlC categoriesl
Uses of products
Total
uses
at basic
prices
(1)
-
t24
l 0 l
155
Taxes Agric., Mining
Trade less hunting, and
and subsidies foresüy, quarry-
transport on fishing ing
margins products {A+B} (Cl
(2) (3).. (6) C0
- - - -
Whdesale,
retailtrade,
Manufac- repair motor
turing, vehicles,
elec- Construc- hotels and
tricity tion restaurants
(D+El (Fl (G+Hf
(8) (e) (10)
E I -
Financial
interme-
diation,
Transport, real est.,
storage, other
communi- business
cation services
lll U+K!
(1 1) (12)
- -
Public
admin.,
Educ., defence
health, soc. sec
social, other
pers. public
services services
(M+N+0+PI {Ll
(13) (14)
r u -
l .
Goods and services, (by CPC sections)
Total uses
Agriculture, forestry and fishery
products
2. Ores and minerals
5
I
I
0
0
0
70
89
3 0
t 3
(0)
( l )
58
3
l9
3.
4.
Electricif, gas and water (l 7-l 8) 92 I
Manufacturing (2-4) | ee7 30 624 73 36 45
5. Construction work and
construstion, land t2(5) 245
6. Trade services, restaurant and hotel
services (6) 20r 56
7. Transport, storage and
cornmunication services
8. Business ervices
t 73
-232
3
l l 6(7)
(8) 582
1 3 2
l l n 25
t2
l 5 54 39
9. Community, social and pers. serv.
exc. pub. adm. 4 4 "I
0
l 0(e)
(el)
371
168
7 l l l
010 . Public administration
l l .
Adjustments:
Direct purchases abroad by
residents 43
t2. Dir. purchases in domestic
market by non-residents
6098n I  089 l l0
4 20t4.
346 28717.
0
4 103
9 l
58
47
42
,
46
I
13. Total uses at basic prices t32
-
0
168
0
I
I
Taxes less subsidies on products 133 38
r7 | 127 lr4 100
l8 717
13 336
130
r32 168
0
60
40
16. Total uses at purchasers' prices 4 236
Total gross value added/GDP
: :
133
18. Compensation of employees l 6 54 193
19. Taxes less subsidies on
production and imports 133
t4l
- 2 - 2 46 - 6 t2
20. Tanes on products
2t. Subsidies on products - 8
22. Other taxes less subsidies on
production - 2
*
l 0
l l
3
r5l 5
5
35
l l
- 2  46
0 2 n
3 7 8
- 6  1 2
99
4
l 8
24. Operating strplus, net
36
2 l  - 4  1 2 t27
54
47
25. Consumption of fixed capital 25
23. Mixed income, net
26. Mixed income, gross 0
7
:
35
l 7
l 8
89
228 36 36 l 97 9 9
27. Operating surplus, gross r07 3l
I 844
23 l8 l  7 ll l
l 9 l 100 478 455 ITotal output
365
Gross capital formation
Acqui-
sition
Gruss l68s
Final consumption expenditrre fixod Changes dispo
Tobr Totar Eqorts suts House- r.rprsn, ffiP-1;66 suts tr#] ik" ili:-"
indusüy econorYry Goods Services bbl holds Individual mbl tiva dual bbl tion bries ablss(r5) (16) (iD (18) (re) (20) (21,, (nt e3) eq (2s) (26) en ds)r - - - E - - - - - - - - -
E 7 7 2 7 2 5 0 2 0 2 3 2 1
9 4  6  2  2  0  0  0  0  _ l  _ l
l l 9 -  t -  3 s  3 5  0  0  o  0  0 -  0 -
- : : - -
e2s 396 507 504 0 3 0 3 169 ts4 s l0
196 173
t 4 53
l 6t 6l 9
304 23
95
I
272 54 14 204 0 204
t 6 ? 6 2 r s g 1 5 6 3 0 0
43
2 0  
_ 9  - 2 9  - 2 9
I 837 452 77 t344 960 16 36E 156 2r2 393 355 28 t0
4 6 1 0 1 5 5 5 5 0 0 0 0 2 t 2 t 0 0
l 883 462 7E 1399 I 015 16 368 156 212 4r4 376 28 l0
43
| 721 I 854
762 762
58 191
r4l
- 8
58 58
432 432
24? 247
2n 2n
442 442
qsg 459
3 604
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Asingle technique of production for each poduct
A linear fixed-coefficient prcduction frrnction.
15.126. In a modern economy with millions of products and tech-
niques, the first assumption would scem highly abstract as one
is rather rurlikcly to find an agg€gation of thcsc to properly
rcpresent techniques of prrrduction.
t5.127. Most analysis requires that transactions between producers
and useß must be valued as homogeneously as possiblc. Con-
sequentln the Syst,em nccommends thc usc of basic pticcs in
the valuation of both inputs and outputs for input-output anal-
ysis. Also valuing final uses at basic price means that thc im-
pact of various uses on the level of output valued at basic
prices canbe estimated. Therebn forexample, diffcrenccs be-
tween various classes of buyers in thc rates of taxation ans also
avoided.
15.128. The original use tables contain the elements for alternative
valuations, i.e., the alternative use table at basic prices can be
derived by combining the use table (table l5.l U) and the sup-
porting table on trade and transport margins and taxes and sub-
sidies on products (table 15.2)-a table showing entries of
margins and taxes and subsidies on products embodied in the
purchasers' prices of the intermediate use and final use
quadrants.
2. The use table at brsic pricer
15.129. The use table at basic prices is both an alternative statistical
use table and a step towards the conversion to anatytical input-
output table. Against the first interpretation, it may be noted
that intermediate and final uses calculated at basic prices are
one step further removed from basic statistics.
15.130. Table 15.4a presents the use table at basic prices. In a supply
and use table at basic prices, the columns on taxes on products
and subsidies on products, as well as the column on trade and
transport margins as it is presented in the supply table (table
15.1 S), become irrelevant. However, (nondeductible) taxes
less subsidies on products form an additional row in quadrants
I and II for intermediate use and final uses, as the total uses
continue to be valued at purchasers'prices.
3. Distinction between uio ol products from
rerident producor3 and of imported productr
15.131. In the supply and use tables presented so far, imports are
shown by products in the supply table, while not distinguished
among uses in the use table. In this recording, no information
is required on the origin (resident or foreign) of products used
by each category of demand. The principal disadvantage of
this simple method is that in most analyses the impacts of a
certain level of final demand on production of resident pro-
ducers and on imports need to be assessed separately.
t5.132. There are several ways to treat imports in the input-output
framework:
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(a) Classified by purchascrs;
(b) Classified into complementary ard comPetitive im-
ports;
(c) A separatc input-output table for imported pnoducts.
15.133. fire most comprehensive method is to prepare separate
input-output tables for imported products and products
from resident producers. The statistical requirements are
demanding, but the results allow considerable flexibility in
the treatment of imports and permit a very clear analysis of
the impact of demand on supplies from resident producerc
and foreign supplies. When it is useful for analytical and
economic policy PurPoss, such an import table may be es-
tablished eyen if an analytical symmetric input-output
table is not prepared.
15.134. In the System it is recommended in the analytical input-output
tables to make a separate input-output table for imported prod-
ucts. Thble 15.5 illustrates this method. This table is given in
the same format as the subsequent symmetric product-by-
product tables, particularly because of its orientation towards
products rather than industries. It may be added that the
method also permits the separation of technical coefficients
into resident and imported components when applied formod-
elling work.
15.135. The column totals of table I5.5 classify importsby purchasers
with no classification of imports by products. Imports are in-
stead shown in a single row entering into each category of de-
mand. The disadvantage of this method is that imports are
explicitly shown only as a margin of the input-output frame-
work which conceals the nature of the imports. It is very likely
that this method will requirc mone statistical information than
it actually reveals.
15. 136. Classifying imports only by purchaser might be refined by di-
viding imports into the two categories of complementary im-
ports and competitive imports. In this case, the effects on
production of resident producers and imports can be mot€ ac-
curately assessed. The decisions on classification may how-
ever be arbitrary in some cases and may need rcvision over
time if production by resident produceß oeases or com-
ilää';tä:IhlllälJ:il[:1n"":,ääJräJ,'
(a) Complementary products are those for which no resi-
dent industry exists and are available only from imPort";
(b) Competitive products are those for which there is a ies-
ident industry and which may thercfore b" ptoduced ei-
ther by resident producerc or imported.
Supply and use tables and inputoutput
4. GonYenion of tho upply rnd ure
tablot into rymmetric tabler
Kind of amendments to the supply and use table
15.137. Therc is a change in format to be made when converting the
supply and usc tables into symmetric tables. The description
that follows rcfers to the p,roduct-by-product tablc, in which
the columns of the table refer to inputs into the production of
a cFC group. The conversion, or transformation, can be di-
vided into three steps or amendments to the supply and use
table:
(a) Allocation of all products in the supply table to the pro-
ductive activity in which they are principally (character-
istically) produced;
(b) Rearranging the columns of the use table frrom inputs
into industries to inputs into homogeneous activities
(without aggregation of the rows);
(c) Aggregation of the detaited products (rows) of the new
use table to the homogeneous activities recognized in
the columns, if appropriate.
15.138. Step (a), in fact, involves transfers of outputs in the form of
secondary products in the suppty table. Since ggcondary prd-
ucts appear as ("off-diagonal") entries in the supply table, this
kind of transfer would be a comparatively simple matter
(merely rearange products in sequences and "move" to diag-
onal). These secondary products are treated as additions into
the activities for which they are principal and removed from
the activities in which they were produced.
15.139. Step (ä) is more complicated as the basic data on inputs relate
to industries and not to particular products produced in those
industries. The kind of conversion to be made here entails the
transfer of inputs associated with secondary outputs from the
industry in which that secondary output actually takes place to
the activity to which they principally (characteristically) be-
long. In making this transfer, two different approaches might
be taken:
By means of supplementary statistical information
By means of mechanical methods.
15.140. Supplementary statistical information strould be utilized as
much as possible, i.e., specific information on inputs required
to produce certain kinds of output, in or&r to separate out in-
Puts relating to a secondary product. Information of this kind
is usually incomplete, however. Ultimately it will be neces-
sary to resort to simple mathematical means for making the
transfers. Mathematical methods are briefly described in the
next section and will be elaborated in the Handbook on Input-
Output Tables.
15.141. Step (c) involves the aggregation of the products of the new
use table to the activities that generate them according to step
(a) and this results in a symmetric input-output table with di-
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mensions product-by-prodtrct. While these amendments
start from data based on establishment units, the resulting
cntries are brought to conform to those of units of homoge-
neous production.
15.142. The hansfer of second"ry products may also inclu& the hans-
fer of by-products. when the product produced as a by-pod-
uct is the principal product of another activity, it may be
transferred to that activity, with the inputs assumed to be at-
tributable to the poduction of the by-product. Splitting offthe
production of by-productrs in this way may not be merely dif-
ficult, but also ratherartificial ifthey cannot beseparatdtech-
nologically from the process of production in which they are
actually produced.
15.143. In summtryrthe conversion might be seen as moving from an
accounting tool designed primarily to provide a framework
within which statistics can be assembled, organized and col-
lated, to an analytical tool which is intended primarily foreco-
nomic analysis. The two kinds of tool are, however, not so very
different from each other; supply and use tables can also be
used themselves for various analytical purposes-and they al-
ready involve a lot of adjustments and analytical work-while
the symmetric tables impose even stronger accounting con-
straints on the data, since row and column totals of the input-
output table in the same classification have to be identical for
each product.
Adding analytical assumptions to basic data
15.144. The mathematical methods used when transferring outputs
and associated inputs hinge on two types of technology as-
sumptions:
(a) Industry (producer) technologn assuming that all prod-
ucts produced by an industry are produced with thesame
input structure;
(b) Product (commodity) technology, assuming that a prod-
uct has the same input structure in whichever industry it
is produced.
15. 145. The importance of the role played by the assumptions depends
on the extent of secondary production, which depends not
only on how production is organized in the economy, but also
on the statistical units and the industry breakdown in the ta-
btes. More secondary production w il I appear with institutional
units than with establishments, and more secondary produc-
tion will inevitably b" found in more detailed tables.
15.146. On theoretical grounds, which are spelt out in more detail in
the forthcomin g Handbook on National Accounting: Input-
Output tables,which is being prepared by the Statistical Divi-
sion of the United Nations Secretariat, by referring to certain
axioms of desirable properties one may come somewhat
closer to a choice between these two technology assumptions.
On this basis, the industry technology assumption performs
rather poorly, as being:
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Table 15.5. lmport matrix, basic prices (c.i.f. l
Uses of products
Goods and sertices, (by CPC sections)
Total uses
Agriculture, forestry and fishery
products
I ntermed iate consumption
Homogeneous units of production
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Transport,
Public
admin.,
Agric., Construc-
fishery, Ores Elec., tion work,
forestry and gas, Manufac- construc-
products minerals water turing tion, land
(0) (1) (17-18) (2-4) (5)
lll- 9- lll- lll- J:l-
Trade storage, Community, defence,
services, communi- social, other
restaurants, cation Business personal public
hotels services services services services Total
(6) (7) (8) (e) (el) industry
L L.11- l9l- ll9l- llll-
l .
0
T
-
--ru0
0
(0)
( l )
4.
0 2 7
- 0 7
-0 -I
-0 
100
0
--T
T
0
0
0
60
-T
27
2. Ores and rninerals
3 . Electricif, gas and water (17-18)
Manufacturing (2-4) 85
5. Construction work and
construction, land (5)
6. Trade services, restaurant and hotel
services l 5(6) 2 l
7. Transport, storage and
communication services
8. Business services
0
0
l 00
0
(7) t 6
n(8)
9. Community, social and pers. serv.
exc. pub. adm.
10. Public administration
0
-00
-00 0T-T
(e)
(el)
l l .
Adjustments:
Direct purchases abroad by residents
t2. C. i.f./f.o.b. adjustment
-ro 
m 
-m -To
-
m,1 3 . Total imports
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G ross capi_tal fu rmation
Finar consumption expepditure f;rH chrns., ff#itiüon c.ir./
. @ capirat in dispßals f.o.b.
suts Houss tlptstts TG----EiGE--lilä- Sub- forma- inven- of adjust- tmports
total holds Individual btal tiw dual rotal rion bries valuables monr Eil;---ssmc6sJt3- lltL lltL JfL ltg- J:r- Jl?L JtgL l39L J31t_ gL gL dif-
1 0 1 0 0 0 0 0 0 0 0
-d -T -l --T --T --T -rd ---o 37
1 5  1 5
l 0  l 0  0  0  0  0  0  0  0
0  0  0  0  0  0 - T  - T - - T
26
fi
0 0 0 0 0 0
43 43 20 23
- r 0  - 10
- - l I 3 - I8 - ' - - - l - - l - _ - -d - - - -0 - - -T4_ -71 - - l -T0 - - -=ß- -@-m7
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(a) Highly implausible;
(ä) Not pricc invariant, which means that values at current
prices are affected;
(c) Not scale invariant, due to its fixed market share plop
efry, which means that the coefficients that follow may
vary without change in technique;
(ö Not maintaining financial balance, which means that the
axiom of revenue being equal to cost plus value added
for each commodity is not met;
(e) The Leontief material balance (total output - input-out-
put coefficients * total output + final dcmand) is how-
ever met.
15.14.,. From the same theoretical point of view, the product (com-
modity) technology model seenu to meet the moet dcsirable
properties, i.e., the axioms of material balance, financial bal-
ance, scale invariance and price invariance. It also appeals to
conrmon sense and is found a priori more plausible than the
industry technology assumption. While the product technol-
ogy assumption thus is favoured from a theoretical and a com-
mon sense viewpoint, it may need some kind of adjustment in
practice. The automatic application of this method has often
shown results that are unacceptable, insofar as input-output
coefficients sometimes appear as extremely improbable or
even impossible. There are even numerous examples of the
method leading to negative coefficients which are clearly non-
sensical from an economic point of view. Improbable coeffi-
cients may partly be due to erros in measurement and partly
to heterogeneity (product-mix) in the industry of which the
transferred product is the principal product. Hetercgeneity re-
sults from working on aggregated data with a high occurence
of non-characteristic products. This might be overcome by
making adjustments based on supplementary information or
exploiting informed judgement to the fullest extent possible.
15.148. Further improvement of the input-output tables can be made
in the following ways:
(a) Make prcper adjustments to the basic data so as to obtain
a supply and use table of good quality, since this will in
fact mean more to the qualily of the symmetric tables
than the choice of technology assumption;
(b) Introduce other models like mixed technology models
whenevermodifications of the basic input-output model
are to be made, however complicated to implement.
15.149. Finally, it must be said that the question of technology as-
sumption should be viewed against the background of the kind
of aggregated data dealt with in the input-output framework.
Since input-output tables contain only highly aggregated
macro data, it is in fact difficult to rclate them to micro assump-
tions of a certain production technology.
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5. Symmetric inputoutput teblor
Format of the recommended tables
15.150. Symmetric means having the same dimensions, either prd-
uct-by-product or industry-by-industry. The product-by-
product table shows which products are used in the ptoduction
of which other products; the industry-by-industry table shows
which industry uses the output of which other industry. Since
the @uct-by-product table will often püove most useful,
only this table is actually described in detail in this manual. It
is shown in two versions:
(a) hoduct-by-product input-output table, i.e., table 15.6;
(ä) hoduct-by-product input-output table separating out
the part of the product flows produced by resident Pro-
ducers from the part impqted, i.o., table 15.7.
l5.l5l. The format of the product-by-product table is the familiar one
consisting of three quadrants:
(a) The upper-left pafr, quadrant I on intermediate use,
gives the name to the table, as it is shown in the form of
product-by-product (i.e., rows were products alreadn
while columns change, actually refening to homoge-
neous activities);
(b) The upper-right part, quadrant II on final use, has a for-
mat close to the corresponding use table, excePt for im-
ports (see below);
(c) l}re lower-left part, quadrant III on uses of value added,
also has a format close to that of the use table in that the
rows are the same, but thecolumns reflect homogeneous
activities, while the appended rows of the use table have
been deleted.
15.152. The symmetric tables 15.6 and 15.7, on their rows of quad-
rants I and II, have kept the same items as of the supply and
use table 15.1, i.e., an illustrative product breakdown of l0
groups, plus the three adjustment row items presented before.
By the nature of the table, the same l0 product groups now ap-
pear as colurnns in quadrant I. The separation of market prtd-
ucts from other products in intermediate use is, however, not
introduced. The columns of exports, final consumption ex-
penditure and gross capital formation in the use table and in
the product-by-product table all have more or less the same
format. The rows of uses of value added are almost identical
with the use table. Thxes and subsidies on products are not
considered uses of value added of homogeneous activities (in
columns), but are instead introduced as a single entry in order
to get GDP at market prices.
15.153. The GDP can be seen as follows:
(a) GDP from the production aPProach - the sum of gross
value added by ptoducts (homogeneoult activities) at
basic prices + single item of taxes less subsidies on prod-
ucts, all on row for total gross value added;
Suppfy and use tabfes and input-output
(b) GDP from the expenditure appoach - the sum of the
final uses catcgories at purctrasens' priccs (impoils
countod as negative), on the ßow for total uses;
(c) GDP ftom the income approach - the sum of the uses of
gross value added, in the column for the total economy.
15.154. In the fint version (table 15.6), imports are deducted in the
final use quadrant as negative elements by products (at c.i.f.
priccs and with a c.i.f./f.o.b. adjustment item to arrive at im-
ports f.o.b.). hoduct output is thus the grand total foreach row
and colurnn.
15.155. In the second version (table 15.7), the import table (table 15.5)
has been deducted from the intermediate usc and final usc
quadrants of table 15.6, so that th"y now show only uses of
output of resident producers (by product). The imported com-
ponent is shown as a separatre rrow at the bottom of that part of
the table. This allows studies of the impact of economic events
on production of resident producets and on imports separately.
ln fact, the imports table 15.5, actually makes it possible to
show every cell in quadrants I and II separated into output of
resident producets and imported products, rather than just
treating imports globally for each activity and final use cate-
gory on a separate row.
lllustrations of the product-by-product table
15.156. To illustrate the contents of the product-by-product tables the
same method of illustration is used as for the supply and use
tables earlier in the chapter. In this case, first, entries of the
composite manufacturing product as an example of individual
product flows and then some of the aggregates are illustrated,
for each of the two tables.
15.157. Illustrations of table 15.6:
Total product output, basic prices =
X.28.11  =  R28. ( l+  +10;  =  C. (16+17) . t t
Manufacturing product output, basic prices =
X.4.27 : X.28.4
Tlotal imports =
- X.14.(24 + 25)
Imported manufacturing product =
- x.4.24 = 283
T'iotal resources, basic prices =
R 14.( - 24 - 25+27) = 4,103
Supply of manufacturing product =
R 4 . (  - 2 4 - 2 5 + 2 7 )
Total resources, purchasers' prices :
R 16.( - 24 - 25+27)
Total intermediate consumption, basic prices :
X . l 4 . l l = R 1 4 . ( l + + 1 0 )  =  1 , 8 3 7
Manufacturing product for intermediate consumption, basic
prices =
371
tr14.1 I - g}s
Total intermediatc corrumption, purchasers' priccs -
X 16. l l  -  R 16.( l+ +10) - C.(14+15). l l  = 1,883
Intcnnodiatc orunrmption, ranufacturing, prclrasens' pices -
X16.4 -
Total gross value added, basic prices -
X l7 . l l  -  R l7 . ( l+  +10)  -  C . (18+ +25) . l l
Gross value added, manufacturing -
X.17.4 -
Gtoss domestic product -
X.17.29 - Rl7.( l l+28) - C.(18+ +25).29
Total national final lxrqs, basic price -
R 14.(12+lE)
Tiotal final uses, basic prices =
R 14.(12+18+22+23)
Total nesources, basic prices :
X.13.27 = C.( l+ +12).27
Total resources, purchasers' prices =
X.15.27 = C.(13+14).27
Manufacturing product for final use, basic prices =
R4.(12+lg+22) = 1,072
Total uses, basic prices =
R 14.(l l+12+18+22+23) = 41103
Manufacturing product for totat use, basic prices =
R4.(l l+12+t8+22) - l,gg7
Total national final uses, purchasers'prices =
R 16. (12+ l8 )
Total final uses, purchasers'prices =
R 16.(12+18+22+23)
Total uses, purchasers'prices =
R16.( l l+12+18+22+23)
I,043
r 1,721
6itl
- I,854
- 1,737
- 2,266
= 1,813
= 2,353
= 41236
- 41103
- 4,236
-  1,714
= 4,236
15.158. Illustrations of table 15.7 (not repeating items which are sim-
ilar in both tables):
= 3rffi
= 1,714
:E 499
: 11997
= 41236
output of manufacturing product by resident producers
for intermediate consumption, basic prices =
R.4.1I = BZs
Output of manufacturing product by resident producers for
final use -
R4.(12+18+22) = 889
Total uses, basic prices :
X.13.27:  Rl3.( l l+12+18+22+23) -  4,103
output of manufacturing product by resident producers for
total use =
R4.(l  I  + l2+18+22)
Total uses, purchasers'prices =
X.15.27 : R I 5.(l I + I 2+18+22+23')
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Table 15.6. Input-output symmetric table, basic prices-product by product
I ntermed iate consumption
Homogeneous units of production
37i
Uses of products
Agric.,
fishery, Ores
forestry and
products minerals
(0) (l)
l l l -L
Construc-
tion work,
Manufac- construc-
turing tion, land
(2-4) (5)
(4) (5)
Transport,':
Trade storage,
seryices, communi-
restaurants, cation Business
hotels services services
(6) A) (8)(6) o) (8)
- - I I I
Public
admin.,
defence,
other
public
services Total
(91) industry
(10) (1 1)
- -
Elec.,
gas,
water
(r 7-l 8)(3)
-
Comm.,
social,
personal
services(e)(e)
-- -
Goods and seruices, (by CPC sections)
Total uses
l. Agriculture, forestry and fishery
products 87
2. Ores and minerals
6
8
3 0
t 3
(0)
( l )
64
8 t
84
574
6
t
3 5
94
t t 93. Electricif, gas and water (l 7-l 8)
0
l2 8
735 l4. Manufacturing (24) 28 l 0 32 l 8 59 47 33 925
5. Construction work and
construction, land (5)
6. Trade services, restaurant and hotel
services (6) 52 93
7.
(8)8.
Transport, storage and
cornmunication services 79
Business ervices
3
3 t57l 4
(7) 32
t07 23
t4
n
1 1  6
32 299
9. Community, social and pers. serv.
exc. pub. adm.
r0. Public administration
29
0
20 39l 7(e)
(el)
100
t
1 1 .
Adjustmenß:
Direct purchases abroad by residents
t2. Dir. purchases in domestic
market by non-residents
13. C. i.f./f.o.b. adjustment
165 139 tt7 | 837
t 4 6
562t 90
0 3
A 
-93
4
t
t4.
15.
16. 56
40
n
Total uses at basic prices l 008
35
t 043
67r
l l l 86
4
l l 5  8 8
: :
r29 77
Taxes less subsidies on products 0 0
165 139
404 227
l l 8  l  883
50 | 721
152 39 762
Total uses at purchasers' prices 45
4217. Total gross value added/GDP 20 6l
t 4 n 57 3718. Compensation of employees 305
19. Ta:res less subsidies on
production and imports 58I
0
40
0
0
0
0
- l
21.
- 2 - 4 t 2
020. Taxes on products
Susidies on products
22. Other taxes less subsidies on
production - 2
t4
t0
t t
- l  4
0 35 29
1 2 3
103 ts
135 37
59 20
40 - 4 58
23. Mixed income, net
247
0
0
t0
25 20
ßn
4 9
226 432
24. Operating surplus, net - 2 9
13 
-tz
25. Consumption of fixed capital 222
26. Mixed income, gross l 5 l 5229
n
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7
4l
4
l 6
t54 | 714
36
3 t
2U
8 103
t9
96 s69
32 0
t0
168
u2
27. Operating strplus, gross 20 57 459
28. Output of producß at basic prices 87 165 3 604
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Gross capital foIlnation
Finar consumption expenditure ffif cnr*r, frXu't't'on TaxesC.i.t.l lesGeneral gofamment 
. . 
capital in disposals f.o.b. ou$ut subsidiesSub- Hous* tlptsHs TG----6liö- -- tnoäll- Sub- forma. inwn- ot Exporrs f.o.b. lmporb adlus,r- of on Tobltotal holds Individual total tiv8 dual tobl tion tories raluables Cood;---Swic€i Goodi--Täiliäi mam Foducts products economy(i2) (1s) (i4) (1s) (is) (iD (rq 
- 
(1e) (ml e1,, (nl (23) (24, (2s) (26) izn tzal ee)-  r -  -  -  -  -  -  -  - r  -  -  -  -  -  -  -
2 7 2 s 0 2 0 2 3 2 r 7 _ 3 7 87 87
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E. Some aspects of input-output compilation
l. lnput-output rtrategy
15.159. The supply and use table is both a framework for basic statis-
tics and the foundation from which the analytical input-output
tables are constructed. This sets an ambitious target including
the following elements:
(a) Supply and use table as working basis, possibly every
year and at least from time to time in great detail;
{Ul Compilation of at least "comrnodity flows" data (goods
and services account by products) annually and fully
consistent with national accounts, providing a powerful
tool for the calculation and verification of the national
(c) ffil a, analytical needs, nesponsiveness to ag-
gregation, more details and reanangements of flows.
15.160. If this ideal approach is not possible, rnathematical techniques
can be used to link benchmark year estimates to partial data for
intervening years to generate at least aggregated annual series.
2. Constant-price estimation
15.161. Chapter XVI contains a comprehensive description of the de-
composition of flows of goods and services into prices and
volumes. In fact, the supply and use tables are the most com-
plete consistent framework for constant price estimation and
provide:
(a) Interdependent measures of prices and volumes;
(b) An important check on the numerical consistency and
reliability of the entire set of such measures, interlinking
values at constant and current prices, value and volume
indices and deflators.
15.162. Constrant price measures for gross value added are possible in
the input-output framework by using the double deflation
method, as the difference between:
(a) The value of output deflated by a price index of output;
F. Purposes and uses of input-output data
l. Inputoutput as a framework
I 5. I 68. In addition to their use for analytical purposes, input-output ta-
bles and the concept of input-output serve various statistical
needs:
(a) Framework forbasic data compilation;
(b) Framework for weighting and calculation of index num-
bers;
(c) Framework for assessing quality and completeness;
(ä) The value of intermediate consumption deflated by 
"price index for the,se inputs.
15.163. In most cases, volumes or volume indices might be derived in-
directln but not without carrying out certain plausibility
, 
, checks. The price component can usually (except when infla-
' tion is high) be estimated more reliably than thq.volume com-
ponent, since price indices (deflators) tend to:be less variable
or volatile than the corresponding quantity relatives.
15.164. The deflation process may be best canied out within the
framework of the supply and use table. One possible approach
might be to adopt direct deflators for output of resident pro-
duces, imports and exports of each product, while the deflator
for *use of residents" of each product is derived residually.
15.165. Consumer price indices (CPD might have a role to play in
checking the resulting flows of household consumption ex-
penditure at purchasers' prices. This provides a close link be-
tween the nationat accounts deflator of household
consumption expenditure and the CPI.
15. 166. Constant-price estimates also involve other general issues that
become particularly important in an input-output (supply and
use) context, such as change of base year and use of chain in-
dices. These are dealt with in chapter XVI. Depending upon
circumstances and which data are found most suitable for the
various purposes, a choice has to be made between:
(a) A fixed base of Laspeyres tyPe volume measurres;
(b) More frequent rebasing, in particular annual chaining,
which may especially appeal to countries experiencing
a high degree of inflation or "structural change" in their
sconomy.
15.167. Symmetric input-output table.s hould also be prepared at con-
stant prices, both because of their wide use and because most
of the traditional input-output assumptions arc related to such
tables. They are obtained in the same way as the input-output
tables at current prices, i.e., from the supply and use tables at
constant prices.
(d) Framework for developing interrelated price and vol-
ume measures;
(e) Framework for consistency checking.
15.169. Input-output as a framework for basic data compilation is im-
portant in terms of identifying gaps and inconsisüencies in
basic data to be collected. The integration of input-output with
other parts of nationat accounts is equally important; compi-
lation of input-output tables should be closely linked to eco-
nomic statistics and national accounts in general.
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Supply and use tables and input-output
15.170. Input-output asr a framework for weighting and compilation of
index numbers musit be viewed from the central rrole input-out-
put has in the production account and goods and services ac-
count of the national accourting fmmework. As a
consequence, it becomes an invaluable frame for various pur-
poses such as:
(a) Determining the weighs in the base-year and the currcnt
year of the system of index numbers;
(b) Selecting interrelated samples for collecting integrated
series of quantity, price and value indicators;
(c) Selecting samples and weights in the various types of in-
quiries;
(d) Compiling linked and consistent series of index num-
bers of price, volume and value.
15.171. Input-output as a framework for assessing quality and com-
pleteness is particularly enhanced in national accounting
work when basing its compilation on supply and use tables.
The needs of national accounts should count heavily when
collecting new data or altering the design of existing basic
statistics. Improvements in basic statistics will inevitably
lead to improvements in the reliability of national accounts
data.
15.172. Input-output as a framework for price and volume measures is
considered a most complete environment for accurate con-
stant-price calculation. Input-output tables at constant prices
form part of the whole statistical system of price and quantity
index numbers.
15.173. Input-output as a framework for consistency checking has
been stressed various times throughout this chapter and ap-
plies as well to estimation at constant prices. The fact of de-
composing into price and volume provides yet more checks on
plausibility. Price statistics that are available should be applied
to the relevant product flows in the accounting framework.
This might mean a more sophisticated use of price deflators or
extrapolators in the balancing of products.
2. Inputoutput for analysis
15.174. Input-output tables are a powerful analytical tool. Running
from supply and use tables through symmetric input-output
tables to the inverse tables (see below) they are put to use
in various kinds of economic analysis. Some of the most
important areas in which the input-output framework is
used for analytical purposes, are listed below and described
briefly:
Analysis of production
Analysis of structure of demand, export ratios, etc.
Analysis of employment
Analysis of prices and costs
Analysis of imports required
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Analysis of investment and capital
Analysis of exports
Analysis of energy
Analysis of environment
Sensitivity analysis.
15.175. tn describing these points briefln the inversc table and the no-
tion of direct and indirect requircments should first be inno-
duced. The input structure in the columns of the input-ouput
table shows what is required of intermediate and other inputrs
to produce the corresponding output. Any incrcase in output
of a product starts a long chain of production, since the new
inputs also need to be produced, in turn r€quiring inputs of
their own. The [,eontief input-output model defines output
of each product in terms of the amounts used by other pro-
ducers and the amounts sold to final uses. This defines a set
of structural equations which express the input-output re-
lations in terms of the entries in the table or matrix. It is very
useful for analysis to express these relations in terms of co-
efficients. A coefficient table records the amount of each
product used as input per unit of output of the various prod-
ucts. By solving the basic equations, one arrives at the so-
called Leontief inverse table which shows the full impact
of a given demand for outputs on all the other producers.
Thus, the columns of the inverse table show the total input
requirements, both direct and indirect, generated by one
unit of output.
15. 176. Turning back to the applications, the basic role of input-output
analysis is to analyse the link between final demand and indus-
trial output levels. The inverse table could be used to assess the
effects on the productive system of a given level of final de-
mand. Employment implications are equally important in this
respect. Input-output tables can also be used for analysing
changes in prices stemming from changes in costs or from
changes in taxes or subsidies. The determination of the level
of imports is often a vital part of an input-output exercise, pff-
ticularly in economies where the balance of payments imposes
a constraint on their economic policies. There are both the
question of direct demand for imports, and secondly, indirect
demand for imported inputs from all industries involved di-
rectly or indirectly. The input-output framework might be ex-
tended to also cover demands for fixed assets, by relating the
investment table to output. One of the standard input-output
applications is the analysis betwecn exports and the necessary
direct and indirect inputs, some of which may be imported.
15.177. T\ere has been an increased use of input-output for more
structural analysis. Two prominent arcas might be mentioned:
energy and environment. It is possible to calculate the energy
content of the different products in intermediate and final de-
mand, and thereby direct and indirect energy needs from en-
ergy matrices, either in physical or value terms. The
input-output approach is an essential component in environ-
mental analysis, as it enables the determination of direct and
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Table 15.7.
Uses of products
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Input-output symmetric table, basic prices-product by product with imported products separated from domestic products
Intermediate consumption f indusfües
Homooeneous units of nmduetinn
Agric.,
fishery, 0res
forestry and
products minerals
(0) (l)
(1) (2',)
Construc-
Elec., tion work,
gas, Manufac- construc-
water turing tion, land
(r7-18) (2-4) (5)
sl- g- sl-
Transport,
Trade storage,
services, communi-
restaurants, cation Business
hotels services services
(6) (7) (8)
(6) (t) (8)
- - -
Comm.,
social,
personal
services(e)(e)
Public
admin.,
defence,
other
public
services Total
(91) industry
(10) (1 1)
- -
Goods and seryices, (by CPC sections)
Total uses
l. Agriculture, forestry and fishery
products 60
Ores and minerals
6
8
3 0
t 3
(0)
( l )
83
489
2
t0
37
2 l
6
I
3 . Electricif, gas and water (r7-18)
0
I
34
r r 8
4. Manufacturing (2-4\ 28
8
-41
68 32
3 5
t8 59 47 33 825
5. Construction work and
construction, land (5) 40
6. Trade seryices, restaurant and hotel
services (6) 37
7. Transport, storage and
communication services (7)
(8)8. Business services
2 2 4
ro2 t8
9 u
t 9 u
5 3
n 3 l
4 6 3
n 2 n
9. Community, social and pers. serv.
exc. pub. adm. (e) 20 100
t
39 29
t10 . (el)Public administration
l l .
Adjustments:
Direct purchases in domestic
market by non-residents
6
t65
88
l l l
l 0
90
3
93
0
2 l
0
n
44
t
12.
13.
t4.
15.
lmports 203 l0 l 0  3 0
r39
0
t n
I
t t 8
-242
I S37
46
r s83
Total uses at basic prices I 008
35
I 043
671
305
4
t t 5
0
t65
0
139
Tares less subsidies on products
Total uses at purchqsers' prices 45 56
r6. Total gross value added/GDP 42 20 6l
1 4 n
r29 77 40 404
n 9 5
227 50
rn 39
172l
762t7. Compensation of employees 57 37
18 . Taxes subsidies on production
and imports - 2 58- l 40 - 4 t2
19. Taxes on products
20. Subsidies on products
2 t . Other tares less subsidies
linked to production
22. Mixed income, net
- 2
t4
t0
t t
3
t s
40
n6
25
- l  4
0
9
- 4
35 29
20 - 2
ß  n  t 3 - r 2
t 2
103
135
1 5 8
0 ß 2
23. Operating surplus, net 37 0 247
r0 2n24. Consumption of fixed capital 5973 20
25. Mixed income, gross 1 5l 5 4 229
16 
-n 36
3 t
32 8 103
19 r%
0 u 2
l0 49
168 3 604
26. Operating surplus, gnoss 20 57
366
:
5692U27. Output of products at basic prices 87 4r t54 t7t4 165 96
377
Gross capital formation
Final consumption expenditure
Gross Acquisition
fixed Changes less
capital in disposals
c.i.t.l
f.o.b. 0utput
4l
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Taxes
less
subsidiesGeneral government
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indirect sources of pollution by linking data on emissions in
physical terms to the input-output tables. The'pollution- con-
tent of final demand can then be calculated. Input-output ta-
bles with environment-related extensions at€ a major
component of the basic framework for satellite acsounting of
the environment (chapter XXI).
15.178. Finally, input-output could also be used for various kinds of
sensitivity analysis. This analysis reveals the effects if some
variables in the output model are changed. Increased attention
has also been devoted to dynamic input-output models. The
378
essential distinction of a dynamic model is that it haces the
peth of the economy from the base year to the target year, and
it may be applied to calculate the requirements of a given final
output not only in the currcnt year, but also through direct and
indinect capital requirements in all preceding years. Dynamic
models look at the future growth path of the economy yearby
year, and while data and computational limitations presently
hinder their practical application, this may be somewhat less
of a problem in the futurc.
A.
lM. Price and volume measures
Introduction
16.1. The System provides a framework within which an integrated
set of price and volume measur€sr can be compiled which are
conceptually consistent and analytically useful. The primary
objective is not simply to provide comprchensive measurcs of
changes in prices and volumes for the main aggregates of the
System but to assemble a set of interdependent measures
which make it possible to carry out systematic and detailed
analyses of inflation and economic growth and fluctuations.
16.2. Changes over time in the values of flows of goods and services
can be directly factored into two components reflecting
changes in the prices of the goods and services concerned and
changes in their volumes. Similarly, changes in the values of
stocks of many kinds of assets can usually also be decomposed
into their own price and volume components. However, many
flows in the System, such as cash transfers, do not have price
and quantity dimensions of theirown and cannot, therefore, be
decomposed in their way. Such flows cannot be measured at
constant prices but can nevertheless be measured "in real
terms" by deflating their values by price indices in order to
measure their real purchasing power over some selected bas-
ket of goods and services that serves as numeraire. However,
there may be more than one way to do this. There may be no
obvious choice of numeraire in which to measure the purchas-
ing power and it may well be appropriate to choose different
numeraires for the units paying and receiving the same trans-
fers when these are different kinds of units-e.g., government
units and households. Moreover, a flow such as wages and sal-
aries can be treated in two quite different ways. For purposes
of analysing production and productivity in which wages and
salaries constitute costs of production, it may be necessary to
measure inputs of labourat constant input prices-i.e., at con-
stant wage and salary rates-whereas when wages and sata-
ries are recorded as receivables in the primary distribution of
income account they may need to be measured in terms of their
purchasing power over some basket of final household con-
sumption goods and services.
16.3. As the impact of changes in prices may need to be treated dif-
ferently for the two parties to the same transaction it is not pos-
sible to compile a single, consistent multi-purpose set of
accounts in real terms embracing all entries in the accounts
that would be useful for all types of economic analysis. On the
otherhand, it is feasible to compile a consistent and integratcd
set of pricc and volume meesures covering all flows of goods
and services, as recorded in the supply and use tables, for ex-
ample, and this chapter is mainly concerned with the meth-
ods that may be used for this purpose. In the final section
of the chapter, however, the measurement of real income,
as distinct from real product, is examined at the level of the
total economy.
16.4. One major advantage of compiling price and volume mea-
sures within an accounting framework, such as that provided
by the supply and use tables, is that a check is provided on the
numerical consistency and reliability of the set of measutres as
a whole. This is particularly important when every flow of
goods and services in the economy has to be covered, includ-
ing non-market goods and services whose valuation is diffi-
cult at current as well as constant prices. Free standing indices,
such as consumer price indices or industrial production indi-
c6, prcsent far fewer problems because they are much morc
restricted in their coverage.
16.5. Another advantage of compiling price and volume measures
within an accounting framework is that price or volume mea-
sures can be derived for certain important balancing items. In
particular, gross value added can be measured at constant
prices by subtracting intermediate consumption at constant
prices from output at constant prices, the so-called "doublede-
flation" method. Double deflation may be used at the level of
an individual enterprise, industry or sector, or for the total
economy as a whole by subtracting imports at constant prices
from total final expenditures at constant prices.
16.6. Although most price and volume index numbers werc devel-
oped to measure changes in prices and volumes over time,
they can also be adapted to compare levels of prices and vol-
umes between different regions or countries in the same period
of time. Such comparisons are needed in order to be able to
compare standards of living, levels of economic development
or levels of productivity in different countries and also to com-
pare the price levels in different countries when prices arccon-
verted at exchange rates. Such comparisons are important
both for purposes of economic analysis and policy-making.
The additional methodological questions raised by interna-
tional conrparisons are dealt with in a separate section below.
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16.7. fire contents of this chapter may be summanzpÄas follows:
(a) The first group of sections is concerned with inter-tem-
poral price and volume index numbers: i.e., with the
choiee of an appropriate methodology for cornpiling
intertemporal price and volume measur€s for flows of
goods and services in a national accounting context. The
constnrction of a set of suitableprice and volume indices
for the flows of goods and services in the system is the
essential fnst sbp, even if it is intended to go on to utilizc
the resulting price indiccs to compile measurcs of real
income at a later stage;
, 
.,, il"ffiXl:ilH"Tffäffi*H ;,TJ:
poses of comparing living standards or productivity
levels in differcnt countries in the same period of time;
(c) Another section deals with the consequences of price
variation and price discrimination: that is, how to treat
goods or services that are soid to different purchasers at
different prices on the same market in the same perid
of time. such differences need to be clearly distin-
B. Values, prices and quantitiesI 6 8 
*d:ü*lli#äffffiffi*Iil'ffir;
units that arc either discrete or continuously variable:
(a) Automobiles, aircraft, microcomputers, haircuts, äp-
pendectomies, etc., are examples of goods or servicesi" provided in discrete or integral units, described by g"-
neric terms such as "automobile". The quantities of such
goods and services are obtained simply by counting the
number of units;
(b) Oil, electricity, sugar, transportation, etc., are examples
of goods or services provided in units that vary contin-
uously in respect of characteristics such as weight, vol-
ume, power, duration, distance, etc. The choice of
physical unit is therefore a matter of convenience: for
example, it may be one pound, one kilo or one ton; one
gallon orone litre; one minute or one hour; etc. The price
of such a good or service is quoted in relation to the par-
ticular physical unit selected. Its absolute value is therc-
forc quite arbitrary: for example, if the price is quoted
perton it is one thousand times greaterthan if it is quoted
per kilo.
16.9. Value (v) at the level of a single, homogeneous good or serice
is equal to the price per unit of quantity (p) multiplied by the
number of guantity units (q): that is,
v = p q
In contrast to price, value is independent of the choice of quan-
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guished from price differenccs attributable to differ-
ences in qualities;
Another section is concerned with the heahent of
changes in quality over time, including the appearance
of new products and the disappearance of old products,
and also with differcnces in the quality of productrs
found in different countries. This can bc most difficult,
and the most serious practical problem encountered in
the construction of both intertemporal and international
price and volume indices. This section includes a brief
description of the use of the hedonic hlpothesis to adjust
forchanges in quality overtime, ordifferences in quality
between countries, especially forhigh technology prod-
ucts and fixed assctrs;
fire final scction considers the differences between real
product and real income at the level of the total econ-
omy. These differences may be quite substantial over
certain periods of time for open economies that experi-
ence substantial changes in their terms of trade with
other countries.
tity unit. Values have quite different dimensions frcm prices
and the terms "value" and "price" cannot be used interchange-
ably for each other. Certain important properties of quantities,
prices and values may be briefly noted:
(a) Quantities are additive only for a single homogeneous
product. Quantities of different products ane not com-
mensurate and not additive even when measured in the
same kinds of physical units. For example, it is not eco-
nomically meaningfut to add l0 tons of coal to 20 tons
of sugar, even though their combined weight of 30 tons
may provide rclevant information for other purposes,
such as loading ships or vehicles. [.ess obviously, the ad-
dition of l0 automobiles of one type to 20 automobiles
of another type may also not be economically meaning-
ful (see below);
(b) The price of a good or service is defined as the value of
one unit of that good or service. It varies directly with
the size of the unit of quantity selected and can therpfore
be made to vary arbitrarily in many cases by choosing to
measur€ in tons, for example, instead of in kilos. Prices,
like quantities, arc not additive acrloss different goods or
services. An avemge of the prices of differcnt goods or
services has no economic significancc and cannot be
used to measure price changes over time;
(c) Values are expressed in terms of a sonmon unit of cur-
rcncy and are commensurate and additive actrossl differ-
(ö
(e)
Price and volume measures
ent ptoducts. As already noted, values are invariant to
the choice of quantity unit.
16.10. The aggregation of the values of differcnt goods and services
is justifi"d by the fact that, in a market system, the relative
prices of different goods and services should reflect both their
rclative costs of production and their relative utilities to pur-
chasers, whether the latter intend to use them for production
or consumption. Relative costs and relative utilities influence
the rates at which sellers and buyers are prepared to exchange
goods and services on markets.
Uolumer
16.11. Avolume index is an average of the proportionate changes in
the quantities of a specified set of goods or services between
two periods of time. The quantities compared must be homo-
geneous, while the changes for different goods and services
must be weighted by their economic importance as measured
by their values in one or other, or both, periods. The concept
of a volume index may be illustrated by 
" 
simple example.
Consider an industry that produces two different models of au-
tomobile, one selling for twice the price of the other. From an
economic point of view these are two quite different products
even though described by the same generic term "automo-
bile". Suppose that between two periods of time:
(a) The price of each model remains constant;
(b) The total number of automobiles produced remains
constant;
(c) The proportion of higher priced models produced in-
creases from 50 per cent to 80 per cent.
It follows that the total value of the output produced increases
by 20 per cent because of the increase in the proportion of
higher-priced models. This constitutes a volume increase of
20 per cent. As each higher-priced automobile constitutes
twice as much output as each lower-priced automobile, a
switch in production from low- to high-priced models in-
crieases the volume of output even though the total number of
automobiles produced remains unchanged. The fact that the
value increase is entirely attributable to an increase in volume
also follows from the fact that no price change occurs foreither
model. The price index must remain constant in these circum-
stances.
16.12. The term "volume increase" is used in preference to "quantity
increase" because there is a possible ambiguity about the use
C. lntertemporal index numhers of prices and volumes
l. lntroduction
16.14. Aprice index is an average of the proportionate changes in the
prices of a specified set of goods and services between two pe-
riods of time. Similarly, 
" 
volume index is an average of pro-
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of the term *quantity increasc". ft is sometimes argued that the
situation described in the example is one in which the quanti-
ties remain unchanged (because the total number of automo-
biles remain unchanged), whereas the average quality of the
automobiles pnoduced incneases (because of the increase in
the proportion of higher-priced modcls). Howev€r, such an in-
terprctation is basod on a semantic confirsion due to the fact
that tlre same generic term, 'automobile-, is applied to two
products that are actually quite differcnt from an economic
point of view. It is not legitimate to add together quantities that
are not identical with each other, even though th"y may be
measured in the same kind of physical units. Adding together
quite different models of *automobiles" is no mort meaning-
ful than adding together tons of different kinds of *foods"-
for example, adding tons of ricc to tons of apples or beef. In
general, it is not possible to decompose a volume change into
a quantity change and a change in average quality. The so-
called "quantity index" has no meaning from an economic
point of view if it involves adding quantities that are not com-
mensurate. For quite different purposes, however, such as
loading aircraft, ships or vehicles, adding quantities may pro-
vide useful information. Similarly, for purposes of traffic con-
trbl or pollution, it may be useful to know the increase in the
total numbers of vehicles produced or imported, irrespective
of their price. However, such measures are not volume mea-
sures in an economic sense.
Ouantity and unit value indices
16.13. Unfortunately, it may sometimes happen, especially in the
field of foreign trade statistics, that as a result of lack of infor-
mation the data on which price and volume indices have to be
calculated are not adequate for the purpose. For example, the
basic information available may be limited to the total num-
bers of units of some group of products imported or expoild,
or their total weight: for example, the total numbers of pairs of
shoes, or total weight of equipment of certain type. Indices
built up from information of this kind are not volume indices
when the numbers, or weights, cover different items selling at
different prices. Th"y are sometimes described as "quantity
indices" for this reason. The "price" indices associated with
such indices are usually described as average or "unit value"
indices as they measure the change in the average value of
units that are not homogeneous and may thereforc be affected
by changes in the mix of items as well as by changes in their
prices. Unit value indices cannot therefore be expected to pro-
vide good measurqs of average price changes over time.
portionate changes in the quantities of a specified set of goods
and services. As already emphasized, the price and quantity
changes refer to individual goods or services as distinct from
groups of similar products. Different qualities of the same
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kind of product must be treated as separate goods or services
in this context.
16.15. In line with normal conventions, the period that sewes as the
reference point will be designated as period o and the period
which is compared with it designated as period t The two pe-
riods may be consecutive or be separated by intervening peri-
ods. Ttre ratio of the price, or quantity, of a specific product in
period t to the price, or quantity, of the same product in period
o, is described as a price relative, or quantity rclative: nameln
pdpo or etlQo. Price and quantity relatives arc purc numbers
that are independent of the units in which the quantities ar€
measured and the prices are quoted. Most in&x numbers can
be expressed as, or derived from, weighted averages of these
price or quantity relatives, the various formulas differing from
each othermainly in the weights which th"y attach to the indi-
vidual price or quantity rclatives and the particular form of av-
erages used - arithm etic, geometric, harmonic, etc.
2. Laspeyres and Paasche indices
16.16. The two most commonly used indices are the l,aspeyres and
Paasche indices. Both may be defined as weighted ayprages of
price or quantity relatives, the weights being the values of the
individual goods or services in one or other of the two periods
being compared.
I.et vi; = pij eij : the value of the rth product in period j
The l-tp"yres price index (Lp) is defined as a weighted arith-
metic average of the price relatives using the values of the ear-
lier period o as weights:
L p = vio. pi l  /pioT
I
where the summation takes place over different goods and ser-
vices. The l-rp"yres volume index (I4) is a similar weighted
average of the quantity relatives, that is:
Lq = E 
vio '!tt- / qio 'i
ff (2)
I
The period that provides the weights for an index is described
as the "base" period. It usually Out not always) coincides with
the reference period to which the comparisons relate. As the
sunmation always takes place over the same set of goods and
services it is possible to dispense with the subscript i in expres-
sions such as (l) and (2). As v; is equal to pjqjby definition, it
is also possible to substitute for vj in (l) and (2) to obtain:
L p =
and
En qo
Epoqo
Expressions (l) and (3) arc algebraically identical with each
other, as are (2) and (4).
16.17. Paasche price and volume indices arc defined reciprocally to
k"peyres indices by using the values of the later period r as
weights and a harmonic average of the rclatives instead of an
arithmetic average. A Paasche index (Pp or Pq) is defined as
follows:
P P =
Ex Enqt (5)En' po /h EP"qt
and
P q = Evt (6)
Eyt'  Qo /qt
When a time series of Paasche indices is compiled, the weights
therefore vary from one period to the next.
16.18. The Paasche index may also be interpreted as the reciprocal of
a "backward looking" l,asp"yres: that is, the reciprocal of a
*[aspeyt€s- index for period o that uses period r as the base
perid. Because of this reciprocity between laspeytes and
Paasche indice.s there arre important symmetries between
them. In particular, the product of a l,aspeyres price (volume)
index and the corrcsponding Paasche volume (pnce) index is
identical with the proportionate change in the total value of the
flow of goods or services in question, that is:
L p ' P q  =
Enqo Eptqt 
_ 
Evt
Epoqo Epqo Evo
EPqt1 4 =
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(4)
= 
EPtqt
Eptqo
(1 )E
i (7)
and
[q '  Pp  =
This relationship can be exploited whenever the total values
for both perids are known. When both E, t and E o ar€
known, one or the other out of a complementary pair of
Larpeyres and Paasche indices can be derived indirectly. For
example,
I-q =
Evt/Evo (e)
Evt/Evo
Ep"qt Ep.qt
Epqo Epoqt
=En
Evo
(8)
PP
(3)
Epoqo
and
P q =
Lp
(10)
Price and volume measures
Thus, the r ropeyres volume index can be derived indirectly
by dividing the Prcportionate change in values by the Paasche
Price index, a procedurc described as price deflation. As it is
usually easier, and less costln to calculate direct price than di-
rect volume indices, it is common to obtain volume measurcs
indirectly both in national accounts and economic statistics
generally.
Values at constant prices
16.1.9. Consider a time series of Laspeyres volume indices, namely:
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specified in some utility or production function. Assuming
that a sonsumer's expenditures are rclated to an underlying
utility function, a cost of living index may then be defrned as
the ratio of the minimum expenditures required to enable a
consumer to attain the same level of utility under the two setrs
of prices. It is equal to the amount by which the money income
of a consumer needs to be changed in order to leave the con-
sumer as well off as before the price changes occurred. This
amount depends not only on the consumer's pneferences, u
indiffercnce map, but also on the initial level of income and
expenditures of the consumer. The value of the theorctic index
is not the same for differcnt consumers with a different set of
Prefercnces, nor even for the same consumer starting ftom dif-
ferent income levels.
16.22. The following conclusions may be drawn about the rclation-
ships between l,aspeyres, Paasche and the underlying the-
oretic cost of living indices:
(a) The l-arp"yres index provides an upper bound to the
theoretic index. Suppose the consumer's income were to
be incrcar"d by the same proportion as the kspeyrcs
index. It follows that the consumer must be able to pur-
ehase the same quantities as in the base period and must
therefore be at least as well off as before. However, by
substituting products that have become relatively less
expensive for ones that have become relatively more ex-
pensive the consumer should be able to obtain a higher
level of utility. This substitution will set up a negative
correlation between the price and quantity rclatives. As
the consumer can thereby attain a higher level of utility,
the l,aspeyres price index must exceed the theoretic
index;
(ä) Similarly, the Paasche index can be shown to provide a
lower bound to the theoretic index based on the laterpe-
riod. The reasoning behind this runs along the same
lines as that just used for the larpeyres index.
16.23. While these conclusions show that the L,aspeyres and Paasche
indices provide upper and lower bounds to the corrcsponding
theorctic indices, it must be noted that two theoretic indices are
involved and not one. The theoretic index depends upon the
situation in the base period and income level which arc not the
same in the two periods. However, if it can be assumed that the
preferenpes of the consumer are homothetic-i.e., if each in-
difference curve is a uniform enlargement, or contraction, of
each other-the two theoretic indices coincide. ln this case,
the l-tp"yres and Paasche indices provide upper and lower
bounds to the same underlying theoretic index. This is still not
sufficient to identify the latter. In order to do this it is necessary
to go one step further by specifying the precise functional form
of the indifference curves. As early as 1925 it was proved that
if the utility function can be represented by 
" 
homogeneous
quadratic function (which is homothetic) Fisher's Ideal Index
(D is equal to the undertying theoretic index. Although a spe-
Epoqo Ep"qt
ff i ,m
EP"qt
EPoqo
( l  l )
(r2)
(13)
Multiplying through the series by the common denominator
Epoeoyields the constant price series:
E p o q o r ä p o q l  " ' E p o q t
The relative'movements from period to period for this series
are identical with those of the associated L"aspeyres volume in-
dices given by (l l), the two series differing only by 
" 
scalar.
Constant price series of the kind illustrat"d by (12)are easy to
understand and used extensively in national accounts. The
term volume "measure" is used to cover both time series of
monetary values at constant prices and the corresponding se-
ries of volume index numbers.
3. The relationship between Laspeyres
and Paasche indices
16.20. Before considering other possible formulas, it is necessary to
establish the behaviour of L".p"yres and Paasche indices vis-
ri-vrs each other. In general, a Larp"yres index tends to register
a larger increase over time than a Paasche index:
that is, in general
both Lp t Pp and Lq t Pq
It can be shown that relationship (13) holds wheneverthe price
and quantity relatives (weighted by values) are negatively cor-
related. Such"negative correlation is to be expected for price
takers who react to changes in relative prices by substituting
goods and services that have become relatively less expensive
for those that have become relatively more expensive. In the
vast majority of situations covered by index numbers, the
price and quantity relatives turn out to be negatively correlated
so that Laspeyres indices tend systematically to record greater
increases than Paasche with the gap between them tending to
widen with the passage of time.
The economic theoretic approach to index numbers
16.21. From the point of view of economic theory, the observed
quantities may be assumed to be functions of the prices, as
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cial casie, this result has had a considerable influence on
attitudes towards index numbers.
16.24. Fisher's Ideal Index (F) is defined as the geometric mean of
the Laspeyres and Paasche indices, that is:
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mation to it than either the L.aspeyres or Paasche indices on
their own. However, the Fisher index is not alone in this re-
spect. It has been shown that any symmetric mean of the
laspeyres and Paasche indices is likely to approximate the
theorctic index quite closeln the Fisher index being only one
example of such a symmetric mean.
16.21 . The notion of symmetry can be extended to describ" 
"ny 
index
that attaches equal weight or importance to the two situations
being compared. Another important example of a symmetric
index is the Tornqvist, or translog, index (T) the volume ver-
sion of which is defined as follows:
TP =nßqrtQd'h(m*",)]
Fp = [ro .po)k
and
Fq = [ t"  .Pr)h
L p . L q
while
P p . P q
(14)
Fisher described this index as "ideal" because it satisfies var-
ious tests that he considered important, such as the 'time rc-
versal" and "factor reversal" tests. The time revetsal test
requires that the index for rbased on o should be the reciprocal
of that for o based on f. The factor reversal test requires that the
product of the price index and the volume index should be
equal to the proportionate change in the current values,
Evr/Evo. Laspeyres and Paasche indices on their own do not
pass either of these tests. On the contrary, assuming the rela-
tionships given in (13) hold, it follows from (7), (8) and (13)
that:
wherc so and sr denote the share of the total values (v/Ev ) ac-
counted for by each product in the two periods. The Tornqvist
index is a weighted geometric average of the quantity relatives
using arithmetic averages of the value shares in the two peri-
ods as weights. The Tornqvist price index is obtained by re-
placing the quantity relatives (O/ qS in (18) by price relatives
(pt / pJ.
16.28. The Tornqvist index is commonly used to measure volumes
changes for purposes of productivity measurlement. When the
production possibilities being analysed can be represented by
a homogeneous translog production function, it can be shown
that the Tornqvist index provides an exact measure of the un-
derlying theoretic volume index. Thus, the Tornqvist index,
like the Fisher index, provides an exact measiure under certain
very specific circumstances. Both indices are examples of "su-
rffi:';i;I,i,li;:ffi f  :ff :fi :lils,nffi::
geneous quadratic and homogeneous translog functions being
particular examples of such flexible functional forms.
16.29. The Tornqvist index, like the Fisher, utilizes information on the
values in both periods for weighting purpces and attaches equal
importance to the values in both periods. For this neason, its value
may be expected to be close to that of an average of the laspeyres
and Paasche indices, such as the Fisher, especially if the index
numberspread between them is not very l.rg". thediffercncebe-
tween the numerical values of the Tornqvist and Fisher indices is
likely to be small compared with the difference between either of
them and the L,aspeyres or Paasche indices.
16.30. Thus, economic theory suggests that, in general, a symmehic
index that assigns equal weight to the two situations being
compared is to be prcferred to either the Laspeyres or Paasche
indices on theirown. the precise choice of symmetric index-
whether Fisher, Tornqvist or other superlative index-may be
of only secondary importance as all the symmetric indices are
likely to approximate each other, and the underlying theorctic
index, fairly closely, at least when the index numberspread be-
tween the Laspeyres and Paasche is not very gteat.
(15)
(16)
(18)
(17)
so that neither index passes the factor revensal test.
16.25. The Fisher index thercfore has a number of attractions that
have led it to be extensively used in general economic statis-
tics. However, it is worth noting that it also has some disad-
vantages, some practical, some conceptual:
(a) The Fisher index is demanding in its data requircments
as both the l,aspeyres and the Paasche indices have to be
calculated, thereby not only increasing costs but also
possibly leading to delays in calculation and publica-
tion;
(b) The Fisher index is not so easy to understand as
lrtp"yres or Paasche indices which can be interprcted
simply as measuring the change in the value of a speci-
fied basket of goods and services;(c) 
*TT'".::;:;f;ffi':?'[T : '.:ff:J"H:;;
index is only a special case;
(ö The Fisher index is not additively consistent. As ex-
plained below, it cannot be used to create an additive sct
of "eonstant price" data.
16.26. Although the underlying theoretic index may be unknown, the
Fisher index s@ms likely to provide a much closer approxi-
Price and volume measures
D. Ghain indicss
l. Tho robuing and linking of indicot
16.31. It is convenient to start by considcring the example of a time
series of Laspeyres volume indices on a fixed basc perid and
its associated series of values at constant prices. In the coutlo
of time, the pattrern of rclativc prices in the basc perid tcnds
to become progr€ssively less tplevant to the oconomic situa-
tions of later periods to the point at which it becomes unaccept-
able to continue nsing them to measure volurnc measues from
one Perid to the next. It may then be necessary to update thc
basc period and to link thc old series to the series on the new
base period.
16.32. For a single indcx taken in isolation linking is a simple arith-
metic operation. However, within an accounting framework it
is not possible to prcserve the accounting relationships be-
tween an aggregate and its components while at the same time
linking the aggregate and its components separately. The dif-
ficulties involved are best explained by referring to the numer-
ical example given in table 16.1.
16.33. Part I of the table presents the underlying price, quantity and
value data for two products, Aand B, and the aggregate (A+B).
It is assumed that constant price series are calculated for peri-
ods 0 to l0 using period 0 prices, with a change of base year in
Period 10. Constant price data for periods l0 onwards are cal-
culated at period 10 prices. The resulting constant price data,
and the Laspeyres volume indices forthe aggregate, are shown
in part II of the table. The question to be addressed is the best
way to link these two sets of data as a whole.
16.34. Assuming it is desired to present a continuous run of "constant
price" data from period 0 to period 15, there are several ways
in which such data could be compiled. One possibility is to
scale down the constant price data from periods l0 to l5 (cal-
culated at period l0 prices) to the general level of prices in pe-
riod 0 by multiplying through by a constant equal to
EPIQ 
ro/EP rcQro. This ensures that there is no break in conti-
nuity for the aggregate when the weights are switched from
period 0 prices to period l0 prices. It yields a set of data which,
from period l0 onwar&, is expressed at the general price level
of period 0 but at the relative prices of period 10. This solution
is illustrated in part III of the table.
16.35. The difficulty with this solution is apparent from the table. In
period 10 in which the link occurls two different sets of relative
prices have to be used. As a result, discontinuities are intro-
duced into the "constant price" series for A and B at the point
at which the switch is made from one set of relative prices to
the other. For this reason, the linked measures for A and B do
not reflect the underlying volume movements. For example,
the ratio of the "constant price" figure for A in period 15 to the
cotresponding value in period 0, namely 71.9130 = 2.40, is
very different from the actual change in the quantity of A,
namely l5/5 = 3.
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16.36. Thc samc difficulties would arise if the scries beforc the link
werc to be scaled up to the general price level of period 10. As
illustrated in part IV of table 16.I the corrstant pricc data val-
ued at the prices of pcriod 0 can be scaled up to the prices of
perid l0 by multiplying by the constantQo4 
to/WAo. Dis-
continuities are again crpated for Aand B at the point at which
the switch is made from one set of relative prices to the other.
The ratio of the *constant price" for A in period 15 to that in
perid 0 is 135156.4 - 2.39 which again is very different from
tho actual quantity chantG, 3.
16.37 . In order to prescrve the volume movements at each level of ag-
gregation, somponents have to be linked as well as the aggre-
gates. Ttris procedure is followed in parts V and VI of table
16.1. In part V the linked values are at the constant prices of
Perid 0 while in part VI they are at the constant prices of pe-
riod 10. The linked volume movements for Aand B reflect the
underlying quantity changes, while the linked volume move-
ments for the aggregate A + B take account of the change in
weights in period 10. The problem that emerges with this
method is that the constant price values for the components do
not add up to the constant price values of the aggregates after
the series have been linked. This can be seen in part V for the
linked values of period l5 at prices of 0 and in part VI for the
linked vatues of period 0 at the prices of 15. In other words
when every series at each level of aggregation is individually
linked, the resulting constant price data are not additively con-
sistent after the linking has taken place.
16.38. When data are not additively consistent, as in the last column
of part V and the first column of part VI, there is a discrepancy
between the sum of the components and the corresponding ag-
gregate at each individual level of aggregation. One way of
eliminating the discrepancy would be to distribute it in propor-
tion to the components. For example, the figures of 45 and 80
in the first column could be scaled down 42.9 and 7 4.6to make
them add to I16.5, the required total. However, this would au-
tomatically distort the volume comparisons for both A and B
in period 0 as compared with perids 10 and 15. Alternatively,
the total for (A+B) could be adjusted to make it eqtral to the
sum of the components, i.e., 125 instead of I16.5. By distort-
ing the volume comparisons at the aggregate level, however,
this would defeat the main purpose of the exercise.
16.39. A choice has to be made between the two differcnt methods
illustrated in the table. The first approach, using the scalar ad-
justment as illustrated in parts III and IV of the table, presewes
additive consistency at the expense of distorting the linked
comparisons at a detailed level. The second approach,
illustrated in parts V and VI, preserves the validity of the
linked comparisons at each level of aggregation at the cost of
destroying additive consistency. The volume movements for
the overall aggregate are the same in both cases. On balance,
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L The basic data
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Table 16.1.
Product
n
Period 0 Period | 0 Period 15
^t
A+B
Qo vo
5 3 0
32
62
Prc Qrc
9 t 2
l l
Ylo Ps
108 l l
2t8
Qs Yrs
15 165
1 l r54
319
t4l l 0t0
ll. Laspeyres
Product
Base year 0 Ease year l0
Period 0 Period | 0
Pflrc
72
187. I
r87.1
Prc?rc
108
2r8
1 87.1
Period l5
Pßqß
135
1 1 0
245
112.4
2r0.3
rtz.4
Period l0
Pflo
30
32 l l 0u
l l 6
100r00
100100
A+B 62
Index
Linked index (0) 100
Linked index (10) 53.4
f lf. Linking by scaling down values from periods 10 to l5 by ratio EpoQro/Ep,oq,o
Product Actual values
PoQo PoQrc
72
32 44
A+B 62
Linked index 187.1
= 1162lg
Scaled down to 0 price level
PrcQrc PrcQS
A 57.5 71.9
58.5 58.5
n6 l l 6 130.4
r00 1 87.1 2t0.3
fV. Linking by scaling up values from periods 0 to l0 by ralio Eproqro/t poqß- Zlgnß
Product Scaled up to l0 price level Actual velues
A
PoQo
56.4
PoQrc
135.3
82.7
2t8
Prf l rc
r08
218
. 
Prül.s
135
l r0
245
60. I l l 0
A+B r 16.5
Linked index 53.4 100 100 112.4
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The rebasing and linking of volume indices and series at constant prices: a numerical example (cont)
V. Linking individual series at prices of period 0
Product hqo hQto
7230
32
A+B 62 l l 6
Linked index 100
hQts(linkedl
90A
uuB
130.4
187.1 21o.3
Vl. Linking individual series at prices of period l0
Product
Ptoh
llinkedl Pto0ts
13545 108
80 l l 0
A+B I16.5 2r8 245
Linked index 53..4 IOO tt?,.4
Pto4-to
A
l l 0
the serond method seems preferable, given that the main pur-
pose is to obtain good price and volume measures.
16.40. When the base year is updated for constant price series in na-
tional accounüs, the problem is how to present data for years
prior to the new base year. In practice, the method illustrated
in part VI of the table is usually followed which preserves the
integrity of the volume movements at each level of aggrega-
tion at the cost of destroying additivity for years prior to the
new base year- The question of how to deal with the resulting
discrepancies is considered further below.
2. Rebasing and linking each period
Introduction
16.41. If the objective is to measure the actual movements of prices
and volumes from period to period indices should be compiled
only between consecutive time periods. Changes in prices and
volumes between periods that are separated in time are then
obtained by cumulating the short-term movements: i.e., by
linking the indices between consecutive periods together to
form "chain indices". Such chain indices have a number of
practical as well as theoretical advantages. For example, it is
H:*,TJ:, : I ;ä:,H:"ffi*';ffi: #: :,I
apart, given that products are continually disappearing from
markets to be replaced by new products, or new qualities.
Chain indices are also being increasingly demanded by econ-
omists and others for analytical purposes and are being in-
creasingly used for special purpose indices, such as consumer
price indices, in order to have indices whose weighting struc-
tures are as up-to-date and rclevant as possible.
Chain Laspeyres and Paasche indices
16.42. In order to understand the properties and behaviour of chain
indices in general, it is necessary to establish first how chain
I-tP"yres and Paasche indices behave in comparison with
fixed base indices. A chain l,asp"ytes volume index connect-
ing periods 0 and n is an index of the following form:
EPoqr Lpßz Lprflt An-ßn
Ep"%' ffi,' "' ü;;;' "' il;il' (le)
A chain Paasche volume index P[ is obtained by adding I to
each of the price subscripts in (19). Laspeyres and Paasche
price indices are obtained by interchanging the p's and 4's in
the expressions forthe volume indices.
16.43. In general, l,aspeyres indices, whether volume or price, tend
to increase more (or decrease less) than Paasche indices, but if
fixed base indices are replaced by chain indices, the index
number spread between l,"rp"yres and Paasche is likely to be
greatly reduced. The relationship between a fixed base index
and the corresponding chain index is not always the same,
however, as it must depend upon the paths followed by indi-
vidual prices and quantities over time.
16.44. If individual prices and quantities tend to incrcase or decrcase
monotonically over time it can be shown that the chain
Lasp"yres will tend to increase less than the fixed weight
L"=q
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Iaspeyres while the chain Paasche will tend to increasc mor€
than the fixed Paasche. ln these circumstances, theteforc,
chaining will reduce the indexnumberspread, possibly almost
eliminating it.
16.45. On the otherhand, if individual prices and quantities fluctuatre
so that the relative price and quantity changes occurring in ear-
lier periods are reversed in later perids, it can be shown that
the chain L,aspeyres may incrcase faster than the fixed basc
kspeyres, while the chain Paasche may increase less than the
fixed Paasche. In this case, the index number spread is in-
creased by chaining, thereby accentuating the problem of
choice of formula. It is possible to give a simple demonstration
of this effect.
16.46. Supposc that the changes in prices and quantities that occur
between the basc perid 0 and some intervening pcriod t arc
subsequently rcveßed so that by the time the final period n is
reached all the individual prices and quantities have returned
to their initial levels in period 0. As the prices and quantities
for period n ^re identical with those in period 0, it would be
reasonable to require the price and volume indices for period
n based on period 0 to be unity. The direct Laspeyres and
Paasche for period n based on period 0 would clearly both be
unity in these circumstances. However, a chain l,aspeyres (or
Paasche) that used the intervening period t as a link would not
be unity. The chain votume index is given the following ex-
pression:
EPtqn
Eplqlt
If 4n = Qo by assumption for every prduct, then the chain
index can be written as:
Epoqt Epqo , ,n
f f i ' f f i=Lq/Yq
where LO and PO are the l.aspeyres and Paasche votume indi-
ces for period t based on period 0. As Lo may be expected to
be greater than PO, it follows that the chain [,aspeyres is greater
than unity (and therefore greater than the direct Laspeyres for
perid n on period 0). This reflects the fact that a L,aspeyres
index does not satisfy Fisher's "time reversal" test. The more
the prices and quantities in period t diverge from those in pe-
riods 0 and n (i.e., the more the prices and quantities fluctuate),
the greater the difference between LO and PO, and hence the
mot€ the chained Latpeyres volume index exceeds unity in
this example.
16.47. If the whole process is repeated again and again, the chain
latp"yres volume index linking successive rounds together
will drift further and further away from unity, even though the
prices and quantities keep returning to their initial values by
as"sumption. Such drifting is a signal that the circumstances are
not appropriate for a chain index. When the sets of relative
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prices and quantities in two time perids are similar to each
other they should be compared directly and not indirectly via
another pcriod whosc relative prices and quantities are yery
different. A chain L,aspeyres, or Paasche, index should not be
uscd if the chaining involves an @onomic detour; i.e.,linking
through a period, or periods, in which the sets of relative prices
and quantities differ morc from thosc in both the first and the
last period than the latter do from each other.
16.48. Converscly, a chain index should be used when the relative
prices in the first and last periods are very different from each
other and chaining involves linking through intervening peri-
ods in which the relative priccs and quantities ane intermediate
between thosc in the first and last periods. Relative prices and
quantities ar€ described as intermediaüe when th"y may be ap-
pnoximated by some average of those in the fint and last peri-
ods. This will h"pp"n whcn the opening ptices and quantities
are transformed into those of the final perid by the gradual
:;ffi::*:":Tffä:, :[i:r#1, ff ,,; n'*
il,:J :#::ää:ffi'J 
* risons bet w een sit uat i ons that
16.49. On balance, situations favourable to the use of chain
l,a.p"yres and Paasche indices over time seem morc likely
than those that are unfavourable. The underlying economic
forces that are rcsponsible for the observed long-term changes
in relative prices and quantities, such as technological prog-
ress and increasing incoffis, do not often go into rcverse.
However, when data are collected more frequently than once
per year, regular fluctuations occur in certain monthly or quar-
terly data as a result of seasonal factors affecting the supply or
demand for individual goods orservices. Applying the conclu-
sions reached above suggests that if it is desired to measurc the
change in pricas or volumes between a given month, or quar-
ter, and the same month, or quarter, in the following year, the
change should be measured directly and not through a chain
index linking the data over all the intervening months, orquar-
ters. As noted above, even if the prices and quantities fora par-
ticular month, or quarter, were to be identical with those in the
previous year, a chained l,"rp"yres volume index could not be
expected to return to its previous level. Chaining seasonal data
that are not adjusted for seasonal fluctuations is not desirable
and fixed weight indicqs would be preferable. This does not
preclude the use of chain indices to measure year to year
changes in the conesponding annual data.
Chain Fisher or Tornqvist indices
16.50. As explained in the previous section, the index numberspread
between Laspeyres and Paasche indices may be greatly rc-
duced by chaining when prices and quantities move smoothly
over time, even if the cumulative changes in the relative prices
and quantities are quite large in the long run leading to a wide
spread between the direct lr.p"yrcs and Paasche. Indeed, in
the limit, N the time paths of prices and quantities converge
Epoqt 
.
EPoqo
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on süeady exPonential rates of increase or decline, the chain
Laspeyres and Paasche converge on a single chain index.
16.51. When the index number spread can be reduced by chaining,
the choice of index number formula assumes less significarrce
as all rclevant index numbers lie within the upper and lower
bounds of the I aspeyres and Paasche indices. Nevertheless,
therc may still be some advantages to be gained by choosing
an index such as the Fisheror Tornqvist that ü€ats both periods
b"ing compared symmetrically.
16.52. Such indices are likely to more closely approximate the
theoretic indices based on underlying utility or production
functions even though chaining may reduce the extent of
their advantages over their l-rp"yres or Paasche counter-
Parts in this respect. A chained syrnmetric index, such as
Fisher or Tornqvist, is also likely to perform better when thene
arc fluctuations in priccs and quantities. The example given in
the prcvious section showed that if all the price and quantity
changes that occur between period 0 and t are subsequently re-
versed between t and n, the chain L,arp"yres linking 0 to n
through t does not return to unity. In other words, I-aspeyres
indices do not satisfy Fisher's time reversal test. However, the
Fisher index does satisfy this test and returns to unity in the
circumstances postulated. It may be conjectured that, in gen-
eral, chain Fisher indices are likely to yield results that are
more acceptable in the presence of fluctuations. While it re-
mains desirable to avoid economic detours when compiling
chain indices (i.e., linking through periods with very different
economic structures) chain Fisher indices are likely to be
much less sensitive to such detours than chain t rp"yres or
Paasche indices.
Chaining and data coverage
16.53. One major practical problem in the construction of index num-
bers is the fact that products are continually disappearing from
markets to be replaced by new products as a result of techno-
logical progress, new discoveries, changes in tastes and fash-
ions, catastrophes of one kind or another, etc. Thus, it is not
possible to compile price and quantity relatives for every
product available in one or another period. In such situations
the best that can be done is to compile price or quantity rela-
tives for as many products as possible and then to assume that
either the price or the volume changes for the remaining prd-
ucts, which include products available in only one of the two
periods, are the same as for some similar product, or group of
products, for which price or quantity relatives can be calcu-
lated. In general, it would be more reasonable to assume equal-
ity of price than volume changes, given that some quantities
are zero in one or other period.
16.54. In a time series context, the overlap between the products
available in the two periods is almost bound to be greatest for
consecutive time periods (except for sub-annual data subject
to seasonal fluctuations). The amount of price and quantity in-
formation that can be utilized directly for the construction of
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the price or volume indices is, thercfore, likely to be maxi-
mized by compiling chain indices linking adjacent time peri-
ods. Converscln the further apart the two time periods are, the
smaller the overlap betwcen the ranges of products available
in the two periods is likcly b b, and the mote necessary it be-
com€s to rpsort to indirect methods of price comparisons
bascd on as$lmptions. Thus, the diffieulties created by the
large spnead between the dirwt l,aspeyres andPaaschc indices
for time periods that are far aprt ar€ compounded by the prac-
tical difficulties created by the poor overlap between the sets
of products available in the two perids.
Additivity and chaining
16.55. Additivity is a pncperty pertaining to a set of interdependent
index numbers related by definition or by accounting con-
straints. An aggregate is dcfined as the sum of its components.
Additivity requires this identity to be preserved when the val-
ues of both an aggregate and its components in some rcfercnce
period are extrapolated over time using a set of volume index
numbers. Although desirable from an accounting viewpoint,
additivity is actually a very restrictive property. As already
noted, l,asp"yres volume indices arc additive because extrap-
olating the base period values by l"aspeyres volume indices is
equivalent to revaluing quantities in later periods by the same
set of base period prices. Additivity implies that, at each level
of aggregation, the volume index for an aggrcgate takes the
form of a weighted arithmetic average of the volume indices
for its components that rses their base period values as
weights. This requirement virtually defines the Laspeyres
index. Other volume indices in common use are therefore not
additive.
16.56. As already shown, a single link is sufficient to destroy additiv-
ity in the linked data expressed in value terms even when ad-
ditive indices such as l-aspeyres volume indices, are linked
together. Il therefore, chain votume indices are converted into
time series of values by using the indices to extrapolate the val-
ues of the base period, components fail to add to aggregates in
later periods. For this reason it is common to publish the data
only in the form of index numbers. However, this procedure
cannot be recommended in general because it may merely
conceal the problem from useß who may be unaware of the
breakdown in additivity and its consequences. Even if they are
aware of the non-additivity, they arc not able to assess its seri-
ousness for the kinds of analysis on which they may be en-
gaged if the data are published only in index number form.
Users may be confused when the index for an aggregate is pat-
ently not a weighted arithmetic avemge of those for its com-
ponents and may wrongly conclude that therc must be errors
in the data.
16.57 . Aperverse form of non-additivity occurs when thechain index
for the aggregate lies outside the range spann"d by the chain
indices for its components, a result that may be regarded as in-
tuitively unacceptable by many users. This case cannot be dis-
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missed as very improbable. In fact, it may easily occur when
the range spann"d by the components is very narow and it has
been observed on various occasions. ln any case, publishing
data only in the form of index numbers and not as values
means abandoning any attempt to construct accounts at con-
stant prices.
16.58. When base year values are extrapolated by chain volume in-
dices therc are effectively three ways of dealing with the en-
suing non-additivity. The first is simply to publish the
non-additive "constant price" data as they stand without any
adjustment. This method is transparcnt and indicates to users
lhe extent of the problem. Users hsy, or may not choose to
eliminate the discrepancies for analytical purposes, choosing
whatever method they consider most appropriate for their pur-
poses. Some countries prefer to publish unadjusted non-addi-
tive data for these neasons. The sccond possibility is to
distribute the discrcpancies over the components at each level
of aggrcgation. This is equivalent to methods V and VI in the
table. As already explained, this procedure is not without its
cost as the volume movements for the components are dis-
torted as a result. For certain types of analysis such distortion
could be a serious disädvantage. On balance, it would seem
preferable to let users decide whether or not to eliminate the
discrepancies so that users mainly interested in volume
E. Volume measures for gross value added and GDP
16.60. The gross value added of an establishment, enterprise, indus-
try or sector is measured by the amount by which the value of
the outputs produced by that establishment, enterprise, indus-
try or sector exceeds the value of the intermediate inputs con-
sumed, the goods and services produced and consumed being
valued using the same vector of prices: i.e., by:
EpQ - Epq
where the Q's refer to outputs and the q's to intermediate in-
puts. Value added in year f at current prices is given by:
EnQt-Enqt
while value added in year t at the prices of the base year is
given by:
DpoQt - Epoqt
This measure of value added is generally described as being
obtained by "double deflation" as it can be obtained by deflat-
ing the current value of output by an appropriate (Paasche
type) price index and by similarly deflating the current value
of intermediate consumption.
16.61. lVithin an integrated set of price and volume measunes uch as
those relating to the flows of goods and services in the use ma-
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changes for particular components are not disadvantaged. A
third possibility would be to eliminate the discrepancies by
building up the values of the aggregates as the sum of the val-
ues of the components at each level of aggregation. This pro-
cedure cannot be recommended in general. Not only would it
introduce distortions into the volume movements of the aggre-
gates but it would also make the results for the aggregates de-
pend quite arbitrarily on the level of disaggregation
distinguished within the accounts. By distorting the volume
movements for the aggregates this method would appear to
defeat the whole objective of trying to obtain improved vol-
ume measures at an aggregate level through chaining.
16.59. Similar considerations have to be taken into account when
time series of fixed base taspeyrcs volume indices and their
accompanying constant price series have to be rcbased. As
noted above, assuming the rebasing is not carried backrvards,
the linked data for series prior to the new base year will not be
additive. For reasons just given, the transparent prrrcedure is
simply to publish the non-additive data without adustment
leaving it to useß to decide whether, or how to deal with the
resulting discrepancies. This doe.s not preclude the pmsibility
that there may be circumstances in which compilers may
judge it preferable to eliminate the discrcpancies in order to
improve the overall reliability of the data.
trix or an input-output table, gross value added has to be mea-
sured by double deflation method. Otherwise, it will not be
possible to balance uses and resources identically. However,
the measurement of gross value added in year t at the prices of
some base year is liable to throw into sharp relief some rmder-
lying index number problems. Vectors of prices and quantities
are not independent of each other. In practice, rclative quanti-
ties produced or consumed are functions of the relative prices
at the time. If relative prices change, relative quantities will be
adjusted in response. A process of production which is effi-
cient at one set of prices may not be very efficient at another
set of retative prices. If the other set of prices is very different
the inefficiency of the process may reveal itself in a very con-
spicuous form, namely negative gross value added. Even if the
rcvalued gross value added is not actually negative, the gross
operating surplus may change from positive to negative,
thereby signalling the fact that the production proce$ would
not be used at those prices.
16.62. Thus, the measurement of value added using a vectorof prices
that is very different from that prevailing at the time the pro-
duction process is carried out may lead to results that are not
very acceptable for analytical purposes. In a time series con-
text, this implies that the relative prices of the base year must
not be too divergent from those of the currcnt y@t,so that base
years may have to be updated frequently and some form of
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chaining used. Chain indices for value added are considered
in the next section.
l. Chain indicer for yalus added end GDP
16.63. In order to derive balancing items such as grossr value added
residually the various elements involved must be additive.
Consider the following example:
I .et
Oo - the value of output in period o;
Io = the value of intermediate consumption in period o;
Ct - the chain volume index for output in period t
Bt - the chain volume index for intermediate consump-
tion in period r.
One possibility would be to measurc the change in the volume
of value added between periods O and t by extrapolating the
base Period values of both output and intermediate input by
the relevant chain indices, as follows:
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index to lie outrside the range spanned by thg,intcrmediatre con-
sumption and value added indices. Howeüer, because chain
indices arc not additively consistent, in the long run the chain
index for output may drift outrside the range spanned by the
other two chain indices. Such cases have been observed and
documented.
16.66. It is equally possible, of course, to compile a chain volume
index for value added using Paasche type volume indices link-
ing successive periods, each link being defined as follows:
PTO EnQ-EPst (22)EnQ-r-Em$-t
Each link provides an economically meaningful measure of
the volume change in value added by using the prices of pe-
riod t to value output and intermediate consumption in both
periods.
16.67 . Athird possibility is to compile a chain volume index forvalue
added that uses a Fisher volume index for each link-i.e., the
geornetric mean of the l-aspeyres and Paasche indices given
by (21) and (22). Such an index may provide the best volume
measure of value added from a theoretical point of view. How-
ever, the chain l,aspeyrcs index should provide a very close
approximation to the chain Fisher in situations in which it is
too difficult or time consuming to calculate the Fisher.
2. Single indicators
16.68. As value added at constant prices is equal to the difference be-
tween output at constant prices and intermediate consumption
at constant prices it is affected by errors of measurcment in
both series. Assurning that such erors are at least partly ran-
dom, the errors will tend to be cumulative, making value
added extremely sensitive to error, especially in industries or
sectors where value added accounts for only a relatively small
proportion of the value of the total output. In some cases, it
may be better to abandon the attempt to measure value added
as the difference between two series subject to error and to try
to estimate the volume movements of value added directly
using only one time series-i.e., a "single indicator- instead
of double deflation. Although single indicators may be bi-
assed, they are much less sensitive to error. Over the short rtur
the potential bias involved in using single indicators may be
negligible compared with the potential errors in thedouble de-
flation estimates.
16.69. If there are good data on gross vatue added at current prices,
one alternative to double deflation is to deflate current value
added directly by 
" 
price index for gross output. This proce-
dure can be described as single deflation. It is likely to yield a
close approximation to the change in value added at constant
prices, at least in the short run. Another possible procedure is
to extrapolate value added in the base year by a volume index
for output. This method is likely to yield similar rcsults to the
OoCt - I"Bt
Or Io
(20)
However, an index such as (20) would have no clear meaning
because the chain indices C, and B, are not additive. In addi-
tion, its behaviour could be unpredictable and erratic, espe-
cially if the difference between Oo and /o is small compared
with their absolute levels. This method must be rejected on
both conceptual and practical grounds.
L6.&. When chain indices are used for output and intermediate con-
sumption, an additional chain index must be compiled for
value added itself. Suppose chain Laspeyres type volume in-
dice.s are calculated for output and intermediate consumption.
Al,aspeyres type chain volume index for value added can then
be calculated, each link in the chain being defined as follows:
LYO Epr-rQ 
- Ept-gt (2r)Epr-rQt- r - Ept-gt-r
where the capital letters refer to outputs and the small letters
to intermediate inputs. The denominator in (21) is value added
in period r-l while the numerator is obtained by revaluing the
outputs and inputs in period r at f- I prices. Expression (2 I ) can
be interpreted as measuring the change in value added be-
tween [- I and t at the prices of r- l . As constant prices are used,
the resulting measures are additively consistent.
16.65. Achain volume index for value added can be compiled in this
way using Latp"yres type volume indices for each link in the
chain. However, in common with all chain indices, it should
be noted that the three indices involved-the output index, the
input index and the value added index-are not additively
consistent among themselves. This can produce counter intu-
itive and unacceptable results in the long run. Forexample, for
each individual link in the chain it is impossible for the output
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first method and can be uscd when data are not available for
value added at current prices. The volume index used to ex-
trapolate base year value added can itself be calculated either
directly from quantity data or by deflating the current value of
output by 
"n 
appropriate price index. If the data on output at
current prices are comprehensive and reliable, the latter
method is likely to yield the better estimates.
16.70. The estimation of changes in value added at constant prices by
deflating crurent value added by an output price index or ex-
trapolating base year value added by 
"n 
output volume index
is an acceptable second-best solution when the data available
arc not sufficiently reliable and robust to permit the use of dou-
ble deflation. Unfortunately, however, it is sometimes not
even possible to obtain satisfactory estimates of price or vol-
ume changes for output-for example, ir certain market and
non-market service industries such as finance, business scr-
vices, education or defence. In these cases it may be necessary
to resort to third-best solutions by estimating movements of
value added at constant prices on the basis of the estimated
volume changes of the inputs into the industries. The inputs
may be total inputs, labour inputs on their own or intermediate
inputs on their own. For example, it is not uncommon to find
the movement of value added at constant prices estimated by
means of changes in compensation of employe€s at constant
wage rates, or even simply by changes in numbers employd,
in both market and non-market service industries. Compilers
of data may be forced to adopt such expedients, even when
there is no good reason to assume that labour productivity re-
mains unchanged in the short- or long-term. Sometimes, vol-
ume changes for intermediate inputs may be used: for
example, short-term movements of value added at constant
prices for the construction industry may be estimated from
changes in the volume of building materials consumed-ce-
ment, bricks, timber, etc. The use of indicators of this kind may
be the only way in which to estimate short-term movements in
output or value added, but they are not acceptable over long
time periods.
3. GDP volume
16.71. Movements in the volume of GDP are always calculated by re-
calculating the values of the various components of GDPat the
constant prices either of the previous year or of some fixed
base year. Thus, the volume measure of GDP is frequently re-
fened to as *GDP at constant prices". When time series are
constructed by multiplying the values of the base yearby fixed
base lrtp"yres volume indics, it is appropriate to describe
the resulting series as being at the constant prices of the base
year. However, when the values of the base year are extrapo-
lated by multiplying them by annual chain volume indices it
is no longer strictly correct to describe them in this way. This
is reflected by the non-additivity of the resulting data. Never-
theless, the series of values are expressed at the general price
level of the base year and it is convenient to continue to de-
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scribe them as being -at constant prices". It is prcferable to
avoid the term'rpal GDP" as this may suggest the deflation of
GDP by some general price not necessarily that of GDP itself.
16.72. Changes in the volume of GDP for the total @onomy may be
calculated from the expenditure side from data on final expen-
ditures and imports. The double deflation method used to mea-
sut€ gross value added at the level of an industry or sector may
be applied at the level of the total economy by replacing output
and intermediate consumption by final expenditures and im-
ports.
16.73. The conclusions reached above with rcgard to the measurc-
ment of real value added by industry or sector apply equally at
the level of the total economy and may be summarized as fol-
lows:
(a) The prcferred measurre of year to year movements of
GDP volume is a Fisher volume index; changes over
longer perids being obtained by chaining: i.e., by cu-
mulating the year to year movements;
(b) The preferred measure of year to year inflation for GDP
is, therefore, a Fisher price index; price changes over
long perids being obtained by chaining the yearto year
price movements: the measurement of inflation is ac-
corded equal priority with the volume movements;
(c) Chain indices that use l,aspeyres volume indices to
measure year to year movements in the volume of GDP
and Paasche price indices to measure year to year infla-
tion provide acceptable alternatives to Fisher indices;
@ The chain indices for total final expenditures, imports
and GDPcannot be additively consistent whicheverfor-
mula is used, but this need not prevent time series of val-
ues being compiled by extrapolating base yearvalues by
the appropriate chain indices;
(e) Chain indices should only be used to measure year-to-
year movements and not quarter to quarter movements.
16.74. Two further advantages of using chain indices for GDP may
be noted. The quality of the inflation measures is greatly im-
proved compared with the year-to-year movements in the im-
plicit Paasche type deflators calculated on a rcference period.
Asecond advantage is that chaining avoids introducing appar-
ent changes in growth or inflation as a result of changing the
base year. When the base year for a time series of fixed weight
Laspeyres type volume indices is brought forward, the under-
lying trend rate of growth may appear to slow down if the pre-
vious base has become very out of date. This slowing down is
difficult to explain to users and may bring the credibility of the
measures into question.
4. Thc publication of altornativc volumc rnd prico rerior
16.75. Although the prefened measurc of real growth and inflation
for GDP is a chain Fisher index, or alternatively a chain
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kspeynes or Paasche index, it must be recognizßÄ that the
lack of additive consistrency can be a serious disadvantage for
many type of analysis in which the interrelationships be-
tween various flows in the economy are the main focus of in-
terest. Most macroeoonometric models fall into this category.
It is thercforc nacommended that disaggregated constant price
data should be compiled and published in addition to the chain
indices for the main aggregates. The need to publish two sets
of data that may appear to conflict with each other should be
readily appreciated by analysts engaged in macrceconometric
modelling and forecasting. Users whose interests are confined
to a few global measures of real growth and inflation can be
advised to utilize the chain indices and ignore the more de-
tailed constant price estimates.
16.76. Constant price series have nevertheless to be rebased in the
couße of time. In general, constant price series strould not be
allowed to run for more than five, or at the most, ten years
without rebasing. It is therefore recornmended that disaggre-
F. International price and volume indices
16.78. It is possible to compare prices and volumes between coun-
tries using the same general methodology as for intertemporal
comparisons within a single country. International volume in-
dices are needed in order to compare levels of productivity or
standards of living in different countries, while comparisons
of prices can be used to measure purchasing power parities be-
tween different currencies.
16.79. However, the theory of index numbers developed in a time se-
ries context cannot be applied mechanically to international
comparisons simply by replacing the term "period" by the
term "country". International comparisons differ in a number
of respects:
(a) In time series, it is customary to compare two time peri-
ods of the same duration, such as a year. In international
comparisons, however, it is not customary to compare
areas or regions of equal size. On the contrary compar-
isons may be made between economies that are of en-
tirely different orders of magnitude, one perhaps being
l0 or 100 times greater than the other. It is as though a
volume comparison were to be made between a com-
plete decade and a single year. It is difficult to interpret
such data as if they were different points on the same un-
derlying production function. It is also less obvious that
two economie.s of very different sizes should be treated
symmetrically;
(b) countries are also modifiable units. They can be disag-
gregated into smaller units, such as regions, or aggre-
gated into larger blocks such as free trade areas or
economic communities. Price and volume measures are
needed for blocks as well as individual countries. In
these circumstances, the weight attached to the eco-
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gatcd constant price data should be publishcd for as many of
thc flows of goods and scwices in the System as pocsible, with
a change of basc year about every five yeans, lVhcn the basc
year is changed it is customary to link the data on thc old base
to the data on the new basc rather than to carry the rebasing
bachvards.
16.77. ln effect, the underlying issue is not whether to chnin or not
but how oftcn to rebase. Sooner or laüer the base year for fixed
weight Laspeyres volume indices and their associated eon-
stant price series has to be updated beausc the prices of tlre
base year become increasingly irrelevant. When the basc year
is updated, series on the old base have to be linlcd to those on
the new basc. Thus, sooner or latcr additivity is lost as a n*ult
of linking (assuming the rebasing is not carried backwards).
[.ong ruxl of data, thereforc, almosl inevitably involve some
form of chain indice. Annual chaining is simply the limiting
case in which rebasing is carried out each year instead of every
' five or ten years.
nomic activities in a country ought to be invariant to
whether the country is considered as a group of regions,
a unit in itself or as part of a larger international block;
(c) In time series there is continuity between the prices and
quantities in successive time periods as the prices and
quantities move over time. There is no such continuity
between prices and quantities in different countries. In
consequence there is no obvious, objective way in
which countries can be ordered for purposes of compil-
ing chain indices. Chain indices cannot be expected to
play the same role in international comparisons as in
intertemporal price and volume measurement.
l. Binary comparisons
16.80. Price and volume indices may be compiled between pairs of
countries using the same kinds of index numbers as those used
to measure changes between time periods. A L,aspeyres type
volume index for country B based on country A may be de-
fined as follows:
= 
Evl qb/ qa 
= 
Ep^qa (23)Ev" Epaqa
The fact that the prices in the two countries may be expressed
in different currency units is immaterial as only the prices and
values in country A are used. The exchange rate between the
two countries is irrelevant and plays no part in the comparison.
Volume indices such as (23) may be calculated forany flow of
goods and services but in practice they have been calculated
mainly for total final domestic expenditure and its compo-
Lq
a b
System of National Accounts 1993
nents-household final consumption expenditurc, govern-
ment final @nsumption expenditurc, and gross fixed capital
formation. It is, of course, equally possible to utilizc the prices
and values in country B as weights by defining a Paasche type
volume index for B based on A as follows:
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the prices of goods and services in country B, when converted
into A's cunency at the currcnt exchange rate, exceed, or fall
below, the prices of the same goods and services in country A.
Srch infqrnation is useful for individuals c institutional units
moving from one oountry to anotherorengaged in economic ac-
tivities within both ountries. As the PPk typically rclate to do-
mestic final expenditures, th"y are not fuigncd fq the analysis
of international flows of goods and senrices but may still be of
conside,rable inter€st for the analysis of foreign hade.
16.84. There is a systematic tendency, observed in many empirical
investigations, for the domestic price level to be positively
correlated with the volume of per capita GDP. As price levels
may vary considerably between countries, comparisons of per
capita GDP in a common curency using exchange rates must
not be interpreted as measuring volume differcnces only. Such
differences in per capita GDP are likely to reflect differcnces
in domestic price levels as well as difference in volumes. Thus,
differences in per capita GDP based on exchange rates tend to
exceed the differences in the volumes of per capita GDR es-
pecially when comparisons are made between developed and
developing countries with very different standards of living.
The spread between Laspeyres and Paasche indices
16.85. Intertemporal price and volume comparisons tend to be con-
fined either to adjacent time periods or to perigds that are not
very far apart. fire differcnces between the patterns of relative
prices and quantities for two different time perids for the
same country tend, thercfore, to be relatively small compared
with those found between different countries, especially be-
tween countries with different standards of living, cultures and
climates. International price and quantity rclatives also tend to
be negatively correlated. Institutional units in a country tend
to purchase retatively more of goods and services that are rel-
atively cheap in that country compared with other countries.
This negative corelation, when combined with substantial
differences in the patterns of relative prices, is capable of gen-
erating a large spread between the l,aspeyres and Paasche in-
dices, both for prices and volumes. For example, the
Laspeyres volume index for country B based on country A
using A s prices has been observed to be more than twice as
large as the coresponding Paasche index using B's prices. Di-
rect quantitative comparisons between economic situations
that have little in common with each other arc inherently dif-
ficult, not only in terms of finding sufficient sommon data on
which to base a meaningful comparison, but also from a con-
ceptual and theoretical viewpoint. Indeed, there may come a
point at which it ceases to be useful to attempt such compari-
sons, although some analysts and policy makers nevertheless
may insist on trying to make them.
16.86. Given the existence of such large index number spreads be-
tween the Laspeyrcs and Paasche indices, it is inevitable that
some average of the two, such as Fisher's index, should be
widely used for international comparisons. Fisher indices ap
oe _ Ert EpWu
"'b- E,b. qJqb Epw^
(24)
16.81. Given the complementary relationships between laspeyres
and Paasche price and volume indices noted earlier, it follows
that the l,aspeyres volume index for B based on A can be de-
rived indirectly by deflating the ratio of the values in B and A,
each expresscd in their own curencies, by the Paasche price
index for B based on A. This Paasche index is defined as fol-
lows:
Evu Epwv (2s)FP=
a b Ev u ' pa/ pb Ep^qu
The individual price relatives , pJpb,that enter into the calcu-
lation of (25) are ratios of the prices of the same products in
the two countries. It is much less easy to ensurc that the same
product is being priced in different countries than to collect
prices for the same product in different time periods within the
same country. By careful specification and identification of
products, however, price relatives can be calculated directly
from information collected in price surveys in differcnt coun-
tries, but there is little doubt that it is more difficult to compile
reliable international than intertemporal price relat ives.
Purchasing power parities
16.82. In an international index such as (25), the prices in each coun-
try are quoted in its own cuffency units. Each of the individual
price relatives Np^can, therefore, be interpreted as measur-
ing the number of units of B's curency that arc needed in B to
purchase the same quantity of an individual good or service as
I unit of A s cunency will purchase in A. This ratio is usually
described as the purchasing power parity (PPP) between the
two cunencies for the particular good or service in question.
Thus, a weighted harmonic average of the individual PPPs
such as (25) is better described as a Paasche type PPP index
than a price index. It is, of course, equally possible to calculate
the l,aspeyres type PPP index for B based on A using the ex-
penditures in country Aas weights.
16.83. In practice, PPP indices are mainly used to derive international
volume indices by using them to deflate ratios of values in na-
tional cunencies. They also have considerable intrinsic inter-
est in themselves. Th"y have the same dimensions as
exchange rates and may be directly compared with the latter.
Dividing a PPP index by the coresponding exchange rate
yields a price index that is similar to an intertemporal price
index. Such an index shows the average percentage by which
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peal particularly to third parties, such as international orsupra-
national organizations, that do not assign priority to the prices
or expenditurc patterns in either of the two countries.
2. Multilatoral Gomparisonr
16.87. The need for multilateral international comparisons may arise
for various raasons: for example, when an international orga-
nization needs to know the rclative sizes of the GDPs of all of
its member countries or when aggregates for bloclcs of coun-
tries are needed. Such aggregaües can also serve as nonns by
which the situations of individual member countries can be
appnaised. In these cases the block constitutes an entity in iüs
own right with its own characteristics. Unique, objectiverank-
ings of the volumes of GDR or per capita GDR for all the
countries in the block require multilateral measures.
Transitivity
16.88. Consider a group of n countries A, B, C, D, etc. As binary com-
parisons of volumes and prices may be made between any pair
of countries, the total number of possible binary comparisons
is equal to n(n-l)lz.Irt the price, or volume, index number for
country j based on country i be written as ilj. A set of indices
is said to be transitive when the following condition holds for
every pair of indices in the set:
= 
i l t (26)
This condition implies that the direct (binary) index for coun-
try k based on country i is equal to the indirect index obtained
by multiplying the direct (binary) index for country j based on
country i by the direct (binary) index for country k based on
country j. The indirect index is, in fact, the chain index con-
necting k and i using j as the link country. If the entire set of
indices is transitive, the indirect indices connecting pairs of
countries are always equal to the corresponding direct indices.
In practice, none of the standard indices in common use-
such as l,aspeyres, Paasche or Fisher-is transitive.
16.89. Transitivity is not important in a time series context because
time periods form an ordered sequence. For this reason, there
is little interest in direct comparisons between all possible
pairs of time periods. Direct comparisons tend to be confined
either to comparisons with a selected base period, typically the
first period in the sequence (leading to fixed base l,aspeyres
or Paasche indices) or to comparisons between consecutive
time periods (leading to chain indices). Comparisons between
other possible pairs of periods are not usually needed or un-
dertaken.
16.90. However, no one country in a group of countries has the same
status as the first period in a time series. There is usually no
good economic reason why one particular country should be
singled out to assume the role of base country. Moreover, the
choice of base can be much nlore critical in an international
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context as patterns of rclative prices and quantities arc capable
of differing much more between countries than between suc-
cessive time periods within the same country. In gene,ral, the
use of a single country as base country is not likety to be ac-
ceptable to rrsens when thc resulg arc so sensitivc to the sub
jective choice of the country to act as base.
16.91. The objective is to find a multilateral method that generates a
transitive set of price and volume measurcs while at the same
time assigning equal weight either to all countries or to all eco-
nomic activities whetcver they takc place. firere atn two quiüe
different approaches that may bc uscd. The fint achieves han-
sitivity by using the average priccs within thc block to calcu-
late the multilateral volume indices. The second starts ftom the
binary comparisors between all possible pairs of countries
and transforms them in such a way as to impose hansitivity.
The block approach
16.92. The block approach assigns priority to the economic charac-
teristics of the blockas a whole. The most widely used method
in this category is one in which the average prices of the block
are used to revatue quantities in all countries in the block This
automätically ensures transitivity. The volume index forcoun-
try B relative to country A is therefore defined as:
"G\= #^ (27)i l j  ' j l k
The average price p for each individual good or service is de-
fined in the normal way as its total value in the bloclq ex-
pressed in some common cwrency, divided by its total
(28)
where the summation is over the different countries in the
block. The term c; in expression (28) is a currcncy convertor,
that could be either a market exchange rate or a PPR that is
used to convert each pjrlj into the common cunency. In the
limit, the block consists of all countries in the world. The use
of average world prices has certain attractions, including sim-
plicity and transparency, both from an economic and a statis-
tical viewpoint. The use of world prices ensures that volume
comParisons are not affected by the way in which blocks of
countries are defiDd, by the subsequent inclusion or exclu-
sion of countries from a particular bloch or by the way in
which countries may be grouped hierarchically to form re-
gional blocks. It facilitates the aggregation of data fordifferpnt
countries that make up regional blocks and comparisons be-
tween the aggregate data for such blocks.
16.93. The most common block method is the Geary Khamis (GK)
method in which the curency convertors used in (28) are the
quantity:
)" tpiqiJ
F= ztl:
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PPPs implied by the volume indices defined by (27). ln this
method, the average prices and PPPs arc interdependent being
defined by .n underlying set of simultaneous equations. In
practice, they can be derived iteratively. The fnst step is to use
exchangera es as crurency convertorstocalculatcan initial set
of average priceq and then to use the rcsulting volume indices
to derive the implied set of PPPs. The latter are then used to
calculate a second set of average prices, volume indices and
PPPs, etc. This iterative prccess converges quickly. Alterna-
tively, the PPPs and average prices can be obtained directly by
solving the underlying set of simultan@us equations.
16.94. The average prices defined by (28) play the same rcle in inter-
national comparisons as the constant prices of the base perid
play in a time series of Laspeyres volume indices on a fixed
base. The use of constant prices ensunes that the resulting vol-
ume indices between all pairs of courtries must be transitive:
clearly,
EFqu 
= IPA LFq'*
LFqi EFqi Epq: (2e)
whatever average prices are used.
16.95. Ablock method such as the GK method has the following ad-
vantages:
(a) The block of countries is recognized as an entity in itself
with its own vector of relative prices that is used for vol-
ume measurements within the block;
(b) The use of a single vector of prices ensures that the re-
sulting volume measures, and associated implicit PPPs,
are all transitive;
(c) The volume measures are additively consistent and can
be presented in value terms using the average prices of
the block expressed in the common curency in a user
friendly way;
(ö Because the same vector of prices is used for all coun-
tries, it is possible to compare the relative amounts of re-
sources allocated for different purposes in different
countries, such as the shares of GDP devoted to gross
fixed capital formation, or to expenditures on health, ed-
ucation or research and development.
16.96. On the other hand it can be argued that the volume compari-
sons for individual aggregates are not all optimal. The diffi-
culty is that relative prices and quantities in some countries are
bound to diverge more than others frorn the averages for the
block as a whole. Suppose country .{s relative prices are close
to the average for the block while country B's diverge because
B is atypical. Country B might, for example, be relatively rich
or relatively poor compared with the rest of the block. When
the average prices for the block are used, the volume index for
B on A is likely to be close to a Laspeyres index based on A
ild, therefore, greater than a symmetric binary index, such as
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Fisher's index. This may be consider€d a disadvantage forthe
two countries corrsidered in isolation although it cannot be as-
sumed that symmetric binary measrrcs are optimal in a multi-
lateral context. The fact that symmetric binary measures are
intransitive shows that they are mutually inconsistent from the
point of view of the block as a whole.
The binary approach
16.97. fui alternative approach to the calculation of a set of multilat-
eral volume measurles and PPPs is a start from the binary com-
parisons between all possible n(n-I)12 pairs of countries. [f
each binary comparison is corrsidered in isolation, th" pr-
ferred measune is likely to be a Fisher.
16.98. Fisher indices arc not transitive but it is possible to derive from
them a set of n-l hansitive indices that resemble the original
Fisher indices as closely a" possible, using the haditional cri-
terion of least squares for this purpose. Minimizing the devia-
tions between the original Fisher indices and the desired
transitive indices leads to the so-called EKS formula proposed
independently by Eltetes, Kovecs and Sculz.
16.99. The EKS index utilizes all the indirect indices linking country
i and country k as well as the direct index betwecn them. The
indirect volume index between i and k via country j is a chain
index that uses country j as the link country: that is, if iF; is the
Fisher volume index between countries i and j, the indirect
index between i and k that uses j as the link is then the index
iFj.jFf. The EKS index between countries i and k is the geo-
metric average of the direct index between i and k and every
possible indirect index connecting countries i and lq in which
the direct index is given twice the weight of each indirect
index. Transitivity is achieved by involving every other
country in the block in the EKS index for any given pair of
countries.
16. 100. The EKS index is not additively consistent. The consequences
are similar to those for chain indices in a time series context.
It is not possible to convert the EKS volume indices for an ag-
gregate and its components into a set of values, expressed in a
common curency, in such a way that the values of the compo-
nents of some a1pgate add up to the value of that aggrcgate.
Thus, in contrast to the GK method, it is not possible to prasent
the results for a group of countries in the form of a table with
countries in the columns and the various final expenditure
components in the rows, in which the values add up in the col-
umns as well as acnoss the rows.
16.10l. As in the analogous time series case, the discrepancies be-
tween the values of the aggregates and the sums of theircom-
ponents could be eliminated in mechanical ways either by
distributing the discrepancies over the various components or
by defining aggregatas as the sums of theircomponents. How-
ever, as already explained, such methods distort the compari-
sons between pairs of countries either for the components or
for the aggregates, whichever method is adopted.
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The publication of afternative volume and price measures
16.102. The GK and the EKS methods have the same kind of advan-
tages and disadvantages as fixed price volume indices and
chain volume indices in a time series context. The EKS index
may provide the best possible transitive measurc for a single
aggregate between a pair of countries, in much the same way
as a chain Fisher index may provide the best possible measurc
of the movement of a single aggrcgate over time. However,
lack of additive consistency is a disadvantage when compar-
ing interrclated aggregates for several countries within an ac-
counting framework for example, analyses that require
information on the relative shares of resources devoted to par-
ticular Purposes in differcnt countries or analyses that involve
differcnces in relative prices. The GK method is better suited
to structural analyses of this kind. It enables individual types
of expenditures to be summed actoss all the countries to obtain
agSrcgates for the block exactly as if the different countries
werc simply different regions within a country. The GK
method recognizes the block as an entity in itself and utilizes
its characteristics for measurements within the block. On the
other hand, the EKS method adopts an atomistic approach by
treating the countries themselves as independent entities
whose relative sizes are first determined by comparing each
country with each other country and then seeks to disturb these
measures as little as possible when transforming them into a
set of transitive measures.
16.103. In general, the methods used to compile statistics must be in-
fluenced by the purposes for which they are to be used. As in
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the case of time scries of national accounts, it is thereforc sug-
gested that two scts of data should be compiled and published:
(a) EKS indices should be compiled for GDP and the main
expenditure aggregates-household final con$rmption
expenditures, govenrment final consumption expendi-
tures and $oss capital formation. Thesc would consist
of both volume and PPP indices. The EKS indices arc
most useful forpurposcs of comparing individual aggre-
gates taken in isolation, such as GDPor total household
sonsumption;
(b) GK results should also be published in the form of val-
ues at the average prices of the block of countries ex-
prcssed in some common cunency such as the US
dollar. As these data arc additively consistent, they can
be published in full detail for the benefit of users inter-
ested in interrelationships between components and ag-
gregates. Such data are needed for structural analyses
involving ratios and shares.
16.104. These conclusions are similarto those reached for intertempo-
ral comparisons. In both cases, the best measuries for individ-
ual aggregates, such as GDR taken in isolation are provided
by indices that are not additive-chain indices in a time series
context and EKS indices in an international context. As sets of
additive data are also needed for modelling and analytical
work, it is also necessary to provide data in the form of values
at constant prices-either at the prices of some base period or
at the avemge prices of a block of countries.
G. The treatment of differences and changes in quality
l. Ouality differences, price variation
and price discrimination
16.105. In general, most types of goods or services, whether simple
fodd products such as potatoes or high technology products
such as computers, are available on the market in many differ-
ent qualities whose physical characteristics differ from each
other. For example, potatoes may be old or ne% red or white,
washed or unwashed, loose or prepacked, graded or ungraded,
etc. Unwashed, loose, old red potatoes are clearly different
qualities of potatoes from washed, prepacked, new white po-
tatoes. Consumers recognize and appreciate the differences
and are prepared to pay different prices.
16.106. The expression "different qualities" is used to cover sets of
goods or services whose characteristics are sufficiently differ-
ent to make them distinguishable from each other from an eco-
nomic point of view but which are sufficiently similar to each
other to be described by the same generic term, such as potato,
computer or transportation. Different prices are charged for
different qualities of the same kinds of goods or services in
much the same way that different prices are charged for goods
orservices which are generically different from each otherand
described by different names. Different qualities have to be
treated in exactly the same way as different kinds of goods or
services.
16.107. Differences in quality that are attributable to differences in the
physical characteristics of the goods or services concerned are
easily recogni zd,but not all differences in quality are of this
kind. There are other factors which can give rise to differences
in quality. For example, goods or services delivered in differ-
ent locations, or at different times, must be treated as different
qualities even if they are otherwise physically identical. These
differences stem from the fact that the marginal utility of a par-
ticular kind of good or service for purchasers or consumers sit-
uated in one location may be very different from that for
purchasers in other locations, while the costs of delivering
goods or services in different locations also vary. Transporting
a good to a location in which it is in greaterdemand is a process
of production in its own right in which the good is transformed
into a higher quality good.
16.108. Similarly, goods or services provided at different times of the
day or at different periods of the year must be treated as differ-
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ent qualities even if they are otherwisc identical. Forexample,
electricity or transport provided at peak times must be treated
as being of higher quality than the same amount of electricity
or transport provided at off-peak times. The fact that peaks
exist shows that purchasers or us{ers attach greater utility to the
services at these times, while the marginal costs of production
are usually higher at peak times. the different prices or rates
charged at peak and off-peak times provide measurcs of these
differences in quality. Similarln fnrit and vegetables supplied
out of season must be treated as higher qualities than the same
fruit and vegetables in season which are cheaper to produce
and of which consumers may be satiated.
16.109. Apart from differences in location or timing there are other
factors which may contribute to quality differcncres. Forexam-
ple, theconditions of sale, orcircumstances orenvironment in
which the goods or services are supplied or delivered can
make an important contribution to differences in quality. A
restaurant meal provided with more attentive service in more
luxuriousi or pleasant surroundings is a higher quality meal
than exactly the same food and drink provided with less ser-
vice in a less pleasant environment. A durable good sold with
a guarantee, or free after-sales service, is higher quality than
the same good sold without guarantee or sewice. Thus, the
same goods or services sold by different kinds of retailers,
such as local shops, specialist shops, department stores or su-
permarkets may have to be treated as different qualities for
these kinds of reasons. Alternatively, the goods may be envis-
aged as being parts of different composite products which in-
corporate different amounts, or kinds, of retail sewices.
Purchasers in large superrnarkets may have to find, select and
transport their own purchases to check-outs, but they are also
offered the advantage of greater choice and the opportunity to
reduce the amount of time spent shopping by making pur-
chases in bulk. All these kinds of factons introduce qualitative
differences.
16.110. In general, therefore, it is necessary to pay attention to differ-
ences in the situation, or conditions, in which goods and ser-
vices are supplied, as prima facie these may all be expected to
introduce qualitative differences into the goods or services
supplied. In economic theory it is generally assumed that
whenever a difference in price is found between two goods
and services which appear to be physically identical there
must be some other factor, such as location, timing, conditions
of sale, etc., which is introducing a difference in quality. Oth-
envise, it can be argued that the difference could not persist,
as rational purchasers would always buy lower priced items
and no sales would take place at higher prices. In most cases,
thereforc, differences in prices at the same moment of time
must be taken as prima facie evidence that the goods or ser-
vices concerned represent different qualities of the same gen-
eral kind of good or service. As explained in the first section
of this chapter, this implies that if there is a switch towards
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higher priccd-i.e., higher quality-goods or services, this
will be recorded as an increase in volume and not price.
16.l I l. Nevertheless, it must be questioned whether the existence of
observed price differences always implies corresponding dif-
ferences in quality. Therc are strong assumptions underlying
the standard argument which are seldom made explicit and are
often not satisfied in practice: for example, that purchasers are
well informed and that they are free to choosc between goods
and services offered at different prices.
16.112. First, purchasers may not be properly informed about existing
price differences and may thercforc inadvertently buy at
higher pricrers. tf/hile th"y may be expected to search out for the
lowest prices, costs are incurred in the Focess. Given the un-
certainty and lackof information, the potential costs incurred
by searching for outlets in which there is only a possibility that
the same goods and services may be sold at lower prices may
be greater than the potential savings on expenditures, so that a
rational purchaser may be prepared to accept the risk that he
or she may not be buying at the lowest price. Situations in
which the individual buyers or sellers negotiate, or bargain
over prices, provide further examples in which purchasers
may inadvertently buy at a higher price than may be found
elsewhere. On the other hand, the differenoe between the av-
erage price of a good purchased in a market orbazaar in which
individual purchasers bargain over the price and the price of
the same good sold in a different type of retail outlet, such as
a department store, should normally be treated as rcflecting
differences in quality attributable to the differing conditions
under which the goods are sold.
16.l13. Secondly, purchasers may not be free to choose the price at
which they purchase because the seller may be in a position to
charge different prices to different categories of purchasers for
identical goods and services sold under exactly the same cir-
cumstances-in other words, to practise price discrimination.
Economic theory shows that sellers have an incentive to prac-
tise price discrimination as it enables them to increase their
revenues and profits. However, it is difficult to discriminate
when purchasers can retrade amongst themselves; i.e., when
purchasers buying at the lowest prices can resell the goods to
other purchasers. While most goods can be retraded, it is usu-
ally impossible to retrade services, and for this reason price
discrimination is extensively practised in industries such as
transportation, finance, business services, health, education,
etc., in most countries. Lower prices are typically charged to
purchasers with low incomes, or low average incomes, such
as pensioners or students. When govemments practise or en-
courage the practice of price discrimination it is usually justi-
fied on welfare grounds, but market producers also have
reasons to discriminate in favour of households with low in-
comes as this may enable them to increase their profits. Thus,
when different prices are charged to different consumers it is
essential to establish whether or not there are in fact any qual-
ity differences associated with the lower prices. For example,
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if senior citizens, students or schoolch i ldrcn arc charged lower
fares for travelling on planes, trains or buses, at whatever time
th"y choose to travel, this must be treated as purc price dis-
crimination. However, if th"y arc charged lower fares on con-
dition that th"y travel only at certain times, typically off-peak
times, th"y are being offered lower quality transportation.
16.114' Thirdln buyers may be unable to buy as much as they would
like at a lowet price because therc is insufficient supply avail-
able at that Price. This situation typically occurs when therc
are two parallel markets. Therp may be a primary, or official,
market in which the quantities sold, and the prices at which
they arp sold are subject to government or official control,
while there may be a secondary market-a free market or un-
official market-whose existence may or may not be recog-
nized officially. If the quantities available at the price set in the
official market are limited there may be excess demand so that
supplies have to be allocated by rationing or some form of
queuing. As a result, the price on the secondary or unofficial
rnarket will tend to be higher. It is also possible, but less likely,
that lower prices are charged on the secondary or unofficial
market, perhaps because the payment of taxes on products can
be evaded in such a market.
16.115. Forthe three reasons just given, i.e.,lackof information, price
discrimination or the existence of parallel markets, identical
goods or services may sometimes be sold to different purchas-
ers at different prices. Thus, the existence of different prices
does not always reflect corresponding differences in the qual-
ities of the goods or services sold.
16.116. When there is price variation for the same quality of good or
service, the price relatives used for index number calculation
should be defined as the ratio of the weighted average price of
that good or service in the two periods, the weights being the
relative quantities sold at each price. Suppose, for example,
that a certain quantity of a particular good or service is sold at
a lower price to a particular category of purchaser without any
difference whatsoever in the nature of the god or service of-
fered, location, timing or conditions of sale, or other factore.
Asubsequent decrease in the proportion sold at the lower price
raises the average price paid by purchasers for quantities of a
good or service whose quality is the same and remains un-
changed, by assumption. It also raises the average price re-
ceived by the seller without any change in quality. This must
be recorded as a price and not a volume increase.
16.117 . lt may be difficult to distinguish genuine price discrimination
from situations in which the different prices reflect differences
in quality. Nevertheless, there may be situations in which large
producers-especially large service producers in fields such
as transportation, education or health-are able to make the
distinction and provide the necessary information. If there is
doubt as to whether the price differences constitute price dis-
crimination, it seems preferable to assume that they reflect
quality differences, as they have always been assumed to do
so in the past.
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2. Chrngr in qürlity ouol timo
16.ll8. Goods and services, md the conditions under which they are
marketed, are continually changing oyer time, with some
goods or services disappearing from the markct and new qual-
ities or new goods or services replacing them. In principle, the
Price relatives that enter into the ealculation of intcrtemporal
price indices should measune pure price changes by compar-
ing the prices of identical goods and scrvices in different time
Perids. If the qualities of goods or serviccs being compared
are not identical, there are effectively four options:
(a) To ignorc the change in quality and compile a price rel-
ative as if no diffenence in quality existed;
(b) To omit the items in question and not compile a price rel-
ative for them;
(c) To adjust the observed price of the new quality for the
change in quality which has taken place;
(ö To treat the two qualities as if they were two separate
goods and to estimate their prices in the periods in which
they are not sold.
16.l19. The first option should be avoided. Ignoring changes in qual-
ity is likely to introduce serious biases of unknown size, or
even direction, into the measured price orvolume indices. The
second option is also not to be recommended. It will also tend
to introduce bias. If goods or services are omitted from the cal-
culation of price indices that are intended to be compehensive
in coverage, their omission is equivalent to assuming that their
rate of price change is the same as the average for the items
covered by the indices. However, items subject to quality
change tend to be atypical and unrepresentative, so that as-
suming that their prices change at the same rate as for goods
or services whose characteristics do not change is highly ques-
tionable
16.120. The third and fourth options are clearly to be prcfened al-
though they are not always easy to implement in practice.
Some methods that may be employed are explained in the fol-
lowing paragraphs.
16. 12 I . The adjustment for quality change may be based on the rela-
tive prices of the two qualities on the market when there is at
least one period when both qualities are on sale on the market
at the same time. Suppose, for example, that one quality is re-
placed by another as follows:
Period [)ld quality New qualiry
o P o
t nn *
n Pn*
In period 0, only the old quality is available while in period n
only the new quality is available. If both arc available simul-
taneously in some intervening period l, the ratio of their rela-
tive prices in period t, namely ptlpf, ffiäy be used as a measure
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of the relative volumes of the old and the new qualities. Thus,
the price relative connecting the new quality in period n with
the old quality in period 0, after adjusting for the difference in
their qualities, is given by:
Pn*( h/ n")/ po
This is equivalent to constructing a price relative connecting
pn* withpo by splicing the price change for the new quality to
the price change for the old quality, using period I as the link
period: that is,
(Pn* / n*\@t/ p")
t6.L22. This procedure may be used to deal with quality changes in all
those cases in which the new and the old qualities overlap on
the market for a significant amount of time. If the relative
prices of the two qualities do not remain constant during this
time, some kind of average of their relative prices may be used
to estimate their relative qualities.
16.123. When the two qualities are not produced and sold on the mar-
ket at the same time it becomes necessary to resort to indirect
methods of quantifying the change in quality between the old
and new qualitias. Producers of many kinds of durable goods,
such as automobiles, deliberately stop producing the old
model when the new model is introduced on the market. Such
producers typicall y vary the characteristics of their product-
size, performance, style, etc.-in order to stimulate demand
without changing the general nature of the product or the pur-
poses for which it is used. In such cases it is necessary to esti-
mate what would be the relative prices of the old and new
models, or qualities, if they were produced and sold on the
market at the same time and to use the estimated relative prices
as measures of the relative qualities.
16.124. One possibility is to use the estimated relative costs of produc-
tion as estimates of their relative prices and hence their relative
qualities. It may often be feasible for producers to provide
such estimates, The observed change in price between the old
and the new qualities may then be adjusted as follows. Sup-
pose the price of the new quality or model is x per cent higher
than the price of the old, while it is estimated that the new qual-
ity would costy per cent more to produce than the old, then the
price relative connecting the old and new qualities, adjusted
for the change in their qualities, is equal to
100+ x
100+ y
16.125. The characteristics of buildings and other structures are so
variable that it may be almost impossible to find identical
buildings and structures being produced in successive periods
of time. In these circumstances, instead of trying to compare
the prices of actual buildings or structures in one period with
those of other, possibly not very similar, buildings or struc-
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tures in another period, it may be better to specify a small num-
ber of hypothetical and rclatively simple standard buildings
and structures and to estimate what their prices would be in
each of the perids. The spaifications of these standard build-
ings or strtrctures arc chcen on the advice of corstruction experts
who arc also asked to estimatc what theirpris would be in each
of the periods. AlternativelS the experts can be aslcd to estimate
the costrs of corstnrction in both periods, the price rclatives being
assumed to be equal to the ratios of the consüuction ccts. Con-
stnrction expe,rts are frequently aslced to make such estimates in
pmactice. This method has been used successfully to make inter-
national comparisons of the prices of buildings ard strtrctures as
well as for etimating price changes ove,r time.
The use of the hedonic hypothesis
16.126. Amorc general and powerful method of dealing with changes
in quality is to make use of the so-called *hedonic" hypothesis
to estimate the prices of qualities or models that are not avail-
able on the market in particular periods, but whose prices in
those periods are needed in order to be able to construct price
relatives. The hedonic hypothesis assumes that the prices of
different models on sale on the market at the same time are
functions of certain measurable characteristics such as size,
weight, power, speed, etc. Provided there are enough observa-
tions-i.e., provided enough different models ane on sale at
the same time-regression methods can be used to estimateby
how much price varies in relation to each of thecharacteristics.
The resulting regression coefficients can be used to predict the
prices of models with different mixes of characteristics that
are not actually on sale in the period in question.
16.127. Suppose, for purposes of argument, that the price of a model
is a function of only one characteristic such as size. Suppose
further, that the following sizes are on sale in two different pe-
riods of time:
Period 0 Period t
s l
s2
s3
s4
s5
s6
By calculating the regression of price on size in each perid,
it should be possible to obtain a reliable estimate of the price
of s3 in period 0 and s4 in perid t, thus enabling at least two
price relatives to be calculated connecting perids 0 and f. Fur-
thermore, if it is deemed legitimate to make estimates outside
the range spann"d by the observations in each of the periods,
it may be possible to estimate prices for sizes.s5 and s6 in pe-
riod o, and forsizessl ands2 in perid f, thercby enablingprice
relatives to be calculated for all six sizes. The validity of mak-
ing estimates outside the range of observations cannot be set-
tled a priori: it depends on the nature of the data and the form
of the relationship. If the underlying functional form is the
Price and v'olume measures
same in both Periods it may be possible to pool the two sets of
observations to obtain improved estimates of the price coeffi-
cient, using a dummy variable to distinguish observations in
one Perid from those in the other. Similarly, the choice of
ftrnctional form-linear, logJinear, log-log, etc.-must be
settled empirically, casc by casc. In general, the choice of ap
propriate statistical technique has to depend on the nature of
the data set in each qaste.
16.128. The hedonic hypotheis has been used with some success to
deal with changes in the quality of computes over time. The
quality of a computer depends mainly on two basic character-
istics: itrs capacity and its specd of operation. Regressions of
prices on thosc two characteristics have made it possible to es-
timate the prices of models in periods in which they werc not
actually on sale. For example, new models are oontinually
b"ing produced with much greater capacities and speeds than
were available in earlier periods. By using regression meth-
ods, however, it becomes possible to estimate what theirprices
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would have becn if they had been produced in earlierperiods,
thereby enabling price relatives to be estimated that refer to the
satne kinds of modcls in different time periods. By using such
methods, it has been shown that the price of a compu erof un-
changed quality-i.e., with a givcn capacity and s@-
tended to fall dramatically during the 1970s and l980s.
16.129. The hedonic hypothesis may be used for any goods or services
whose prices depend mainly on a few basic charactcristics and
for which sufficient numbers of different modcls, orqualities,
at€ on sale on the market at the same time. In addition to com-
putcns it may be used for other high technology goods whosc
clraracteristics are both mcasurable and varying significantly
over time. It has also been used for housing by regressing
house prices (or rcnts) on characteristics such as alca of floor
spaog, number of rooms, location, etc. fire method has been
usod not only for intertemporal price measurrements but also
international comparisons.
H. Ghoice between direct and indirect measurement of
16. 130. When independent, reliable and comprehensive data are avail-
able at current prices it is not necessary to calculate both the
price and the volume measures as one can be derived indi-
rectly from the other as explained above. In most cases it is bet-
ter to calculate the price index directly and to derive the
volume index indirectly.
16.131. There are two reasons forthis: first, it is usually necessary to
estimate the average price or volume change from a selection,
or sample, of goods and services, and price relatives tend to
have a smaller variance than the corresponding quantity rela-
tives. Thus, the sampling error for a price index tends to be
smaller than for a volume index. Secondly, the volume
changes associated with new and disappearing products are
properly reflected when curent values are deflated by price
indices. Suppose, for example, that there are some new prod-
ucts which are sold in the later period but not the base period;
their quantities are known in both periods (being zero in the
base period), whereas their prices are known for only one pe-
riod, the later period. This quantity information is incorpo-
rated in the current value series and is also automatically
incorporated in the volume series when the latter is obtained
by deflating the current value series. This ma)n be illustrated
by a simple numerical example:
Current
value 40 82
Good 2 is a new good not on the market in period 0. The
price and quantity relatives for good I are 150 and 120
respectively, while for good 2, the price relative is unknown
whereas the quantity relative is plus infinity. This information
must be utilized. The best estimate of the price index for both
goods is 150, based on good I alone. If this is used to deflate
the value index covering both goods the derived volume index
is
82/40 a
This volume index exceeds the quantity relative for good I
alone because the increase in the quantity of good 2 incorpo-
rated in the current value series has been taken into account.
16. 132. The above argument rests on the tacit assumption that the val-
ues at current prices are obtained from different sources from
the price and quantity data and are reliable and comprehens-
ive. However, it may happen that the movements of the series
at current prices have been estimated by multiplying together
the estimated price and volume movements. Alternatively, es-
timates of the current values-for example, values of agricul-
tural output-may be made by multiplying estimates of the
prices and volumes
Good Ps 0s
t2l 0
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quantities by estimates of their prices, and not by collecting
separaüe information on the values of goods produced. In such
l. Non-market goods and setvices
16.133. The value of the output of non-market goods and services pro-
duced by government units or non-profit institutions is esti-
mated on the basis of the total costs incurred in their
production, as explained in chapter VI. This output consists of
individual goods and services delivered to houscholds as s(>
cial transfers in-kind or collective services provided to the
cornmunity as a whole. The fact that such output is valued on
the basis of the value of the inputs needed to produce them
does not mean that it cannot be physically distinguished from
the inputs used to produce it. Nordoes it imply that changes in
such output over time cannot be distinguished from changes
in the inputs. Changes in productivity may occur in all fields
of production, including the production of non-market ser-
vices.
16.134. In principle, volume indices may always be compiled directly
by calculating a weighted average of the quantity relatives for
the various goods or services produced as outputs using the
values of these goods and services as weights. Exactly the
same method may be applied even when the output values
have been estimated on the basis of their costs of production.
16.135. Of course, the calculation of quantity relatives for the outputs
of many kinds of non-market services, especially collective
services, presents problems. In the case of health and educa-
tion services provided as social transfers to individual house-
holds, however, the problems are much less, both
conceptually and in practice, than for collective services such
as public administration or defence. The objective is to mea-
sure the quantities of services actually delivered to house-
holds. These should not be confused with the benefits or utility
derived from those services. For example, individual health
services consist of various kinds of consultations and treat-
ments provided to patients, which can be described and docu-
mented in considerable detail. Detailed records of such
services frequently exist for administrative purposes.
16.136. The output of health services needs to be clearly distinguished
from the health of the community. Indeed, one reason for try-
ing to measure the output of health services may be to see the
effect of an increase in the volume of health services on the
health of the community. This obviously requires a measure
of the volume of health services that is different from health
itself. It is well-known that there are many other factors such
as sanitation, housing, nutrition, education, consumption of
tobacco, alcohol and drugs, pollution, etc., whose collective
impact on the health of the community may be far greater than
that of the provision of health services.
16.137. Similarly, the output of education services is quite differcnt
from the level of knowledge or skills possessed by members
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cases the deflation of currcnt values merely leads back to the
original quantity estimates.
of the community. Education services consist principally of
teaching provided by producers of education services-
schools, colleges, universities-to the pupils and students
who consume such services. The level of knowledge or skills
in the community depends in addition on other factors, such
as the amount of study or effort made by consumerc of educa-
tion services and their attitudes and motivation. As in the case
of other types of output, when compiling indicators of the out-
put of educational services it is important to distinguish as
many different kinds of education sewice as possible as their
relative costs, or qualities, may vary considerably. Moreover,
the quality of education services provided may vary over time
in the same way as other goods and services. The quality of
education services is likely to depend on the amount of re-
sources provided per pupil or student: for example, the num-
bers of teachers or amount of capital equipment in the form of
laboratories, I ibraries, computens, etc.
16.138. There is no mystique about non-market health or education
services which make changes in their volume morc difficult to
measurc than volume changes for other types of output, such
as financial or business services or fixed tangible assets.
Moreover, changes in their volume are also needed in order to
be able to measure volume changes for the actual consumption
of households. The same principles apply to the measurement
of consumption as to production.
16. I 39. Measuring changes in the volume of collective services is dis-
tinctly more difficult, however, as it is not possible to observe
and rccord the delivery of such services. Many collective ser-
vices arc prcventive in naturc: protecting households or other
institutional units from acts of violence including acts of war,
or protecting them from other hazards, such as road accidents,
pollution, fire, theft or avoidable diseases. It is difficult to
measure the output of preventive services, and this is an arrea
in which further research is needed. In practice, it may not be
feasible to avoid using changes in the volumes of inputs into
such services as proxies for changes in volumes of outputs,
just as it may sometimes be necessary to use changes in inputs
as proxies for changes in outputs in certain market industries,
such as agriculture or construction.
16.140. When it is not possible to avoid using an input measure as a
proxy for an output measure, the input measure should be a
comprehensive one and not confined to labour inputs. As ex-
plained below, the volume of labour inputs can be measured
by compensation of employees valued at the wage and salary
rates of the previous year or some fixed base I€r, the rcmu-
neration of each individual typ" of worker being revalued at
the appropriate rate. The volumes of intermediate consump
Price and volume measures
tion, cotuumption of fixed capital and any taxeson production
measured at the prices orrates of the previous yearorthe fixed
base year should be added to obtain a comprchensive volume
measune covering all inputs. These volume measurcs can, of
coulse' also be deriv"d by deflating the currcnt values by suit-
ably weighted wage rate, price or tax rate indices.
16.14l. A possible altrernative method when input measures are used
as Proxies for outputrs is to use a volume measurrc for labour
alone combined with an explicit assumption about changes in
J. scope of price of volume measures in the system
16.L42. The price and volume measures considered up to this point re-
late mainly to flows of goods and services produced as outputs
from Processes of production. However, it is possible to dc-
comPose a few other flows directly into their own price and
volume comPonents, the most important of which is compen-
sation of employees.
l. Gompensation of employees
16.143. The quantity unit for compensation of employees may be con-
sidered to be an hour's work of a given type and level of skill.
As with goods and services, different qualities of work must
be recognized and quantity relatives calculated for each sepa-
rate type of work. The price associated with each type of work
is the comPensation paid per hour which may vary consider-
ably, of course, between different types of work. A volume
measure of work done may be calculated as a weighted aver-
a$e of the quantity relatives for different kinds of work
uieighted by the values of compensation of employees in the
previous year or fixed base year. Alternatively, a "price" index
may be calculated for work by calculating a weighted average
of the proportionate changes in hourly rates of compensation
for different types of work, again using compensation of em-
ployees as weights. If a l-aspeyres type volume index is calcu-
lated indirectly by deflating the changes in compensation of
employees at current values by an index of the average change
in hourly rates of compensation, the latter should be a Paasche
type index.
2. Consumption of fixed capital
16.144. Another cost of production and charge against gross value
added, namely consumption of fixed capital, may also be mea-
sured at the prices of the previous year or some fixed base year.
Indeed, when estimates of the gross and net capital stocks are
compiled using the perpetual inventory method, an estimate
of consumption of fixed capital at the constant prices of some
base year is already built into such catculations.
3. Taxes and subsidies on products
16.145. It is also possible to factor taxes or subsidies on products into
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labotu productivity; for examplc, that labour productivity
grows at I per cent per year in the production of the non-träf-
ket service in question. An assumption of ?ßto productivity
growth is the most common one in practicc bccausc it is fclt to
be morc neutral, even though it is inevitably somewhat aöi-
traqf. The attention of uscrs should always bc drawu to any
built-in assumption about the ratre of growth of labourproduc-
tivity which should be stated explicitly, even when it is zero.
their own price and volume components because the quantity
units on the basis of which such taxes or subsidies are payable
can also be used as quantity unitrs to dcfine *tax prices'. Atax
price is the amount of tax payable per unit of good or seruice,
whether the tax is payable per unit of quantity or ad valorem.
The tax prices can be used to construct tax price relatives
which can then be averaged to obtain "tax price indices" using
the values of the amounts paid in tax as weights. A*tax volume
index" can be derived indirectly by deflating changes in the
total amounts of taxes paid by the appropriate version of the
tax price index. A tax volume index is essentially a volume
index för a flow of goods and services in which the relative im-
portance of the goods and services is measured not by theirrel-
ative market prices but the relative amounts of tax paid per
product. It shows by how much the receipts from taxes on
products change purely in response to changes in the volumes
of goods and services subject to tax. Factoring tax receipts into
price and volume components may be useful for purposes of
fiscal analysis and may also be useful in the context of the
input-output table.
4. lllet operating surplus
16.146. The net operating surplus is an accounting rasidual which does
not possess quantity and price dimensions of its own. It may
also be negative, of course. It is not possible, therefore, to de-
compose the net operating surplus into its own price and vol-
ume components. It is therefore also not possible to calculate
the average volume change for all the uses of gross value
added shown in the generation of income account.
16.147. Thus, the limit to a set of integrated price and volume mea-
sures within the accounting framework of the System is effec-
tively reached with the net operating surplus. It is conceptually
impossible to factor all the flows in the income accounts of the
System, including current transfers, into their own price and
volume components. Of course, any income flow can be de-
flated by 
" 
price index for a numeraire set of goods and ser-
vices to nteasure the increase or decrease of the purchasing
power of the income over the numeraire, but as explained at
the beginning of this chapter, this is quite different from de-
cornposing a flow into its own price and volume components.
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K. Measures of real income for the total Bconomy
l. lntroduction
16.148. It is possible to deflate any income flow in the accounts, and
even a balancing item such as saving, by a price index in order
to measure the purchasing power of the item in question over
a designated numeraire set of goods and services. By compar-
ing the deflated value of the income with the actual value of
the income in the base year, it is possible to determine by how
much the real purchasing po*er of the income has increased
or decreased. Income deflated in this way is generally de-
scribed as "t€al income".
16.149. In interpreting real incomes two points need to be borne in
mind:
(a) Real incomes are measured with rcfercnce to the price
level in some selected reference year. Real values can-
not exist in isolation: they vary depending upon the
choice of reference year;
(b) Real incomes measure changes in purchasing power
over some selected numeraire; they thus also depend
upon the choice of numeraire.
16.l5O. As there may often be no obvious, or uncontroversial choice
of numeraire there has always been some rcluctance to show
real incomes in national accounts on the grounds that the
choice of numeraire should be left to the user of the statistics
and not the compiler. However, when major changes in prices
occur, it can be argued that compilers of statistics are under an
obligation to present at least some measures of real income.
Not all users of the accounts have the opportunity, inclination
or expertise to calculate the real incomes which may be most
suited to their needs. Moreover, there is a demand from many
users for multi-purpose measures of real income, at least at the
level of the economy as a whole and the purpose of this section
is to indicate how such measures may be compiled.
2. Trading gains and losses from
changer in the terms of trade
16.151. Before considering the various different real income aggre-
gates which may be defined for the total econoffiy, it is neces-
sary to explain the fundamental difference between gross
domestic product at constant prices, and real gross domestic
income, or real GDI. GDP at constant prices is essentially an
output volume measure. It may be calculated at the level of the
total economy by a form of double deflation in which imports
valued at the basic prices of the previous year, or some fixed
base year, are subtracted from total final expenditures valued
at the purchasers' prices of the previous year, or the fixed base
year. A measure of this kind is essentially a volume measure
of the output from domestic production, even though it in-
cludes taxes on imports and possibly some other taxes on
products that are excluded from the grrcss values added of res-
ident producers.
16.152. However, the total real income which residents derive from
domestic production depends also on the rate at which exports
may be traded against imports from the rest of the world. If the
prices of a country's exports rise faster (or fall more slowly)
than the prices of its imports-i.e., if its terrns of trade im-
pnove-less exports are needed to pay for a given volume of
imports so that at a given level of domestic production goods
and services can be reallocated from exports to consumption
or capital formation. Thus, an improvement in the terms of
trade makes it possible for an increased volume of goods and
services to be purchased by residents out of the incomes gen-
eratedby 
" 
given level of domestic production. Real GDImea-
sures the purchasing power of the total incomes generat"d by
domestic production so that when the terms of trade change
there may be a significant divergence between the movements
of GDP at constant prices and real GDI. The difference be-
tween the change in GDP at constant prices and real GDI is
generally described as the "trading gain" (or loss). The differ-
ences between movements in GDP at constant prices and real
GDI arc not always small. If irnports and exports are large rel-
ative to GDR and if the commodity composition of the goods
and services which make up imports and exports are very dif-
ferent, the scope for potential trading gains and losses may be
large. This may happen, for example, when the exports of a
country consist mainly of a small numberof primary products,
such as cocoa, sugar or oil, while its imports consist mainly of
manufactured products. It can easily be shown that trading
gains or losses, T, are measured by the following expression:
where
X : exports at current prices
M = imports at current prices
Px : the price index for exports
Pm : the price index for imports
P = aprice index based on some selected numerairc.
Px, Pm and P all equal to I in the base year. It can be seen that
the term in brackets measures the trade balance calculated at
the export and import prices of the reference year whereas the
first term measures the actual currcnt trade balance deflated by
the numeraire price index. It is perfectly possible for one to
have a different sign from the other.
16.153. There is one important choice to be made in the measurement
of trading gains or losses, i.e., the selection of the price index
P with which to deflate the current trade balance. Therc is a
large but inconclusive literature on this topic, but one point on
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which therc is general agreement is that the choice of P can
sometimes make a substantial difference to the results. Thus,
the measurement of real GDI can sometimes be sensitive to the
choice of P and this has prcvented a conserurus being reached
on this issue.
16.154. It is not necessary to try to summ arizn here all the various ar-
guments in favour of one deflator rather than another, but it is
useful to indicate what are the main alternatives which have
been advocated for P. They can be grouped into three classes,
as follows:
(a) One possibility is to deflate the current balance, X-M,
either by the import price index (which has been
sbongly advocated) or by the export price index, with
some authorities arguing that the choice between pm
and Px should depend on whether the current hade bal-
ance is negative or positive;
(b) The second possibility is to deflate the current balance
by an average of Pm and Px: various different kinds of
averages have been suggested-simple arithmetic or
harmonic averages, ormore complex trade weighted av-
erages;
(c) The third possibility is to deflate the current balance by
some general price index not derived from foreign trade:
for example, the price index for gross domestic final ex-
penditune, or the consumer price index.
16. 155. The failure to agree on a single deflator reflects the fact that no
one deflator is optimal in all circumstances. The choice of de-
flator may depend on factors such as whether the current bal-
ance of trade is in surplus or deficit, the size of imports and
exports in relation to GDP, etc. On the other hand, there is gen-
eral agreement that it is highly desirable, and for some coun-
tries vitally important, to calculate the trading gains and losses
resulting from changes in the terms of trade. In order to resolve
this deadlock it is recommended to proceed as follows:
(a) Trading gains or losses, as defined in equation (30)
above, should be treated as an integral part of the sys-
tem;
(b\ The choice of appropriate deflator for the current trade
balances should be left to the statistical authorities in a
country, taking account of the particular circumstances
of that country;
(c) If the statistical authorities within a country are uncer-
tain what is the most appropriate general deflator p to be
used, some average of the import and export price indi-
ces should be used, the simplest and most transparent
average being an unweighted arithmetic average of the
import and export price indices. (This is referred to in the
specialist literature on the subject as the Geary method.)
16.156. The^se proposals are intended to ensure that the failure to agree
on a common deflator does not prevent aggregate real income
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measurcs from b"ing calculated. Some measut€ of the hading
gain should always be calculated even if the same type of de-
flator is not employ"d by all countries. ln those circumstances
in which therc is uncertainty about the choice ofdeflatoran av-
e,rage of the import and the export price indices is likely to pro-
vidc a suitable deflator.
3. The intsnelationrhip behreon volumo
moa3ürot and tlal incomc aggregatot
16.157. Assuming that measures of rading gains or losses are avail-
able, various different real income aggregaües may be identi-
fied within the System. The linlß between them are displayed
in the following list:
(a) Gross domestic product at cotutant prices: i.e., GDP in
the cunpnt year valued at the prices, or Fice level, of the
base year obtained by extrapolating (i.e., multiplying)
the value of GDP in the base year by the volume index
for GDP, whether a fixed weight or a chain index;
plus the trading gain or loss resulting from changes in the
terms of trade:
(b) equals: realgross dontestic income;
pfus real primary incomes receivable from abroad
nürusreal primary incomes payable abroad;
(c) equals: realgross national inconrc;
plus real current transfers receivable from abroad
nüruts real current transfers payable abroad;
@ equals: realgross national disposable income i
minus consumption of fixed capital at constant prices;
(e) equals: real net national dßposable income.
16. 158. In the above accounting scheme, each aggregate is derived se-
quentially starting from gross domestic product at constant
prices, the volume measure of GDP. The transition from (a) to
(b) above has been explained in the previous section. The steps
needed in order to move from (b) to (d) above involve the de-
flation of flows between resident and non-resident institu-
tional units, namely, primary incomes and current transfers
received from abroad and paid to abroad. There may be no au-
tomatic choice of price deflator, but it is recommended that the
purchasing power of these flows should be expre.ssed in terms
of a broadly based numeraire, namely the set of goods and ser-
vices that make up gross domestic final expenditure. In other
words, primary incomes and current transfers should both be
deflated by . price index for gross.domestic final expendi-
tures. This price index should, of course, h defined consis-
tently with the volume and price indices for GDP.
16.159. A possible alternative which could be considered iito use the
following accounting framework:
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(a) Gross domestic product at cot stant prices as defined
above
phts imports at constant prices
miruts exports at constant prices;
(b) equals: gross domestic frnal expenditures at constant
prices, i.e., final consumption expenditure plus gross
capital formation at constant prices
/ess consumption of fixed capital at constant Fices;
(c) equals: net domestic finat expendinres at constant
Pnces
phts net current receipts from abroad measured in real terms
(i.e., deflated by the price index for net domestic final
expenditurc), namely:
(r) Deflated value of the current trade balance (ex-
ports minus imports);
plus (if) Deflated. u"luT of primary incomes receivable
nürus primary incomes payable abroad;
plus (ttl) Deflated value of current transfers receivable
nünus current transfers payable abroad;
(d) equals: real net national disposable inconte.
16.160. In this framework, all current flows to and from abroad are de-
flated by 
" 
single deflator, that for item (c), i.e., net domestic
final expenditures. In effect, this index acts as a general price
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deflator for all items from now (c) onwards. If there arc no sat-
isfactory estimates available for consumption of fixed capital
at constant prices so that all expenditurc measutes have to re-
main gross, the price index for gross domestic final expendi-
tures may be used instead.
16.16l. This alrcrnative framework has the advantage that the various
components of real income are all measured with reference to
a single numeraire, the set of goods making up,net domestic
final expenditurps. It is easier, thercfore, to grasp the signifi-
canoe of real net national disposable income as its deflator is
explicit. The alternative framework measunes the trading gain
or loss by using the deflator for net domestic final expendi-
tures as the general deflator P, wheteas it can be argued that
P ought always to be bascd on flows which enter into forcign
tradc. There is, forexample, a possibility that the implicit had-
ing gain may be negative when therc is a positive change in the
terms of trade, or vice versa, and this may be considered a se-
rious disadvantage. On balance, therefore, the original frame-
work presented above is to be preferred. However, the
guidelines laid down by the System need to be somewhat more
tolerant in the domain of real income measunement han else-
where, and the use of alternative deflators, for what may be
considered to be good statistical or economic reasons, is by no
means incompatible with the basic philosophy underlying the
System, which in certain other fields also (e.9., sub-sectoring
the households sector) needs to be implemented flexibly and
not rigidly.
Xl/ll. Population a d labour inputs
A. lntroduction
l'l .L The SNA requires a definition of population to express gross
domestic product and consumption aggregates in per capita
tems. It also requires labour input variables in order to exam-
ine productivity.
17.2. Many of the complications in the concepts described here
stem from- the existence of national boundaries. To facilitate
B. Population and lahour concepts without national
L7.3. Figure l7.l summarizes the first part of the chapter. Those
concepts which are part of the sNA are in heavy boxes. The
formal definitions of these concepts are set out in part C of this
chapter.
l. Population and employment
17 .4. Population is, in principle, an annual average of frequent head
counts, each of which relates to a point in time. (Censuses usu-
ally ascertain the number of people present on a specified
night.) Thus population is the annual average number of peo-
ple present. It includes the institutional population, though this
is not covered by most labour force surveys.
17.5. The division of the number enumerated at a point in time into
three categories, i.e., "employed", "unemptoyed" and "not in
the labour force" depends upon each person's activiry (or lack
of it) during a reference period (usually a week) ending with
the point in time to which the count relates. Employment has
been defined by the International l,abour Organisation (ILO)
in the "Resolution concerning statistics of the economically
active population, employment, unemployment and under-
employment", adopted by the thifieenth International Confer-
ence of Labour Statisticians. No definition is required here,
but, as figure I indicates, provided that the definitions of em-
ployment and of jobs match one another, the average annual
number ofjobs exceeds the annual average number of persons
employed by the average annual number of second, third, etc.,
jobs. Note that the second, third, etc., jobs of a person may ei-
ther successively follow one another in a reference week or, as
when someone has an evening job as well as a daytime job, ilD
in parallel.
exposition, consideration of these has been postponed to part
C of this chapter, which thrn starts off without any rcfercnce
to them, as if a country without any cross-bordermovement of
penlons and with no cross-border ownership of entcrp,rises
were being considered.
boundaries
17 .6. Employ"d p"r*ns who have more than one job during a ref-
erence week can only be classified by industry and by status
in employment through the application of some essentially ar-
bitrary convention as to which of theirjobs is the most import-
ant one. On the practical plane, while household surveys can
provide data about either or both of employment and jobs, es-
tablishment surveys only provide data about jobs, so data on
jobs tend to be more plentiful than data on peßons employed.
17 .7 . Employment does not enter into the Syst€ffi, but jobs do; ajob
is like a transaction, while an employed person is not.
2. Jobs
17.8. In daily speech, a job is used in two senses: first, as a filled post
in an institutional unit, e.8., "B has a job as truck driver with
XYZCompaDy", and, second, to signify the occupation orna-
ture of the activity, 
€.g., "B's job is driving an XYZtruck". The
first of these is relevant here. Thus a job is defined as an ei-
plicit or implicit contract between a person and an institu-
tional unit to perforrn work in return for compensation for
a defined period or until further notice. The institutional
unit may be the proprietor of an unincorporated enterprise;
in this case the person is described as being self-employed
and earns a mixed income.
17 .9. There are a number of points here which requirc expansion:
(a) Both employee jobs and self-employment jobs are cov-
ered. The distinction between employee and compen-
sation of employees on the one hand, and
self-employment and mixed income on the other
hand, is set out in chapter VII. Figure 17 .2 Surlrnä-
rizes part of that discussion;
407
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Figure 17.1. Population and labour concepts
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Population: annual average of
corurts of persons present at a
number of points of time
Unemployed
in rcference week preceding
each point of time,
annual average
Not in the labour force
in reference week preceding
each point of time,
annual average
Employed
in reference week preceding
each point of time,
anrrual avera
Addjobs of prsons not included in
the population corurt who are
employ"d by resident enterprises
Subtraa jobs of persons included in
the population count who are
"d 
by non-riesident enterprises
Jobs
in rcfercnce week preceding
each point of time, annual avera
Total hours worlced:
annual total, excluding annual
leave and holidays, and if
Full-time annual hours,
excluding annual leave
holidays and, if possible,
sick leave
divided by
Deflated by
indices
of compensation
per job
equals
Full-time equivalent
employment,
which equals
number of full-time
equivalent jobs,
annual average
Employee
labour input
at
constant
compernation.
Domestic basis
Note: Thosc concepts which are part of the sNA are in h""ty boxes.
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Figure 172 Distinguishing
ls B's job wiür
between employment as employee and in self-smployment
an enterprise an employee or a self-employment job?
409
Yes
No
Is B owner and working boss, active
partner or cooperative member of a non-
incorporated enterprise?
Does B work in a family cnterprise
without temuneration fixed by an implicit
or explicit contract?
Is B's production entirely for own
consumption or capital formation
or her family
Does B select and provide significant
inputs (other than work clothes or
workspace in his or her dwelling) for
which he or she is not separately
reimbursed?
-l
I
_]
J
II
__.1
Il--- Noi
I
I
I
(ö(b) Work means any activity which contributes to the pro-
duction of goods or services within the production
boundary as defined in chapter VI. The legality of the
work and the age of the worker are, in principle, irrele-
vant;
Mixed income and the compensation of employees are
defined in chapter VII. Compensation differs from lab-
our cost, as defined by the ILO "Resolution concerning
statistics of labour cost", adopted by the eleventh Inter-
national Conference of Labour Statisticians, only in in-
cluding imputed employer contributions to unfunded
social insurance schemes, and in excluding any taxes re-
garded as labour cost, together with the costs of training,
welfare, recruitment and the provision of work clothing;
(c)
(e)
Yes-l-Does ttr" 
"rrt"rprir"1
lhave employees? |
No Yes
Yes
Yes
Yes
Yes
Own-account Employer
B h a s a
self-employment
job
The explicit or implicit contract relates to the provision
of labour input, not to supplying output of a good or ser-
vice, which is why it is described as for a defined period
or until further notice. Abricklaying job, paid by time or
according to the number of bricks laid, is an employee
job, while a contract to lay a certain numberof bricks for
a given payment is not a job; the job is the bricklayer's
notional self-employment contract. Similarly, ? self-
employment job of window-cleaning is regarded as an
implicit contract by a person to hire himself orherself to
do cleaning work. Quite separately, the person has con-
tracts with customers to provide the service of window-
cleaning;
There is one minor difference between a job as defined
here and the category of persons "with a job but not at
B has an
employee job
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work" who are eonsidered as employed in the ILo res-
olution adopted by the thirteenth International Confer-
enoe of l,abour statisticians, referrej to above. This is
that, on the ILO definition, the employed may include
persons who are not being paid but have a "formal at-
tachment to theirjob" in the form of "an assurancc of re-
turn to work ... or an agreement as to the date of r€turn".
Such an urderstanding between an employer and a per-
son on layoffor away on training is not counted as a job
in the System.
17.10. Jobs may be classified not only as employee or self-employ-
ment, but also according to the standard activity classification.
3. Total houn worksd
17 .L1. Output per job would be an excessively crude rnea$r€ of pro-
ductivity and total hours worked is the prefened measure of
labour inputs forthe System. The ILO "Resolution concerning
statistics of hours of work", adopted by the tenth International
Conference of l-abour Statisticians, defines hours worked as
follows:
Statistics of hours worked should include:
(a) Hours actually worked during normal periods of work;
(b) Time worked in addition to hours worked during normal
periods of work, and generally paid at higher rates than
normal rate (overtime);
(c) Time spent at the place of work on work such as the
PreParation of the workplace, repairs and maintenance,
ä:ffi1:"$11::Ti :H:' an dthe PreParat i on or
(ö Time spent at the place of work waiting or standing-by
:H::ilä:::::iil::i::i',:"",ff,'lffiiJ"T
work during which no work is done but for which pay-
ment is made under a guaranteed employment contract;
(e) Time coresponding to short periods of rest at the work-
place, including tea and coffec breaks.
statistics of hours actually worked should exclude:
(a) Hours paid for but not worked, such as paid annual
leave, paid public holidays, paid sick leave;
(b) Meal breaks;
(c) Time spent on travel from home to work and vice versa.
17 .12. Total hours worked is the aggregate number of hours actually
worked during the year in employee and self-employment
jobs.
L7.13. The truism, for employee jobs, that hours worked equal hours
paid less hours paid but not worked, plw hours worked but not
paid, is a useful one, since many establishment surveys record
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hours paid, not hours worlccd, so that hours worlced have to be
estimated for each job group, using whatever information is
available about paid leave, etc.
4. Fult-timc equiuelence
17.14. fui inferior alternative to expressing laborn input in terms of
total hours worked is to measurc it in terms of full-time equiv-
alent work years. Full+ime equivalent employment is the
number of full-time equivalent jobs, defined as total hours
worlced divided by average annual hours worked in full+ime
jobu.
17.15. the definition does not necessarily describes how the concept
is estimated. The method sometimes used, of simply counting
all part-time jobs as half a full-timejob, is the cnrdest possible
way of making an estimatc. Since the length of a full-timejob
has changed through time and differs between industries,
more sophisticated methods which establish the average pro-
portion and average hours of less than full-week full-time jobs
in each job group separately are preferable.
17.16. Even if the data arc good enough to permit an estimation of
total hours worked, full+ime equivalent employment should
nevertheless also appear in the national accounts. One reason
is that this facilitates internationat comparisons with countries
which can only estimate full-time equivalent employment.
The other reason is that, since the full-time annual hours of a
job group vary through time, the two concepts carry a partially
different message. If, for example, more sickness or annual
leave is taken, both shortening average annual full-time hours
and, ceteris paribus, reducing total hours worked, full-time
equivalent employment will scarcely change, while total
hours worked will fall. So if the former rather than the latter is
used as the denominator in calculating productivity changes,
productivity will rise less or fall more. Asimilar point applies
to international comparisons. If, however, full-time annual
hours did not exclude paid sick leave, but total hours worked
continued to do so, more sickness would cause full+ime
equivalent employment to rise more or fall less than would an
equal increase in annual leave, so that productivity would rise
less or fall more. This would make good sense-sickness un-
desirably interferes with production, while annual leave is a
desirable alternative to it. But if information on absence from
workthrough sickness is not available forestimating full-time
annual hours, it will not be available either for estimating total
hours worked
17.17. In practice, total hours worked and average annual full-time
hours may have to be estimated. In many countries, especially
for monthly paid employee jobs, only normal or uiual hours,
any paid overtime, and annual and holiday leave entitlements
can be ascertaind, and it may be impossible to estimate the
subtraction to be made for average sickness teave from either
total hours worked or annual full-time hours. This error will
not affect full-time equivalent employment if sickness rates in
Population a d labour inputs
part-time jobs are the same as in full-time jobs, so cian be tol-
erated if it is unavoidable.
17.18. If the refercnce weeks used in the surveys that provide the data
are not fully representative, the best available information on
variations throughout the year should be used in estimating
data for the year as a whole.
5. Employee labour input at conrtent compenntion
17.19. Total hours worked and full+ime equivalent employment are
both physical measures of labour input. Output too can usually
be measured in physical terms, such as tons or cubic mehes,
but this is not done in the national accounts, because the basic
value per ton or cubic metre varies so much between products
that these physical measures lack general esonomic signifi-
can@. But compensation per hour or per full-time year of
work varies enonnously too, so that the physical measures of
labour input also lack general economic significance. Their
usefulness thus rests either upon the assumption that the mix
of different kinds of labour is much the same in the different
countries or at the different times examined, or upon their ap-
plication in a social or political context, where interest centres
upon personal welfare rather than upon the economics of pro-
duction and income generation.
t7.20. When output is measured both at current and at constant
prices, it is natural to do the same with labour inputs as well as
with intermediate inputs. However, mixed income, which is
the return to self-employment, cannot be unambiguously di-
vided between the return to labour and the returns to capital
and entrepreneurship. For this reason, only the value of em-
C. National boundaries
17.22. The complications that arise from the existence of national
boundaries must now be examined. (Similar complications
arise for regional accounts from regional boundaries.) Con-
ceptual clarity requires that the everyday concept of a person
or firm in a country be replaced by the precise notion of an in-
stitutional unit being resident in an economic territory. Resi-
dence and economic territory are discussed at length and
defined in chapter XIV in a way which fits together with the
concept of gross domestic product.
17 .23. Without reproducing these definitions in their entirety, certain
major features deserve to be stressed:
(a) A country's military bases and diplomatic premises
abroad are part of its economic territory;
(b) The residence of an institutional unit is determined ac-
cording to the location of its "centre of economic inter-
est" which, for an enterprise is an establishment where
it produces over a long period of time and, for a house-
hold, its principal residence;
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ployee labour input (and not selfemployd labour inpuQ
forms part of the System. Note that the measurcment of em-
ployee labour inputs at currcnt and constant prices is symmet-
rical with the mcasuncment of output:(a) ffil:Jil*:ffiffiäTä#1::
goods, services and jobs; the advantages and disadvan-
;Tffi:this 
assumption arc the samc fm inputs as for
(b)HäTffiäfr'J:T"#,ffi ffil[ffi ä
mff;äffifflffir,#(c) 
";;#[iHl:Tfif,,:
sub-groups represented by 
" 
selected and specified job,
or by a selected and specified good or service. ln other
;:::,a 
compensation index is constructed like a price
17 .21. While the value of employee labour input at constant compen-
sation can be qstimated by deflation of current values, as men-
tioned above, the data may also permit the direct approach of
multiplying the current number of jobs in each job group by
the base-period average annual compensation for jobs in that
job group.
(c) This means that an enterprise producing for one year or
more in another economic territory is treated as having
a centre of economic interest there. A quasi-corporation
is deemed to exist and be resident in that othereconomic
territory;
(ö It also means that persons living and working for one
year or more in another economic territory are treated as
resident therc.
t.  Populat ion
17 .24. Population is the annual average number of persons present in
the economic territory of a country. In this and other defini-
tions, the fact that, by convention, economic territory includes
embassies, nrilitary bases and ships and aircraft abroad should
not be forgotten.
2. Jobs
17.25. Jobs, too, could be looked at in terms of the residence of the
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employee or self-employed person. For measuring labour
input, however, only the residence of the employing or self-
employing institutional unit is rclevant, because resident pro-
ducers alone contribute to gross domestic product. Thus the
compensation of a person who lives in country C but works in
country D is part of the value added of country D although it
is part of the national income of country C.
17.26. The principles thus determining the location of jobs apply
;#J:l:fil;ffi , :I",fl*äffiffi tl,ffi :
alent employment and of the value of employee labour input
at constant compensation. Since these principles arc different
from those determining the tenitorial scope of the population,
it should be remembered that full-time equivalent employ-
ment cannot be compared with population. The jobs held by
äffiI ffi*:l ä'5fiT3;.ffiil::TJ, ä,r ;:
same as the jobs with employers in the country's economic ter-
ritory which are those that corespond to labour inputs into do-
mestic production.
Note in particular that:
(a) The jobs carried out within a country's economic terri-
tory that are not counted are the jobs performed for in-
stitutional units resident in other countries which have
not already engaged in transactions for a year or more.
Thus the work of foreign short-terrn consultants and
repairmen ane not counted;
(b) Jobs carried out wholly or partly in another @onomic
territory for a domestic institutional unit are included in
the domestic count, unless the nature and duration of
that employing institutional unit's activity in the other
territory are such as to warrant treating it as owning a
quasi-corporation located there;
(c) The jobs of the staff of international organizations and
of local staff of forcign embassies are excluded, since
these employing units are not resident. Thus their com-
pensation is not in the gross domestic product, though it
is part of national income.
A job in the economic territory of country X is an explicit or
D. Classifications
17 .30.I-abour inputs should be classified in the same way that value-
added and compensation of employees are classified. The In-
ternational Standard Classification of All Industrial Activities
(ISIC) is the basic classification for these variables in the Sys-
tem and the ISIC is widely used forstudies of employment and
labour productivity. Labour inputs should, thercforc, be clas-
sified according to the ISIC. However, the System also pro-
vides other classifications that may be useful for particular
types of analysis.
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implicit contract between a penion (who may be resident in an-
other economic territory than that of X) and an institutional
unit (which may be itself acting as self-employer) resident in
the economic territory of X to perform work in return for com-
pensation (or to earn a mixed income) for a defined period or
until further notice.
3. Total houn worked
17.27. Total hours worked in country X is the aggregate number of
hours actually worked during the registration period in em-
ployee and self-employment jobs within its economic t€rri-
tory,
including
work outside that @onomic territory for domestic em-
plbyer institutional units who have no centre of eco-
n)omic intercst there,
excluding
work for foreign employer institutional units who have
no centre of economic interest within the economic ter-
ritory of country X.
Hours actually worked are to be interpreted as set out in the
ILO definition quoted above.
4. Full-time equivalent employment
17.28. Full-time equivalent employment in country X, which equals
the number of full-time equivalent jobs, is its total hours
worked divided by average annual hours worked in full-time
jobs within its economic territory. Average annual hours are
defined in the same way as houns worked.
5. Employee lahour input at constant compenration
17 .2g. Employee labour input at constant compensation of country X is
what the current annual compensation of employee jobs would
be if it werc calculated using the levels of compensation ruling
during a selected base period. Division of employee labotu input
at constant compensation into compensation of employees will
yield an implicit compensation deflatorcomparable with the im-
plicit expenditure deflators of the national accounts.
17 .31. Figure 20.1in chapter XX suggests the following breakdown:
Rural
Self-employed
Agricultural
Small farmens
Medium farmers
Large farmers
Non-agricultural
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For some purposes, it may also be useful to classify em-
ployees according to the sectors or subsectors in which
they are employed-such as households and non-profit in-
stitutions serving households (NPISH); public colpora-
tions and goyernment; national private corporations; and
foreign corporations.
17 .32. Thble 20.6in chapterxx provides an alternative classification
for employees. This is by sex and four occupational groups-
agricultural workers; manual workers; clerical, sales and ser-
vice workers; professional, managerial; etc.
Informal, own-account
Informal, employers
Formal, own-account
lnformal, employers
Employees
Agricultural
Non-agricultural
Unskilled
Skilled
Highly skilled
Urban
Self-employed
Informal
Formal
Employees
Unskilled
Skilled
Highly skilled

A.
lllflll. Functional classifications
Introduction
18.1. "Functional" classifications are proposed in the System for
classifying certain transactions of producens and of three insti-
tutional sectors-namely households, general government
and non-profit institutions serving households. They are de-
scribed as "functional" classifications because they identify
the "functions"-in the sense of "purposes" or "objectiysg"-
for which these groups of transactors engage in certain trans-
actions. The classifications concerned are:
Classification of individual consumption by purpose
Classification of the functions of government
Classification of the purposes of non-profit institutions
serving households
Classification of outlays of producers by purpose.
t8.2. The functional classifications serve three purposes. The first
is quite specific; as noted in chapter IX, the classification of
the functions of government is used to distinguish between
collective services and individual consumption goods and ser-
vices provided by Government. Individual goods and services
are treated as social transfers in kind and they are deducted
from total consumption expenditure of government to obtain
actual collective consumption of government. Th"y are also
added to individual consumption expenditure of households
to obtain actual individual consumption of households. Social
transfers in kind identified by the classification of functions of
government code-numbers are shown in table 18.1.
18.3. The second purpose is to provide statistics which experience
has shown to be of general interest for a wide variety of ana-
lytic uses. For example, classification of individual consump-
tion by purpose shows household expenditure on food, health
and education services all of which are important indicators of
national welfare; classification of the functions of government
shows government expenditure on "merit goods" such as
health and education services as well as on "bads" such as de-
fence and prison services; classification of outlays of produc-
ers by purpose may provide information on the
"externalization" of business services, i.e., on the increasing
tendency for producers to buy-in catering, cleaning, transport,
auditing and other services which were previously carried out
as ancill"ry activities within the enterprise.
18.4. The third purpose of these functional classifications is to pro-
vide usens with the means to recast key aggregates of the Sys-
tem for particular kinds of analyses, some of which arc de-
sc.ribed in chapt,er XXI. For example:
(a) It can be argued that for several analytic purposes, the
sNAdefinition of gross capital formation is too narrow.
In studies of labour productivity, researchers often need
a measure of "human capital" which is normally derived
from information on past expenditures on education.
The four functional classifications therefore identify ex-
penditures on education incurred by households, gov-
ernm en t, non -profi t inst itut ions and producers;
(b) In studying the process of economic growth, researchers
sometimes prefer to treat some or all research and devel-
opment (R and D) expenditurqs as capital formation
rather than as consumption expenditure. Both classifi-
cation of outlays of producers by purpose and classifi-
cation of the purposes of non-profit insititutions serving
households report R and D separately; classification of
the functions of government does not presently identify
all Rand D undertaken by government but it may b"pot-
sible to do so in a revised version of this classification;
(c) In studies of household expenditure and saving, some
researchers have found it more useful to considerexpen-
ditures on consumer durables as capital rather than cur-
rent expenses. For this reason, classification of
individual consumption by purpose provides for the
separate identification of expenditures on durable
goods;
(ö In studies of the impact of economic growth on the en-
vironment, researchers often need information on ex-
penditures undertaken to repair or prevent damage to the
environment. "Outlays on pollution abatement and con-
trol" is a major heading in classification of outlays of
producem by purpose, and classification of the func-
tions of government identifies "sanitary affairs and ser-
vices, including pollution abatement and control". It
should be noted, however, that certain industry-specific
expenditure on pollution control and abatement are in-
cluded elsewhere in classification of the functions of
government without being separately identified.
415
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Table 18.1. Classification f individual consurnption bypurpose (C0lC0Pl
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Individual Socialtransfers Actual
consumption in kind individual
expenditure (categ. COFOG| consumption
P.31 D.63 P.41Categories of COICOP
l. Food, beverages and tobacco
l . l  Food
1.2 Beverages
1.3 Tobacco
2. Clothing and footwear
2.1 Clothing
2.2 Footwear
3. Housing, water, electricity, gäs and other fuels * (7.1l)
3.1 Gross rents
3.2 Regular mainüenance and repair of dwelling
3.3 Other services relating to the dwelling + (7.31)
3.4 Electricity, gas and other fuels
*"tl* 
-
maintenance of the house
4.1 Furniture, furnishings and decorations, carpets
and other floor coverings, and repairs
4.2 Household textiles
4.3 Heating and cooking appliances, refrigeraüors,
washing machines and similar major household
appliances, including fittings and repairs
4.4 Glassware, tab'leware and household uüensils
4.5 Tools and equipment for the house and garden
4.6 Goods and services for routine household
5. Health
5.1 Medical and pharmaceutical products
and therapeutic appliances and equipment
5.2 Non-hospital medical and pammedical
5.3 Hospital services
5.4 Sickness and accident insurance services
(05)
6. Transport
6. I Purchase of vehicles
6.2 Operation of personal transport equipment
6.3 Transport services + (r2.r2)
7. Leisure, enüertainment and culture
7.1 Equipment and accessories, including repairs
7.3 Newspapers, books and stationery
8. Education
8.1 Educational seryices
8.2 Educational maüerials
8.3 Ancillary educational services
(04)
9. Hotels, cafes and restaurants
9.1 Catering
9.2 Accomodation services
10. Miscellaneous goods and services
l0.l Personal care
10.2 Personal effects n.e.c.
10.3 Communications
10.4 Social services
10.5 Financial services n.e.c.
10.6 0ther services n.e.e"
'& Only part of COFOG caüegory is includd.
(06)
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Functional classifications
Table 18.f. Classification f selected outlays of producers by purposs (COPP)
Categories of C0PP
l. Outlays on crurent production
Programs
Outlays on repair and
maintenance
Outlays on engineering and
related technological work
Outlay on nesearch and
development
Outlays on pollution abatement
and control
Outlays on sales promotion
Outlays on external
transportation
Outlays on employee training,
welfare and morale
18.5. Täbles l8.l through 18.4 give the main headings of the four
classifications. The classification of individual consumption
by purpose and the classification of outlays of producers by
purpose are provisional and classification of outlays of pro-
ducegs by PurPose in particular may be substantially revised
before it can be published. The classification of the purposes
of non-profit institutions serving househotds is unchanged
from the 1968 version of the SNA. The classification of the
Other tarss
Intermediate Compensation less ubsidies Consumption Gross fixed
consumption of employees on production of filed capiraf capitel
P.2 D.f [).zg - 0.39 K.l lormation p.bl
I-- I- lI- rIII-I Irrlr--
functions of government is described in a publication of the
United Nations Statistical office (Series M, No. 70, New york
1980). The classification of the functions of government
needs modifying both to identify more precisely social
transfers in kind and to identify more fully functions that
are of increasing policy concern such as relief of poverty,
preventive health care and repair and prevention of envi-
ronmental damage.
tion expenditure on households budget surveys which fre-
quently collect data according to functional groups of the kind
used in classification of individual consumption by purpose.
In these cases, estimates will be directly available of individ-
ual consumption expenditure by purpose, although data from
such surveys usually need to be adjusted for various kinds of
systematic errors and omissions. In many cases, however, es-
timates of consumption expenditure are built up either from
statistics on retail sales or by a "commodity-flow- method in
which the total supply of goods and services from domestic
production and imports is allocated to intermediate and final
419
2.
3.
4.
5.
6.
7.
8.
9. Outlays on general
administration
B. Applying the classifications
18.6. In principle, the unit of classification for these four classifica-
tions is a transaction or group of transactions; what are being
classified are actual or imputed expenditures made in connec-
tion with particular functions or to achieve particular pur-
poses. In practice, it will not always be possible to workat such
a detailed level.
18.7. Classification of individual consumption by purpose is used
to classify both individual consumption expenditure and ac-
tual individual consumption. The latter is derived from the for-
mer by adding social transfers in kind as shown in table 18.1.
18.8. Some countries base their estimate.s of individual consump-
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uses. In such cases the starting point for applying classifica-
tion of individual consumption by purpose will be a break-
down of goods and services for household @nsumption
according to type of product or by kind of activity as an aP
proximation to type of product. Several goods and services are
multi-purpose-for example, fabrics may be used for clothing
or furnishing, diesel fuel can be used for passenger vehicles or
for home-heating and insurance services may be for risks rc-
lating to housing, transport or health. Some approximation is
inevitably involved in conversion to classification of individ-
ual consumption by purpose from a product classification m{
a fortiori, from a kind of activity classification.
18.9. Classification of the functions of government is designed for
classifying current transactions (such as consumption expen-
diture, subsidies and currcnt transfers), capital outlays (capital
formation and capital transfers) and acquisition of financial
assets by general government and its subsectors. The full list
of transactions is given in table 18.2.
18.10. For current and capital transfers and for net acquisition of cer-
tain financial assets it will usually be feasible to classify trans-
actions by assigning a classification of the functions of
government code directly to them. For most other outlays it
may not be possible to classify transactions and, as an approx-
imation, the units of classification may have to be agencies, of-
fices, bureaus or project units within government
departments. All outlays by the selected classification unit will
be assigned a single classification of the functions of govern-
ment code. It may happen of course that the smallest units that
can be identified still perform two ormore classification of the
functions of government functions; in such cases it will usu-
ally be best to make an approximate division of the unit's out-
lays among the different functions performed rather than to
allocate them all to that which is judged the largest.
18.11. Property income payable by government consists almost en-
tirely of interest on the public debt. Although table l&.zshows
property income as an item to be classified by function, it is
usually not possible to link interest payments with the function
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or purpose for which the debt was originally incurred. hoba-
bly all, or most, property income will have to be allocated to
function l4-'Expenditures not classified by major group."
18.12. the classification of the purposes of non-profit insititutions
serving households covem the same range of transactions as
classification of the functions of government, i.e., currcnt
transactions, capital outlays and the acquisition of certain fi-
nancial assets. Most countries find it difficult to collect de-
tailed information on the activities of non-profit institutions
serving households and it is likely that, in general, institutions
will have to be assigned in their entirety to one of the eight Pur-
Iroses. Of course, if an institution is known to be multi-pur-
pose-a religious mission that provides education as well as
religious services, f.ot example-attempts should be made to
divide their outlays between the differcnt purposes served
even if this can only be done very approximately. The classi-
fication is given in table 18.3.
18.13. The classification of outlays of producers by purpose is used
to classify certain expenditures by producens-i.e., intermedi-
ate consumption, compensation of employ@s, othertaxes less
subsidies on production, consumption of fixed capital and
gross fixed capital formation. The classification is given in
table 18.4.
18.14. In principle, the classification of outlays of producers by pur-
pose applies to all producers, whether market or non-market,
although not all the classification of outlays of producers by
purpose categories are of equal interest for both kinds of pro-
ducers; for example, "Outlays on sales promotion" will not
usually apply to non-market producers. It is probable that, in
practice, classification of outlays of producers by purpose will
mainly be of interest for classifying transactions of market-
producers. There is currently very little experience with clas-
sifications of this kind. Although the classifications units
should be transactions, it seems likely that in practice they will
often have to be "cost-centres" or other units mainly serving a
particular purpose, such as sales promotion, book-keePing,
employee training, etc.
XlX. Application of the integrated framework to
uarious circumstances and needs
A. lntroduction
19.1. The central framework of the SNApußues at least two objec-
tives. First, it tries to help the development cif a courtry's own
system of national accounts by providing guidance to the na-
tional accountants of that country so that they are spared the
trouble of searching and experimenting with approaches al-
ready tried by others. Secondly, it aims at facilitating interna-
tional comparability between the national accounts of various
countries in order to facilitate economic and social analysis in
the worldwide economy. As such it is a set of integrated inter-
national standards.
I9.2. These two objectives may appear to be in conflict in so far as
many differences exist among countries with respect to their
stage of development, economic and social structure, legal or-
ganization, economic and social policy, etc. The conflict may
indeed exist to a certain extent, especially when looking at
countries in very different situations. However, the premise is
that the accounting structure is general enough to suit most
cases. This does not mean, of course, that all countries'distinc-
tive features are reflected in the SNAstandards; that would be
impracticable. It does mean that such features may normally
be accommodated within the margins of flexibility provided
by thä System, especially when designing classifications of
transactions and transactors and determining the related defi-
nitions. Even the most detailed levels of the System's classifi-
cations remain general in character and are not a priori relevant
for any e,conomy. Some items may not exist in some countries,
like value added tax or import subsidies, and consequently
they will not be retained in their national classifications. Alter-
natively, a country could find it useful to show more details at
a given level of a classification or to introduce additional lev-
els. The national accountants of any country are encouraged
to do this, bearing in mind the objective of international com-
parability.
19.3. The intent behind the SNA is that countries should find it pos-
sible to implement the integrated framework without conflict
with their own requirements. Conversely, countries should
find it possible to innovate when elaborating their own na-
tional accounts so that they do not depart from the main inter-
national standards.
19.4. ln general, h response to analytical requirements and data
availability, the emphasis put on various aspects may vary
within the context of the integrated System. This may be
achieved by using the System's classifications of irrstitutional
sectors, industries, products, transactions, accounts, etc. at
various levels or including additional ones; by applying alter-
native methods of valuation; by giving different priorities for
various parts of the accounts and different frequencies; by t-
arranging the results for publication; etc. The elements of
complementary classifications of transactions and other flows
were especially designed for additional presentations and
analysis. It is also possible to re-order the institutional sub-
sectors in order to give more importance to the criterion of
control which, in the hierarchic classification, does not appear
at the first or even second level. Moreover, one may intro-
duce additional criteria which, while not being included in
the basic classifications of the SNA, do not conflict with
the logic of the System. For example, these additional cri-
teria might be size of employment for enterprises, size of
income for households or the distinction between rural and
urban segments of the economy.
19.5. The flexibility of the SNAsuch asjust described deserves spe-
cial emphasis because in the past the narrow perception had
developed that the SNA was a limited set of accounts that did
not display all the interconnections of the economy and lacked
flexibility for application to different conditions in different
countries. Solutions to these drawbacks had sometimes been
sought through the building of social accounting matrices
(sAMs), wh ich displayed the i n terconnect ions, disaggregated
the household sector, showed the link between income gener-
ation and consumption, etc. Further, sometimes the incorrect
impression had been given that a SAIvI is an alternative to the
SNA. A SAM is not an alternative to the SNA. A SAIU is the
SNA-in matrix terms and incorporating whatever degree of
detail is of special interest. (For further explanation of the ma-
trix presentation and SAMs, see chapter xx.) To date, build-
ers of SAMs have exploited their flexibility to highlight
special interests and concerns more than compilers of regular
national accounts. The powerof a SAM, as well as of the sNA,
comes from choosing the appropriate type of disaggregation
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to study the topic of interest. It is an aim of the System to show
the advantages of applying such flexibility as a rcgular part of
compiling some or all aspects of the accounts, whether the pre-
sentation is a full set of aceounts or an equivalent matrix.
19.6. The purpose of this chapter is not to elaborate in detail how a
country may design its system following the SNA, but to show
how, by using it in a flexible way, a country may adapt the cen-
B. Detailed analysis of the household sectol
19.7 . For indepth analysis of economic and social conditions of the
population, great importance has to be given to the analysis of
the household sector. In the SNA as much importance is at-
tached to the accounts of the household sector as to the ac-
counts of other sectors. The household sector is a complex
one. It covers first, the domestic transactions of households,
i.e., transactions relating to the households'role as final con-
surners. Secondly, it covers activities households carr)'out and
transactions they rcalizn, in connection with production activ-
ities which are not organized on a corporate or quasi-corporate
enterprise basis. For those households which are engaged in
production activities, the household institutional unit rcalizes
both kinds of transactions and holds assets and liabilities be-
longing to and incurred by the household in question. There is
only one figurc for this unit's saving and one for its net worth.
In effect there is no way of observing, after entrepreneurial in-
come has been calculated, how this income is distributed
partly to the household as consumer, and partly retained in the
enterprise, because no such distribution actually takes place.
Although some assets and liabilities may be identified as
being of an enterprise type or a domestic type, others may not,
but in any case it is the household as such which is the owner
of all assets and is responsibte for all liabilities.
19.8. Most households include several individuals who differ not
only in physical characteristics, like sex and äBe, but also as to
whetherthey are employed ornot, and if employed, in the kind
of productive activitie.s in which they engage. So the economic
characteristics of a given household may be rather heteroge-
n@us. However, the socio-economic status of a household is
a useful way to chara cterize the household as a group of indi-
viduals because all its members live togetherand because they
are linked by family or similar rclationships and share many
common features both from a social and economic point of
view.
l. Sub-rcctoring the household 3ectol
19.9. As the household sector as a whole is very heterogen@us sco-
nomically and socially, it is necessary to separate morc homo-
geneous groups within the sector. The System includes a
classification of sub-sectors of households. Households are al-
located to these sub-sectors according to their largest source
of income (see chapter IV). Countries may want to introduce
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tral framework to special circumstances or types of analysis.
The chapter provides a number of examples of such adapta-
tions. In order to avoid misunderstanding it must be clear that
these adaptations are not outside the central frameworlc, but
rather th"y are ways and means of building up a central frame-
work with specific features according to national circum-
stances and needs.
more detail or use a different method, such as the socio-eco-
nomic characteristics of a rcference person-who normally
provides themain sounce of income, ormorr than onemethod
of sub-sectoring. Various criteria might be used.
19.10. For employers and own-account workets, the kind of eco-
nomic activity in which they are engaged, such as agriculture,
mining, manufacturing or construction, or services, is obvi-
ously meaningful. However, inside these broad categories, the
type and size of the business and consequently income and
wealth may differconsiderably. Countries may therefore want
to introduce additional criteria, which may vary from one ac-
tivity to the other, relative to the size and type of the enterprise
owned by 
" 
household. The size can generally be defined in
terms of number of employees and family workers, except in
agriculture and trade. In agriculture, the area, the number of
cattle, etc., have to be taken into account; in trade, the amount
of sales is more significant. The type of enterprise refers to the
way it is organizcd and operated, taking into consideration the
legal status or its absence, the existence of accounts or their
absence, the stability of the activity or its absence, etc. A dis-
tinction commonly referred to is the one between formal and
informal activities, which relies upon these kinds of criteria.
Although a certain degree of informal activity may exist in de-
veloped countries, the distinction is particularly relevant for
developing countries. In many of them it is cmcial due to the
number of people involved (street traders, shoe cleaners, etc.)
who are generally own-account workers, but may be employ-
ers too. The distinction between formal and informal activi-
ties/enterprises is recommended in the System, when rclevant.
The distinction can be used for further sub-sectoring employ-
ers and own-account workers.
19. I l. For employees, various levels of skills may be distinguished.
Other criteria, like the broad categories of activities or type of
enterprise in which people worh may also be used.
19.12. the nral/urban distinction may be essential in certain circum-
stances. The only feasible way to introduce it in the overall ac-
counting structure is based on household survey data, adjusted
in order to take account of production surveys and administra-
tive data. Also, a distinction between ethnic groups may be rel-
evant in certain countries.
19.13. Thble 19.1 summarizes these alternatives.
Application ofthe framework
Table 19.1. Sub-sectoring of households
Socio-economic ststus
Employers
Own-account
workers
Employees
Recipients of property
and transfer income
Property
Pensions
Other transfers
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Economic
activity
Agriculture
Mining,
manufacturing and
construction scrvices
Agriculture
Mining,
manufacttring and
construction services
Agriculture
Mining,
manufacttning and
construction serviccs
Type and/or size
of enterprise skitl Location
Formal
Informal
Size
Urban
Rural
Formal
Informal
Urbn
Rural
High
Medium
[.ow
Urban
Rural
Urban
Rural
2. Applying the sequence of accounts to sub-sectors
19.14. The full sequence of accounts is relevant for all sub-sectors.
However, the production and generation of income accounts
are important mainly for the employers'l and own-account
workers' sub-sectors. In many cases, building up these ac-
counts, even roughly, is the only way to get an approximation
of the mixed income accruing to those households. Production
and generation of income accounts in the case of the othersub-
sectors cover services of owner-occupied dwellings, services
produced by employing paid domestic staff, incidental pro-
duction activities and other unincorporated enterprises that
constitute only a second"ry source of income.
19.15. The accounting structure of the System is designed in order to
describe the three main stages of income distribution and re-
distribution:
(a) Primary incomes (which in the case of the household
sector cover operating surplus, mixed income, compen-
sation of employees, net property income received);
(b) Disposable incoffie, measured after allowing for current
taxes on incoffi€, wealth, etc. and other current transfers,
excluding social transfers in kind; and
(c) Adjusted disposable income, measured after allowing
for social transfers in kind.
The magnitudes of these three concepts of income may differ
widely at the level of the overall household sector. The differ-
ences between them are even greater for some types of house-
holds, which means that in principle it is necessary to take all
of them into account to give a conect picture of income redis-
tribution. In addition, distinguishing the three concepts leads
to the measurement of actual final consumption and saving.
Actual final consumption gives the best approximation of the
total of consumer goods and services actually acquired by the
various groups of households, which is necessary for aTess-
ing their living standards. On the other hand, saving approxi-
mates the change in assets available for the future, at least
when destruction of assets by natural catastrophes or political
events and holding gains/losses due to inflation are not very
important.
19.16. Paragraph 19. 15 above shows the importance of depicting the
complete process of income redistribution, including a thor-
ough study of transfers (see paragraph 19.25 below). Con-
versely, for purposes more closely linked to short-term
analysis of purchasers' behaviour, a concept of income relat-
ing to that paft of income over whose use households can ac-
tually take decisions may b" rrquired. Such a concept might
be called discretionary disposable income. It diffen ffom dis-
posable"income by the amount of the in-kind components
which are included in the latter. See chapter VIII, paragraphs
8. l3 and 8. 14, for a presentation of the components in kind in-
cluded in disposable income.
19.17. Income distribution is commonly studied according to size of
income. Various statistical units are used in such studies-
households, individuals or the tax cluster, depending on the
data source and the kind of income in question. For analysing
the distribution of compensation of employees or morc nar-
rowly wages and salaries, individuals are used because they
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arc the wage earners. In this case the type of income and souroe
of data lead to the same choice of statistical unit. Foroperating
surplus and mixed income, the rclevant statistical unit may be
either the enterprise or the household, because in most circum-
stances morc than one member of the household is working in
this producing unit. For global concepts of income (primary,
discretionary, disposable, adjusted disposable income), the
household is the appropriate statistical urit. The tax cluster
may have to be used if administrative data organized that way
are the only sour,ces of income data, especially the only regular
ones. Household surveys may be designed in orderto best ap
proximat,e the oonqept of the household as the statistical unit
but they have to be supplemented by othgr sourses of data if
the picture is to be complete. When using statistical units
which do not rclate to individuals, it is necessary to make cal-
culations of income by head (or by a statistical standard like
consumption units) in order to avoid misinterprctation.
19.18. One could think of suMividing the household sector, in the
context of national accounts, by income size and of trying to
establish a full set of accounts for each income bracket. This
might be thought of as an alternative to the breakdown by
socio-economic groups or as a complementary suMivision in-
side each such group or sub-group. While this approach pres-
ents no conceptual difficulty (except in choosing the most
relevant income concept), it is improbable that available data
permit it in practice. However, the size of income criterion
might be used for decomposing certain items, such as discre-
tionary income or disposable income and at least some of their
main components.
19.1.9. Apart from the capital account, the other accumulation ac-
counts and the balance sheets may be very difficult to establish
for disaggregated kinds of households, due to data problems.
Studying wealth inequalities is, however, an essential part of
@onomic and social analysis. Various statistical tools may be
used, mainly saving and wealth survcys, records on capital
taxes, data on stocks of buildings and on financial assets and
liabilities. Even in countries where their integration in a na-
tional account framework is a long-term objective, partial
analysis, depending on various circumstancas and needs, may
be feasible and very useful for complementing figures from
the current accounts and the capital account. For example, es-
timates of real holding gains and losses on monetary assets and
liabilities arc important for assessing the effects of inflation on
households. In a country where floods, earthquakes or wam
destroy an important part of household assets, even a rough es-
timate of such destruction is highly dasirable.
3. Introducing complementary details in
transactionr and balancing itemr
19.20. So far this section dealt with the disaggregation of the house-
hold sector in terms of the corresponding column in the inte-
grated @onomic accounts, commenting on the sequence of
accounts and the redistribution and accumulation process. We
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now look at the rows of thosc accounts, i.e., at the transactions
and some balancing items. A number of featrnes of the
System's classifications and relevant complements are intro-
duced. Th"y arc examined in the order of the sequence of ac-
counts and the classifications of transactions.
19.21. Similar purpces may b" p.rnued either by suMividing the
column for the household sector or by distinguishing various
components of certain transactions or balancing items in the
nows. When the first appr@ch is not feasible in practice, an ap
proximation might be available by analysing only some im-
portant items, such as compensation of employees or mixed
income, in the rows. For example, the rura[urban distinction
mentioned in the previous section might be very useful for at
least certain income concepts even if it cannot be implemented
fully. Of course, combining both approaches would permit the
richest analysis, when necessary data are available or valid ap
proximat ions derivable.
19.22. Output may distinguish between components which are sold,
bartered or destined for own-account uses, such as own-ac-
count final consumption and own-account fixed capital for-
mation, or added to inventories (the net variation of which
may be positive or negative).
19.23. Compensation of employees (and the corresponding figures
on employment) lends itself to an analysis by kind of laborn
(for example, level of education, skill-based on a classifica-
tion of occupations-and sex), industry of employment or lo-
cation (as in the rural/urban distinction). Compensation of
employees in cash and in kind may also be separated. As ex-
plained above, the distribution of compensation of employees
or, if not feasible, wages and salaries by income brackets is an
important elernent of economic and social analysis.
19.24. Mixed income and entreprcneurial income may be broken
down in various ways (in the case of households, operating
surplus refers only to the services of owner-occupied dwell-
ings). Here again, various criteria may be used. Industry of or-
igin, formal or informal segments of the economy or location
have been referred to previously. In addition, the distinction
between modern and traditional activities used in produc-
tion (which is not synonymous with the distinction be-
tween formal and informal activities2) or, as an
approximation, between capital intensive and labour inten-
sive activities, may be introduced. If the subsistence econ-
omy represents a significant share of a country's economy,
it is recommended that this should be separated from the
other informal traditional activities.
19.25. The analysis of transfers is an important part of the study of
income redistribution. Data on transfes may come from
household surveys and administrative records. The System's
multi-level classification may be complemented in various
ways. For example, social benefits might be broken down ac-
cording to the type of risk covered (unemployment, sickness,
old age, etc.). Or, in a country where the responsibility for re-
Application ofthe framework
distributing income is still found at the level of the family,
transfers between resident households and remittances from
members of the family living abroad might be isolat"d by sub-
dividing the miscellaneous current transfers of the classifica-
tion, while using the rcmaining part of the latter at a mone
aggregated level.
19.26. Final consumption expenditurc covers components already
met above when considering output. Own-account consump
tion at least should be distinguished from other consumption
elements. If barter transactions are important in a country or a
rcgion, th"y might also be isolated. Another possibility is to
distinguish morc systematically monetrary components from
in-kind elements. The latter will also include the counterparts
of compensation of employees in kind and hansfers in kind
from the rest of the world and corporations, if any. Further, the
C. Expenditures byenterprises in transition economies
19.30. One of the reasons for separating institutional units into sec-
tors has to do with the basic objectives of the units (see chapter
ID. Non-financial and financial corporations produce goods
and services with the intention of selling them on the market
at prices that cover their costs and making a profit. Govern-
ment units and NPISHs produce or purchase goods and ser-
vices in order to provide them free, or at prices which are not
economically significant, to individual households or to the
community as a whole. The individual goods and services pro-
vided mainly concern health and education. Even in a market
economy, some enterprises may also provide schools and hos-
pitals for their employees. For exampte, mining companies
operating in remote areas may do so. However, this provision
of services is not solely, or even primarily, r concern with so-
cial policy; rather it is dictat"d by the demands of the market
place. If schools and hospitals are not available close to the
nlines, people would not be willing to work there. In these cir-
cumstances, the provision of the education and health services
is seen as being part of the remuneration package offered to
employess, and the value of these services is treated in the Syr-
tem as wages and salaries in kind.
19.31. Under a planned economy, enterprises frequently provided
health, education and recreational services for their employ-
ees (and sometimes the general population), not primarily to
attract employees but as an extension of a government policy
of providing these services throughout the economy. Since the
enterprises were state controlled, the state could use them as
"agents" to ensure that the services were provided in specific
regions or to particular groups of workers. The costs of the ser-
vices were taken into account, at least implicitly, when calcu-
lating the transfers to be paid from the enterprise to
government (taxes) or from government to the enterprise (sub-
sidies). Within the system of statistical balances of the national
economy, the expenditures were recorded as part of total con-
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various components of non-monetary consumption hansac-
tions may be identified.
19.27. Transfers in kind by govenrment or non-ptofit institutions
serving hotrseholds (NPISIIS) have to be taken into accognt in
order to go ftom consumption expenditure to actual consump-
tion. They are of couse non-monetary by definition.
19.28. The need for separating monetary and non-monetary transac-
tions leads to the isolation in the capital account of own-ac-
count capital formation.
lg.2g. Table lg.2 presents the sequenee of accounts for the house-
hold sector with the classification of transactions and balanc-
ing items complemented by additional suMivisions. A
number of the subdivisions are elements of complementary
classifications.
on behalf of empfoyees
sumption of the population (equivalent to actual final con-
sumption of households in the SNA).
t9.32. As countries make the transition from planned to market econ-
o*y, and from using the system of material product balances
(MPS) to using the SNA, there is a question about how to re-
cord these expenditures by enterprises on behalf of their em-
ployees. The sNA does not recognize a concept of final
consumption expenditure of enterprises because, as men-
tioned above, the concept of enterprise is based on considera-
tions of matching supply and demand through the market
place.
19.33. One possibility would be to treat the expenditures as wages
and salaries in kind, as in the case of the mining company
quoted above. The treatment of wages and salaries in kind in
the System is such that the output of health and other social
services by the enterprise would then be recorded as pur-
chased by the employees using these in-kind wages and sala-
ries as the matching resources. This would balance supply and
demand and show the correct level of household consumption
of the services in question. However they would appear as part
of household final consumption expenditure and not as social
transfers in kind. The rationale for introducing the difference
between consumption expenditure and actual consumption
into the System is precisely to be able to see the difference be-
tween who finances the consumption and who benefits from
it. Not recogni zing these expenditures as a form of social
transfer in kind would seriously distort the analysis of who
Pays and who consumes just at the moment when monitoring
the emerging patterns of market behaviour is of most import-
ance.
19.34. To resolve the problem for the duration of the transition, it is
suggested that, for countries in transition, enterprises under-
taking significant amounts of social expenditure on behalf of
their ernployees should be treated as two institutional units.
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distribution
of income
Output
Inüermediate consumption
Value added, gross I
Consumption of fixed capital
Value added, net
Compensation of employees
* * Wages and salaries
Employers' social contribution
Employers' actual social
contributions
Employers' imputed social
contributions
* by industry of origin
* by kind of labour
(skill,educ.,sex,age)
D.2-D.3 Taxes less subsidies on production
and imports
D.2l-D.31 Taxes less subsidies on products
D.29-D39 Other ta"res less subsidies on
production
P. l
P.2
B . l g
K. l
B . l n
D . l
D. l  I
D . l2
D.tzr
D.t22
B.2s
B.3g
B.2n
B.3n
D.4
D.4l
D.42
D.421
D.422
D.43
D.44
D.45
B.5g
B.5n
D.5
D.6l
D.6l I
D . 6 l 1 l
D .6112
D.6 l  3
D.6t2
D.62
D.621
D.622
D.623
D.624
D.7
D.7l
D.72
D.75
B.6g
B.6n
I .
Production
I I . 1 . 1
Generation
of income
tr.l.2.
Allocation
of primary
income
Operating surplus, gross
Mixed income, gross
Operating surplus, net
Mixed income, net
* by industry of origin
* formaUinformal
* modern/traditional
Property income
Interest
Distribuüed income of corporations
Dividends
Withdrawals from income of
quasi-corporations
Reinvested earnings of direct foreign
foreign investment
Property income attributed
to insurance policy holders
Rent
Balance of primary incomes, gross
Balance of primary incomes, net
Current taxes on income, wealth etc.
Social contributions
Actual social contributions
Employers' actual social
contributions
Employees' social contributions
Social contributions by self- and
non-employed persons
Imputed social contributions
Social benefits other than social
transfers in kind
* * Social security benefits in cash
Private funded social benefits
Unfunded employee social benefits
Social assistance benefits in cash
* by tlpe of risk covered
Other current transfers
Non-life insurance premiums less
service charges
Non-life insurance claims
Miscellaneous current transfers
Transfers between households
Remittances from family members
living abroad
Disposable income, gross
Disposable income, net
Discretionary disposable income
Disposable income in kind
rr.2.
Secondary
distribution
of income
II.3.
Redistri-
bution of
income
in kind
Application of the framework
Table 19.2. Integrated economic accounts forthe household sector [cont.]
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Capital
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Financial
D.63
D.631
D.631 l
D.63t2
D.6313
B.7e
B.7n
B.6g
B.6n
P.4
P.3
Social transfers in kind
Social benefits in kind
* * Social security benefits,
reimbursemenß
Other social security benefits in
kind
Social assisüance benefits in kind
* by type of risk covered
Transfers of Individual non-market
goods and services (not incl. in
soc. benefits)
Adjusüed disposable income, gross
Adjusted disposable incotne, net
Discretionary disposable income
Disposable income in kind
Social transfers in kind from gov.NPI
Disposable income,gross
Disposable income, net
Actual final consumption
Final consumption expenditure
purchases (net)
Bartered consumption goods and
services in kind
Own-account final consumption
subsistence economy
serviceb of owner-occupied
dwellings
domestic services
other
Compensation of employees in kind
Transfers in kind from non-govern-
ment/ NPI origin
Insurance seruice charge
Implicit serv. charge for fin. inüermed.
Adjustment for the change in net
equity of households on pension funds
Saving, gross
Consumption of fixed capital
Saving, net
Gross capital formation
Gross fixed capital formation
Purchases (less sales of existing
fixed assets)
Own grioss fixed capital formation
Capital transfers in kind (net)
Changes in 
_inventories
of which: changes in invent. of
finished goods and work in progress
Acquisitions less disposals of valuables
Consumption of fixed capital (-)
Acquisition less disposals of
non-produced assets
Capital transfers, receivable
Investment grants
Other capital transfers
Capital transfers, payable (-)
Capital tares
Other capital transfers
Changes in net worth due to saving
and capital transfers 2
Net lending (+) / borcowing (-)
Acquisition of financial assets
Incurrence of financial liabilities
D.8
B.8g
K. l
B.8n
P.5
P.5l
P.52
P.53
K. l
K.2
D.9
D.92
D.99
D.9
D.9l
D.99
B . l 0 . l
8.9
II.4.
Use of
income
m. l .
Capital
III2
Financial
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F.2 Currency and deposits
of which: denominated in national
cutrency
denominated in foreign cturency
of which liability of:
resident units
rest of the world
Securities other than shares
Loans
Shares and other equity
Insurance üechnical reserves
Other accounts receivable/payable
Economic appearance of
non-produced assets
Economic appearance of produced assets
Natural growth of non-cultivated
biological resources
Economic disappearance of
non-produced assets
Catastrophic losses
Uncompensaüed seizures
Other volume changes in
non-financial assets n.e.c.
Other volume changes in financial
assets and liabilities n.e.c.
Changes in classifications and structure'
Changes in net worth due to other
changes in volume of asseß
Nominal holding gains /losses
Non-financial assets
Produced assets
Non-produced assets
Financial assets
Liabilities
Changes in net worth due to
nominal holding gains/losses
AN. Non-financial assets
AN.l Produced assets
AN.2 Non-produced assets
AF. Financial assets
AF. Liabilities
8.90 Net worth
Total changes in assets
AN. Non-financial assets
AN.l Produced assets
AN.2 Non-produced assets
AF. Financial assets
AF. Tor.al changes in liabilities
B.l0 Changes in net worth due to:
B.l0.l Saving and capital transfers
B. 10.2 Other changes in volume of assets
8.10.3 Nominal holding gains/losses
B.l0.3l Neutral holding gains/losses
8.10.32 Real holding gains llosses
Non-financial assets
Produced assets
Non-produced assets
Financial assets
Liabilities
Net worth
Account
I I r .3. l .
Other
changes
in volume
of assets
ITL32
Re-
valuation
ry.I .
Opening
balance
sheet
F_
Changes
in balance
sheet
IV.3.
Closing
balance
sheet
F.3
F.4
F.5
F.6
F,7
K.3
K.4
K.5
K.6
K.7
K.8
K.9
K. l0
K. l2
8 .10 .2
K . l l
AN.
AN.I
AN.2
AF.
AF.
B.  10.3
r I I .3. l  .
Other
changes
in volume
of assets
fir3.2.
Re-
valuation
ry.1.
Opening
balance
sheet
rvz
Changes
in balance
sheet
AN.
AN.I
AN.2
AF.
AF.
8.90
IV.3.
Closing
balance
sheet
*'r Indicates the first item of the breakdown in the full sequence of accounts for the
household sector.
* Indicates a possible alternative breakdown.
I All balancing items can be measured gross or net of consumption of fixed capital.
The code for gross balancing item is the code for the item plus the letter "g". Similarily,
the letter "n" attached to a code indicaües net values.
2 "Changes in net worth due to saving and capital transfers" is not
a balancing item in the structure of the System. It is the total of the
right-hand side of the capital account. However, as a significant
component of changes in net worth, it is coded with the other
components of the latter.
Application of the framework
That part of their activity concerned with producing ggos- and
services for sale on the market should be healcd as a financial
or non-financial enterprise as appropriate. That part of the ec-
tivity @noerned with the provision of social serviee to thoir
employees should be treated as an NPISH, ev€n if ttrere is not
a compleüe set of accounts, including a balance sheet, rclating
to these activities alone. Given the book-keeping practicee in
coun&ies in hansition, it is likely that in many cases completc
ac@unts will be available and heating thesc as relating to an
NPISH would in fact simply be the direct implementation of
sNA principles. In cases where less complete rccor& exist, a
*quasi-NPISH" 
should be established using whatever inf,q.
mation is available. This may consist of data rclating to a pro-
duction account only, in which case the output will be
recorded as produced by the quasi-NPISH. Alternatively, it
may not be possible to separate production costs. In this sase
429
, 
'tlratdat production of thc financial ornon-financial entrerprise
' will include ttle prcduction of the social services, which will
appfär as being solel to the quasi-NPISH.
19"35" In all thrw cases, individual eonsumption expenditurc will be
rwrH by the NPISH or quaci-NPISH, financed by a bans-
fer of the same amount by the parent enterprisles. firese will
Gform partof social Uansfers in kind and thus enterhouscholds'
tulp. Because of their importance, all thesc NPISIIs should be
gtoupd together in a special sub-sector of NPISHS called en-
terPrisc NPISI{s so that their changing role during the hansi-
tion pro€ss can be monitorpd. When the sub-sector is no
longcr significant, ffiI ramaining expenditure of this type by
enterprises should bi treated as wages and salaries in kind and
thc quasi-writs merged back with their parent enterprises.
0. Puhlic, national private and foreign controlled $Gstorc
19.36. The classification of institutional sectors systematically in-
cludes the distinction between public, national privateand for-
eign controlled corporations. For non-financial corporations, 
lg"lg.it appears at the second level of the classification; in the ease 
?- ''
of financial corporations, the distinction is made only at the
third or fourth level. The existence of these distinctions per*
mits their reanangement for analytical purposes according to
need and circumstance.
l. The public sector
19.37. The elements composing the public sector are present in the
main classifications of the System and can be reananged in
order to show the accounts of the overall public sector. This is
done by putting together the sub-sectors of general govern-
ment and the public sub-sectors of non-financial and financial 19'40'
co$orations. The accounts of the public sectorportray the role
of the public authorities in supplying goods and services to the
economy and the demands made on the resources for produc-
tion by the public authorities. The aceounts also delineate the 19.41 
"
means of financing production, consumption and capital for-
mation used by the public sector, its contribution to inflation- :
ary or deflationary pressures and to the external surplus or
deficit and external debt. The role of the public sector in the
redistribution of income already appears in the general Sov*
ernment accounts.
19.38. The full sequence of accounts lends itself to the analysisof the
public sector (though it may be difficult to obtain the data in
some cases even if they normally exist for all units composing
the public sector). At a minimuffi, the production and genera-
tion of income accounts have to be studied to identify the prin-
cipal activities carried out by public non-finaneial
corporations. In addition, it is advisable to establish, whenever
feasible, a complete set of accounts for sub-secto,rs of publie
non-finaneial eorporations according to their main economic
aetivity.
The publie seetor accounts may be presented in a framework
similar to the integrated economie accounts but with columns
shown first for the various components of the public sector,
then for the rest of the economy (the private sector). As ana-
lysts are interested in the relation of the public sector as a
whole with the rest of the economy, consolidated accounts are
necessary. However, in order to preserve an understanding of
the System, it seems preferable to present the accounts of the
public seetor before consolidation, than after consolidation.
(As explained in paragraph 2.82 of chapter II, transactions ap-
pearing in different accounts are never consolidated in order
not to change the balancing items.)
These rearangements of sectors might be shown in a presen-
tation similar to the integrated economic accounts. They are
shown in the five columns labelled "Public sector" in table
19.3.3
If a country is facing balance of payments problems, it would
be extremely useful to record separately the external transac-
tions of the public sector, if feasible (the main difficulty refers
to exports and imports which nece^ssitate a special analysis).
This would allow the external balance of goods and services,
the cunent external balance and the net lending of the rest of
the world to be measured separately for the public sector and
the private sector" The necessary breakdown of the rest of the
world columns is shown in table 19.3.
t'9'42. For certain analyses, naffower concepts of the public sector
are useful when dealing with capital and financial aceounts.
Thuy refer to the non-financial public sector (i.e., general gov-
, ., ernment plus public non-financial corporations) and the non-
monetary public seetor (i"e., the non-financial public sector
plus public financial eorporations except the central bank and
430System of National Accounts 1993
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other depository corporations). Consolidated capital and fi-
nancial accounts for these alternative definitions are rccom-
mended.
2. The national priyate and foreign controlled ucton
19.43. Accounting for the public sector implies interest in the ac-
counts of the private sector. The latter covers private corpora-
tions, households and NPISIIs. However, privatre
corporations in turn include foreign controlled and national
ones. Foreign controlled non-financial and financial corpora-
tions may be grouped in order to show their transactions scp
arately from those of the national private sector (which oovels
national private non-financial and financial corporations,
households and NPISHs).4 For foreign controlled units from
one side, and for national private units from the other, therc is
no obvious need for consolidation
19.44. Thble 19.3 shows an arrangement in which the private sector
is the sum of the foreign controlled sector and the national pri-
vate sector. Of course, the components of forcign controlled
(non-financial and financial corporations) and national p.i-
vate sectors (non-financial, financial corporations, house-
holds and NPISHs) may be shown in such a presentation if so
desired.
19.45. The analysis of the public sector, the national private and the
foreign controlled sector and the moving of units from one
E. Key sector and other special sector accounts
19.49. The System permits an integrated analysis of economic activ-
ities within each institutional sector. For example, accounts
for sub-sectors of non-financial corporations may be estab-
lished by grouping corporations or, if more meaningful, sub-
groups of corporations according to their principal economic
activity. The analysis may cover the full e'conomic process,
from production to accumulation. This may be done system-
atically at a given level, probably fairly aggregatd, of the In-
ternational Standard Industrial Classification (ISIC) or for a
number of selected industries which are of special interest in
a given country. Similar analysis can be made for household
production activities, at least up to the point where entrepre-
neurial income is calculated.
19.50. In certain cases it is very useful for economic analysis to put
special emphasis on activities that play a predominant role in
the economy's external transactions and equilibrium in gen-
eral. These key activities may include the petroleum sector,
mining activities or crops (coffee, for example), which ac-
count for an important part of exports, foreign exchange assets
ffid, very often, government resources. In certain economies,
banking itself is a key activity. The System does not try to pro-
vide specific and precise criteria for the definition of what a
key sector or activity is. It is a matter ofjudgement in a given
432
sector to another due to privatization and the sale of previously
stat,e-owned entities is a major issue in various parts of the
world. It is a special concern in the case of cquntries in hansi-
tion toward a market economy and has many implications for
the national accounts of these countries.
19.46. It would also be analytically useful in certain circumstances to
show separately, if feasible, the external harrsactions of the
foreign controlled and the national private sector, respec-
tively.
3. Rortetement of purpom
lg.47.1he int,ention of the above paragraphs is not to propose a
choicc between the presentation of sub-sectors described and
the standard one (incorporated, for example in the integrated
economic accounts shown in chapter II), where the hierarchic
classification is directly used. Both types of analysis and pre-
sentation are parts of the central framework and may be used
together if relevant for a country.
19.48. Accounting for the public, foreign controlled and national pri-
vate segments of the economy gives important structural in-
formation, such as their respective shares in value added,
various income concepts and saving. Data on employment in
these various parts of the economy are also very useful. Above
all, such accounts allow the economic behaviour and results
of those sectors to be analysed in a consistent way.
country, based on economic analysis and economic and social
policy requirements. For instance, even a small industry at an
infant stage might deserve to be treated as a key activity.
19.51. First, these key activities and their conesponding pnoducts
have to be defined. For this, items shown in distinct places of
ßIC or the national classification may need to be grouped to-
::l:::ff ilIj;:'ffi.l:ff"j;'"::il15ä'äääl
vision I l), manufacturc of refined petroleum products (ISIC
class z3z}),transport via pipelines (ISIC class 6030), whole-
sale of solid, liquid and gaseous fuels and related products
(class 514l) and retail sale of automobile fuel (class 5050).
The extension of the key sector(s) depends on the circum-
stances. For example, the oil sector may have to cover petro-
chemical processing.
19.52. A goods and services account for the k"y products is estab-
lished showing the resources and uses of these products. A
production account and a generation of income account for
the key industries are built up. For both activities and prod-
ucts, detailed classifications have to be used to fully under-
stand the economic process and the related valuation
procedures in this field. There generally exists a combina-
Application of the framework
tion of market and administered prices, a complex system of
taxes and subsidies, ob.
19.53. fire key products and key indushies accounts may be analysed
in the conüext of a supply and usc tablc (sec table 19.4). Kcy
indushies are shown in detail in columns, ard ottrer indushies
may be aggregated. In the nows, key products are similarly
shown in detail, and other products aggregated. Of coursc, all
or some other industries or products may be shown in detail
depending on the purpose of the table. At the bottom of the
supply and usc table, rows show labour inputs, gross fixed
capital formation and stoclcs of fixed assets; the relevant fig-
unes forkey industries appearat the inüersection betwecn thesc
lows and the columns for industries. In the use part of the table,
columns for gross fixed capital formation and changes in in-
ventories respectively may be broken down between by.o-
to(s) or industry(ies) and other sectors or indushics. In a
country wherc the key activity is carried out by very heteroge-
neoust ypes of producers, such as small farmers and big plan-
tations owned and operated by corporations, the two groups of
producers can be distinguished, as they have wholly differcnt
cost structures and behave differently.
19.54. Then, a set of accounts, as complete as feasible, is compiled
for the key sector, which has to be delimited. In the case of oil
and mining activities, the key sertor generally consists of a
limited number of big corporations. All transactions of the lat-
ter are covered, even when they carry out secondary activities,
giving rise to secondary products. It is useful to know the na-
ture of these secondary products, but not necessarily their des-
tination. The distinction between public, foreign controlled or
private corporations is of course fundamental when dealing
with a key sector. The business accounts themselves have to
be carefully studied for each big corporation involved to cafiy
out an integrated analysis, a task that is neither straightforward
nor easy. Part of mining activities may be carried out by small
corporations or even unincorporated enterprises. These units
must be included in the key sector, even if it is necessary to rely
on partial information coming from statistical surveys or ad-
ministrative data.
19.55. When the key activity is an agricultural one, like coffee in cer-
tain countries, the situation is more complex. Most produceß
are probably unincorporated enterprises that do not qualify as
quasi-corporations. Ideally, the key sector accounts would in-
clude a complete set of accounts for the households that carry
out these productive activities. Because this may be difficult
to do in practice, it may be necessary to limit oneself to show-
ing only the accounts and transactions which are most closely
linked with the key activity. These may include production,
generation of income and entrepreneurial income accounts
from one side and main transactions of the capital and finan-
cial accounts from the other.
19.56. In many cases, government plays an important role in connec-
tion with key activities, either via taxes and property income
receipts, regulatory activ ity and/or subsidies. Accordingly, the
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dctailed study of hansactions between the key sectorand gen-
eml goyernment is yery important. Tte classification of narrs-
actions may be extended to identify thosc flows connected
with the key activitn including the relevant taxes on products.
Thesc flows may ber€ceive4 in additiontothegeneral budget
itsolf, by various govenunent agencies, such as minishies for
special ptupoecs, universities, fimds and special accounts, otg.
Similarly, it is very ueeful for economic analysis to indicate
what uses are madc by government of these tcsources, 6pe-
cialln of coursc, in the case of oil when they do not go into the
general budget. This calls for a specific analysis by purposc of
this part of government expenditutp.
19.57. When the key activities are based on natural non-rcnewable
nesourrc€s, likc subsoil resources, the key sector accounts have
torpcord carefully the changes in theseresources (new discov-
eries and depletion) in the other changes in volume of assets
account and holding gains/losses on them in the revaluation
account. These data arc crucial for assessing corectly the eco-
nomic performance of the economy in question. Morc
broadly, the key sector accounts may be extended in the direc-
tion of environmental accounting (see chapter XXI).
19.58. The key sector accounts may be presented in the ftamework
of integrated economic accounts. Thble 19.5 is an example. A
column or group of columns is introduced for key sector(s)
and some other columns are renamed when relevant, like
"other non-financial corporations" and/or "other house-
hotds". Doing so makes it ilossible to see at a glancc the re-
spective shares of the k"y sector and other sectors in
transactions and balancing items. Of couls{e, the precise for-
mat of such a table depends on the circumstances and the ob-
jectives pursued. In the example given in table 19.5, the key
sector is supposed to include institutional units which arc ei-
ther foreign controlled, public or national private ones.
19.59. One mone step may consist in showing in additional tables the
"from whom to whom?" relationship between the key sector
and each other sector and the rest of the world. In any ease, the
external transactions of the key sector(s) are essential for eco-
nomic analysis and may be shown in the integrated economic
accounts framework by subdividing the column for the rest of
the world accordingln as shown in table 19.5.
19.60. Tourism as a special sector raises specific problems because
tourism is not always easily identifiable directly as a set of ac-
tivities, products and producing units. Consequentln tourism
accounts are dealt with in the context of satellite accorurts. Of
coutse it is possible to define more nanowly a key sectormade
out of institutional units which are mainly engaged in certain
industries, obviously tourist in nature and to treat it directly in
the central framework. This may be especially workable and
meaningful in a country wherc tourist services are rendered
mainly to non-residents, mostly in specific establishments.
19.61 . On the model of key sector accounts, similar accounts may be
built up for other special sectons which are not key sectors in
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Application ofthe framework
the sense of paragraph 19.50 above, but deserve special con-
sideration from the point of view of economic and social pol-
i"y. Agriculttrrc is often a good example in developed
F. External accounts problems
19.62. The rest of the world accounts provide an overall view of a
country's extrernal transactions. This view is elaborated for im-
ports and exports in the supply and use table where they arc
broken down by products and for ext,ernal assets and liabilities
and financial transactions in the ttreedimensional tables
wherc relations between creditor and debtor sectors ant
shown.
19.63. Countries which experience difficulties in their external equi-
librium may want to incorporaüe further details in their na-
tional accounts in order to provide a basis for more refined
analysis. The measurement and analysis of the external trans-
actions of the public/private sectors and of the key sectors and
of the foreign controlled sector, both referred to above, may be
of special relevarce.
19.&. On the other hand, it is also possible to suMivide the rest of
the world account according to various groupings of countries
that are relevant in light of a country's external relations. For
example, such groupings may distinguish countries that are
members of a regional pact, like the European Economic
Community or the Andean Pact, countries that have similar
economic conditions, like OPEC countries orthe main export-
ing developed economies, etc. The SNA does not make any
specific r@ommendation in this respect, because the relevant
suMivision depends on countries themselves or regional
agreements.
19.65. The analysis of imports by products and the elasticity of im-
ports in relation to the rate of growth of gross domestic product
(GDP) or changes in the rate of foreign exchange may be use-
fully supplemented by the study of the import content of inter-
mediate and final consumption and capital formation. This
may be done by using a variant of the supply and use table
which distinguishes imported products from domestically
produced goods and services in the various uses of goods and
services (see chapter XV).
19.66. The System recommends the calculation of the global
amounts of implicit taxes and subsidies or other transfers in-
volved in multiple exchange rates if they exist in a country (see
G. High inflation
19.68. Establishing meaningful national accounts in a country where
high inflation prevails is indeed a challenge for national ac-
counting. This challenge does not arise because those condi-
tions create totally new national accounting problems. In fact,
the same problems also exist conceptually in the very common
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countries because it generates urpluscs and necessitates an
important amount of subsidies.
annex A to this chapt,er). This procedurc allows a betüer and
mott consistent analysis of external accounts both in national
and forcign curency. However, the System uses the actual ex-
change rates applied in the various transactions to convert
their value in foreign crurency to the one in the national crn-
rency, in ordcr not tro depart from the actual raües which have
influenced the behaviour of the eoonomic agents. In addition
to this, a country may find it analytically useful to calculatc
each transaction in national currency by using the average ex-
change rate. The difference, for each transaction, between the
lattervalue and the one previously obtained when using theac-
tual exchange rate represents the implicit taxes and subsidies
or other transfers attached to the sperific transaction. These
figures are of interest when analysing the distortions a system
of multiple exchange rate implies. Acountry with a unique ex-
change rate artificially stated may find it useful to do the same
exercise. The additional difficulty in this case is the determi-
nation of the exchange rate of reference since it cannot be cal-
culated as a weighted average exchange rate in such a
situation.
19.67. Emphasis must be put on debt stoclcs and transactions when
external debt problems are important. As recalled at the begin-
ning of this section, the System provides for threedimen-
sional tables where transactions in financial instruments and
stocks of such assets/liabilities are recorded according to cred-
itor and debtor sectors. Even if a country does not find it fea-
sible to elaborate these tables completely, they are worth doing
at least for the rest of the world and the counterpart sectols.
' Such tables may be supplemented or ananged in orderto show
anears and debt reorganization, if any. The servicing of exter-
nal debt covers interest, which appears directly in the rest of
the world accounts, and reimbursement of the principal of the
debt. The latter does not appear explicitly in the financial ac-
count of the rest of the world because only net incunence of
liabilities by the nation is included. In such circumstances it is
necessary to record separately incurrence of new debt and re-
imbursement.
situation of creeping inflation, with low rates of changes in the
general level of prices. However, high rates of inflation exac-
erbate the problems. A method of measurement which gives
acceptable approximate measures in more or less normal con-
ditions may no longer be acceptable with significant inflation.
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19.69. Basically, under high inflation the tluee classic roles of the
cturency are disrupted. The disruption in the currency's role
as instnrment of payment is minor; most transactions continue
to be cleared in the national cunency even though-some-
times legally, mone often illegally-forcign cwrencies may be
used for some domestic payments. The main difficulties arc
encountered in the cunency's role of reserve of value. This as-
pect is well-known. When the annual rate of inflation is 500
per cent, for example, it is not advisable to k""p any saving in
the form of monetary assets, unless a mechanism of compen-
sation against inflation is established explicitly through index-
ation or implicitly through high market rates of interest. 19.73.
Perhaps less obvious is the crisis of the curency's role as unit
of account even for short perids of time. This aspect is, of
couts{e, connectcd with the prcvious one. Even within a period
of one year, the value (i.e., the purchasing power) of the cur-
rcncy diminishes sharply when inflation is high, with the rc-
sult that the sum of the values of transactions which take place
at different times of the year is not at all easy to interpret. If all
transactions were evenly distributed and inflation rcgulardur-
ing the y€r, it could be said that the unit of account is the mid-
year value of the curency. However, this condition is not
fulfilled in practice. This means that underhigh inflation flows
as conventionally measured give a distorted picturc of the eco-
nomic structure.
19.70. On certain aspects the SNA provide rules which, rigorously
applied, ü€ capable of providing correct measuries. Forexam- ß.74.
ple, nrles related to time of recording transactions arc essen-
tial: transactions have to be recorded at the same point in time
in the various accounts in question for both transactors. Dif-
ferences in the time of recording by transactors have much
more serious distorting effects when inflation is high.
19.71 . A particular and very important aspect concerns transrctions
and balancing items that are measured by the difference be-
tween flows. This is the case, for example, for trade margins
measured as the difference between sales and the purchase
value of the goods which are sold (the method followed in
pmctice being very often: sales less purchases plus changes in
inventories). The correct measurement of trade margins at any
point in time supposes that the purchase value of the goods
sold is the price prevailing at the time the goods are sold, not
at the time the purchase was actually made. In other words it
means that changes in inventories have to reflect adequately
the difference in value between entries to and withdrawals lg.71.
from inventories valued at prices at the time of entry and with-
drawal, respectively (see chapter VI).
t9.'12. The measurement of value added is a very important case in
point when the process of production extends over a long pe-
riod of time (under high inflation *long- is usually much
shorterthan when inflation is low) and there is a significant lag
between intermediate consumption and the recording of out- 19.76.
put. (In agnculture, for example, harvesting may even take
. place in a differcnt calendar year). In principle, the System
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provides the solution for correct meastrement. It rclies upon
careful recording of work in progress. ln effect, if intermediatc
oonsumption takes place mainln for example, in the fnst part
of the year and output (harvests or, in other sases, deliveries
taken as a measure of output) is recorded mostly in the second
part of the year, underhigh inflation value added will be over-
estimatcd. Since compensation of employees is recorded
when due or paid, the figure for operating surplus is heavily
distorted. Of courlee, for agriculturc if harvests occtu mainly
in the fimt half of the year and intermediate consumption in the
second, the distortion is inverted.
The solution in such cases, in principle, is to record output pro-
gressively as work-in-progr€ss. Then at the end of the process
of production, the prcviously recorded wonk-in-progress is
withdrawn from inventories after due rcvaluation, while from
thc other side the output of finished products is entered in in-
ventories at the prices prevailing at this time. This solution
shows that, basically, the right rule of recording output and in-
ventories is the perpetual inventory method, carcful attention
being paid to the recording of work-in-progress. This is true
for business accounts and national accounts as well. Depar-
tures from this ideal treatment cause more significant biases
when inflation is high. In practice, the right solution may be
difficult to apply, especially if business accounts do not pro-
vide adequate data. However, it should be approximated as far
as possible, in order to minimize distortions.
Applying the System's solutions referred to in the previous
paragraphs is a means of trying to get correct measures as far
as it is feasible. However, they do not solve the difficulty re-
lated to the loss of meaning of the unit of account under high
inflation. Rigorously, a unit of the curency at the begrnning
of the year is not additive with a unit of the cunency in the last
months of the same year. Strictly speaking, this holds every
time the purchasing power of the curency changes, even
when the rate of inflation is low. However, under normal con-
ditions (low inflation) it is assumed that overa short period of
time (one year) the loss of significance of the crurency as a unit
of account is limited. For longer periods, this assumption is not
acceptable, and comparisons are made eitherat constant prices
(for goods and services) or in real terms (constant prnchasing
power of the currency). A short perid of hyper-inflation in-
volves the same measurement problems as a much longer pe-
riod of low inflation.
As explained above, because transactions are not evenly dis-
tributed and inflation is not regular during the year, it may not
be assumed that the implicit unit of account is the mid-year
cunency. Consequently, the economic rclations are distorted.
Phenomena (rccuning mainly in the first part of the year have
their sharcs understated; conveßely, those occuning mainly
in the last part of the year have their shares overstated.
In order to avoid such distortions, it would be possible to use
the currency at a certain point or during a short perid of time
(one month, for example) as the unit of account. All hansac-
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tions would then be revalued at the (constant prnchasing
power of the) crurency at the chosen point orperiod by apply-
ing to ctrrent values an indicator of the change in the general
price level. Applying such a procedure systematically might,
of course, b btudensome, but it might be appropriate to im-
plement it for certain flows or certain aggregates onln possi-
bly using simplified methods of calculation.
19.77 . Because of the difficulties in inüerpreting national accounts in
currcnt values, one could conclude that it is useless to establish
these accounts. However, th"y remain necessary for use in
conjunction with monetary and financial variables. Further,
under such circumstances more emphasis should be given to
accounts covering shorter time perids. As monthly accounts
arc obviously impracticable, except for some items, quarterly
accounts covering morc than just GDP and its uscs would be
of great value for analysis. The use of the currcncy as a unit of
account on a quarterly basis, while subject to the general crit-
icism in principle, provides results which are easier to inter-
pret than annual data, at least if hyper-inflation is avoided. In
addition, quarlerly accounts might provide a short-cut method
for determining annual accounts, using the average value of
the currency in a given quarter as the unit of account.
19.78. Constant price estimates, which play an important role in na-
tional accounting in general, are given even more emphasis for
flows of goods and services and the production account when
inflation is high. As far as possible it is probably appropriate
to attempt to estimate volume increases directly rather than
rely on deflation methods applied to current prices. ln effect,
the degree of approximation in the measurement of price
changes may well be of the order of magnitude of the volume
changes. The danger is increased when the base period for
price increases is very out of date.
19.79. ln general, frequent rebasing of national accounts in constant
prices is advisable when changes in relative prices are import-
ant. The choice of the base period, which is always a delicate
one, may be especially complex under high inflation due to the
fact that price adjustments are irregularly timed. Studying how
relative prices move in the short, medium and long term in p"-
riods of high inflation, as compared with other periods, is of
particular importance.
19.80. To assess the effects of inflation it is not sufficient to measure
only flows in the current accounts and in the capital and finan-
cial accounts of the System. This is so because inflation may
redistribute wealth and because changes in real wealth due to
H. Ouarterly accounts
19.84. When using the System for short-term analysis, annual ac-
counts are not sufficient because they do not generally permit
the various short-term movements to be followed as closely as
necessary. On the other hand, relying only on the analysis of
short-term indicators is not an adequate alternative for various
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inflation may amplify or counterbalance changes in theee
flows. the rcvaluation account of the System, which shows
real holding gains and losses incurred by instihrtional sectons
and the rest of the world according to the types of assets and
liabilities th"y hold, is of special importance in this context.
19.81. Calculating these gains and losses supposes, of course, that a
country has previously established sector hlance sheetrs. Es-
tablishing sector balance sheets for financial assets and liabil-
ities is of prime importance because the dramatic changes in
the purchasing power of the curency when inflation is high
undermine its role as a reserve of value, ThG face value ofrDon-
etary assets covers a vanishing real value of these assetrs. For
interest-bearing monetary assets and liabilities (non-interest
bearing monetary assets may hardly exist when inflation is
high, except at the minimum level nec€ssary for current pay-
ments), the decrease in their real value is generally compen-
sated, at least in part, by explicit indexation or inclusion of an
element compensating for inflation in the rate of interest. This
means that nominal intercst, under the.se circumstances, can
include a component which may be viewed as an anticipated
reimbursement/refund of the real value of the principal of the
financial liability/asset. The higher the rate of inflation, the
quicker is this process of reimbursement/refund.
19.82. The element of compensation for inflation should not be con-
sidered as a return to capital by the lender and a crurent cost by
the borrower. The System treats these components of explicit
or implicit indexation as interest received and paid in the cur-
rent accounts, and this treatment does not create great difficul-
ties when inflation is low. However, the measurcment of these
components is essential when inflation is high if one wants to
interpret correctly figures such as government disposable in-
come or savinB (or government deficit) and the corresponding
figures for creditor sectots, etc. For this reason, the System
reconunends showing real holding gains and losses on mone-
tary assets as memorandum items to the current accounts.
Countries with high inflation would benefit grcatly from fol-
lowing this procedure and, in addition, giving great emphasis
to a careful scrutiny of holding gains and lqsses in the revalu-
ation account.
19.83. Going one step further, countries experiencing significant in-
flation may want to apply a parallel treatment of interest that
gives a more meaningful picture of the economy under such
circumstances. A possible such treatment is described in
annex B to this chapter.
reasons. These indicators are very often incomplete in terms
of coverage, and economic interrelationships are not always
easily understandable through them. Further, changes in an-
nual national accounts figures and in the conesponding statis-
tical indicators may differ. National accounts try to be
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exhatrstive, and th"y result from a process of tradc-offand ad-
justnent between basic data which are not fully consistent.
Consequentln quarterly accounts tend to be broadly used in
conjunction with short-term indicators, either currcnt statis-
tics or subjective business surveys. They arc increasingly im-
plemented in developing countries as well as in developed
ones.
19.85. No country establishes the complete System, including bal-
ance sheets, for every quarter. The coverage of quarterly ac-
counts varies considerably from country to country. It consistrs
in many cases of a calculation of GDP onln using a value
added aPPrcach by broad e'conomic categories, or a balance
between GDP and its uses. At the other extreme, some coun-
tries try to cover most of current accounts and capital and fi-
nancial accotutts. As indicated above, quarterly accounts
which arre as complete as feasible may help oversome the dif-
ficulties of interpretation encountered with annual accounts in
high inflation. Quarterly accounts for general government
may facilitate the transition from fiscal year to calendar year
when they are different.
19.86. Quarterly accounts are based on intensive use of short-term
statistical indicators. Some data used for annual accounts-
for example, accounting data-are not available more fre-
quently. When they are, they may not be fully available in time
for early estimates. However, short-term indicators should be
used with caution. Combinations of these indicators may dif-
fer from the conesponding annual national accounts figures.
l. Regional ccounts
19.88. Regional accounts are of special importance when therc are
important gaps between the economic and social development
of the various regions of a country.
19.89. Afull system of accounts at the regional level implies treating
each region as a different economic entity. In this context,
transactions with other rcgions become a kind of external
transactions. External transactions of the region have, of
coulse, to distinguish between transactions with other regions
of the country and transactions with the rest of the world.
19.90. Three types of institutional units have to be considered in the
context of regional accounts. First, there are regional units, the
centre of interest of which is in one region and most of their
activities take place in this region. Among regional units are
households, corporations whose establishments arc all located
in the region, local and state governments, at least part of so-
cial security and many NPISIIS. Secondly, therc are multi-re-
gional uniüs, the centre of interest of which is in more than one
rcgion but does not relate to the country overall. Many corpo-
rations and a number of NPISHs are in this situation. Finally,
a small number of units arc national units, which means that
their centre of interest is really not located geographically
even in the sense of multi-regional location. This is the case of
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For instance, the arunral changes of industrial output measured
through monthly or quarterly surveys may differ from the rc-
sults of annual surveys, where establishments and products
are generally better covered, üd both may differ from na-
tional ac@unts, which have to make estimaües for the missing
items, to use additional data and to check the overall consis-
tency of the accounts. Because short-term statistics must be
adjustcd when used for quarterly accounts purpose, the most
specific contribution of quarterly accounts work to national
acsounting is the study, generally using eoonomehic methods,
of the rplationship between annual accounts figures and cor-
rmponding short-term indicators. 5
19.87. APart from deciding which parts of the System and what level
of dctail to use, quarterly accounts do not in general need ad-
aptation of the conceptual framework However, the correct
definition and measunement of quarterly output requires much
attention to be paid to the analysis of changes in inventories in
general and work in progress in particular. The lattermay have
greater implications for the allocation of output between dif-
fercnt quarters than between different years (for which it is
nevertheless non-negligible). This is especially important for
industries in which the process of production extends over a
long period of time. In many cases output may not be corrcctly
approximated by recording goods and services when they arc
finished. Agriculture is of course a good case in point. See
paragraphs 19.72 and 19.73 above which already refer to this
problem in connection with the problems of high inflation.
central govemment and may be the case for a small number of
corporations (probably public), generally in a monopolistic or
quasi-monopolistic situation, like the national railway corpo-
ration or the national electricity corporation.
19.91. l.ocating transactions of the regional institutional units does
not raise any conceptual problem. These units are clearly re-
gional resident units. Allocating the transactions of multi-re-
gional units between various regions raises morc difficulties.
Even when these transactions arc physically locatable, like
output, it is necessary to actually value intra-corporate flows
between establishments located in differcnt rcgions. The Sys-
tem recommends including inter-establishments deliveries in
the definition of output and this is especially important for re-
gional accounts. A further consideration is that part of the
transactions of multi-regional units is not, strictly speaking,
rcgionalizable, in concept. This is the case for most property
income and transactions in financial instruments. Conse-
quentln balancing items of multi-regional units may not be
unambiguously defined at the negional level for multi-re-
fl ä: Hi il:H1,"-:":fff, iäf *i'#s *[
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may not be broken down in a numtrer of rcgional institutional
rurits.
19.92. One could argue that the measurcment problems for multi-re-
gional corporations are very similar to those of multinational
corporations. There is obviously some similarity between
these two kinds of enterprises. However, in the case of multi-
national corporations, national legislation and other consider-
ations generally lead to establishing different leg"l entities in
different countries. Eyen if these l"g"l entities arc not fully in-
dependent and the valuation of their external hansactions
within the same multinational corporation arc not based on
tnre market values, these units fulfil the conditions necessary
to be treated as institutional units in the System. Only forcign
branches which are not established as scparate legal entities
are in more or less the same situation as establishments be-
longing to multi-rcgional corporations. However, in the ac-
counts of the nation as a whole, they are few in number and
play a marginal role. Conventions of measurement in their
ciase do not have an important impact on national accounts re-
sults. Moreover they are generally obliged to submit certain
data. In regional accounts, on the contrary, these units arc very
common.
19.93. The location of national institutional units raises more com-
plex issues. In theircase, breaking down theircentre of interest
between all the regions is conceptually dubious. Those units
do not seem properly regionalizable. Of cours.e, this does not
mean that many transactions they carry out cannot be located
in the regions, like sales of electricity and railway services or
compensation of employees paid by central government. But
it is not conceptually possible to regionalize their accounts to-
tally. For instance, interest on the public debt payable by cen-
tral government may not be geographically located (even
when this interest is locatable when rcceivable by other units).
The same is true for interest on their debt payable by national
corporations. This probably leads to considering the introduc-
tion, in addition to the regions, of a kind of national sector, not
allocated as such between the regions or constituting an extra
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region. This national sector would have establishments lo-
catcd in tho tcgioru.
19.94. Ono may think of allocating all hansactions of multi-rcgional
units or even national units between regions according üo
some rules of thumb. Howevetr, this should not be considered
simply as a practical approximation. It implies a conceptual
adaptation of the System. The trasons which prcvcnt includ-
ing a full sequenqc of accountrs for establishment{indushies
in the central framcwork elso foöid, in principle, completcly
distributing all institutional units and their accounts between
regions, which meanq in principle, building up a full sct of ae-
countrs for establishmentrs.
19.95. Thesc conceptual difficulties partly explain why no country
establishes the complete System for every tegion. ln most
cases regional accounts arc limitcd to reeording production
activities (with conceptual protlems arising for locating some
of them, like transportation and communication) by industry
and morre complete accounts for institutional sectors com-
posed of regional units, like households and local and state
govemment. Fstablishing accounts for goods and services and
input-output tables by region does not raise unsolvable con-
ceptual issues, deliveries to and from other regions being, of
coutse, treated as exports and imports. However, the practical
difficulties arc very important in the absence of a sophisticated
system of transport statistics.
19.96. Nonethele.ss regional accounts, even with the limitations men-
tioned above, are a very useful tool for economic policy. Par-
tial regional accounts may be inserted in a set of rcgional
statistical indicators on labour participation, unemployment,
poverty, etc. The greater the contrast between the regions in a
country, the mor€ useful is such a system of regional indica-
tots, including GDP per capita according to broad economic
categories, household disposable income and household con-
sumption per capita. It is up to the countries themselves to de-
Vise their own regional accounts and statistical indicators,
taking into consideration their specific circumstances, data
system and resources which might be devoted to this work.
Notcs
1 Note that a household whose reference person is the owner of
a quasi-corporation will be classified in the sub-sector for em-
ployers. However, the production and generation of income
accounts of this enterprise are recorded in the sector non-fi-
nancial corporations, not in the household sector. The owner
receives an income called "withdrawal from income of quasi-
corporations".
2 Formal activities in agriculture may be modern or traditional,
even in the same country, for example, intensive poultry
breeding or extensive cattle farming
3 The sub-sectors of general government may be shown sepa-
rately.
4 In certain countries, transactions of foreign controlled non-
profit institutions serving households may be significant and
should be added to the foreign controlled sector and deducted
from the national private sector.
5 However, preliminary estimates of annual accounts, spe-
cially when incomplete data are available, must benefit from
quarterly accounts methodology.
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Annex A
The trearment of officialmultiple exchange rate systems
M2
A. Introduction
1. A number of countries in the world have experienced or cur-
rcntly experience situations in which there exist morc then onc
exchange rate. This is always linked to the introduction by the
monetary authorities of an official exchange ratc rcgime. An
official exchange rate regime may consist of one single ex-
change rate, with a control of foreign exchange imposing a
certain kind of rationing on the purchases of foreign cruren-
cies. If this rationing is raspected or actually enforced, a very
questionable assumption, of course, in most situations, no par-
allel market exists and the exchange rate is unique. This
unique exchange rate doqs not correspond, except perhaps by
fHilx#lä*:#dnxiri::"ääilt:
2- Usualln official exchange rate regimes introduce two or more
exchange rates that are applicable to different categories of
transactions, favouring some or discouraging others. Those
rates incorporate elements which are similar to taxes or subsi-
dies. This means that a system of official multiple exchange
rates is equivalent to a regime with a single official exchange
rate combined with a set of taxes and subsidies on differcnt
categories of sales and purchases of foreign cunencies. The
equivalent single rate is the "unitary rate" calculated as a
weighted average of all official rates used forexternal transac-
tions. The amount of the implicit taxes or subsidies involved
in the different official rates can be calculated for each trans-
action as the difference between the value of the transaction
converted into national currency at the actual exchange rate
applicable and the value of this transaction converted at the
'unitary 
rate". For instance, let us suppose that the ..unitary
rate" between the U.S. dollar and the national cuffencv is l0
B. A simple example
4. The distortions referred to in the paragraph above have conse-
quences on the balancing items of the accounts of the rest of
the world (external transactions accounts). The magnitudes of
batancing items may be changed in relation to the underlying
external transactions. The sign of certain balancing items may
even become different. I.et us illustrate this possibility with a
simple example. Suppose the external transactions of a coun-
and that, in order to discourage certain imports, the official rate
applicablc to thesc imports is ll; every timc one dollar of
goods of this type is imported, an implicit tax of I unit of na-
tional curency is levied. Lct us supposc also that in order to
encourage certain exports, the official rate applicable to these
exports is 10.5; every time one dollar of goods of this type is
exported, an implicit subsidy of 0.5 unit of national currency
is attributed to exportens.
3. When an official multiple exchange rates regime exists, the
System records external transactions using the actual rate ap-
plicable to specific transactions. This means that the System
always uses the actual applicable exchange rate, whatever the
exchange rate rcgime is. The reason for doing this is that the
behaviour of economic agents is influenced by the actual
rate(s) applicable to their transactions, which determines the
value of these transactions in national currency. However,
when imports and exports, or certain types of imports or ex-
poß, or other transactions, arc converted into national cur-
rency using different exchange rates, the relationships
between the values of given flows in foreign cunency and the
values of the same flows in national currency are different.
This means, as far as flows of goods and services are con-
cerned-the underlying physical quantities being the same-
the relative prices of certain imports or exports, and/or of total
imports and exports are not the same when they are calculated
from vatues in foreign ornational currency. In otherwords, the
prices of international trade being generally considered huer
market prices because they result from more competition, the
price relationships based on flows in national currcncy are
considered under such circumstances to be distorted,
try arc only imports, exports, dividends and the conesponding
flows of foreign cwrency. The figurcs in foreign cturency arc:
exports l,(x)O, imports 950 and dividends receivable by the
rest of the world 50. All flows are paid during the same period
in which they are due. The rest of the world accounts are prc-
sented from the point of view of the rest of the world. The ex-
ternal balance of goods and services is thus-50, which means
Application ofthe framework
a surplus of the nation. The currcnt extrernal balance is then
zßtc., as arc net lendingfnet bonowing and net changes in lia-
bilities (rest of the world)/assets (the total economy) of cru-
rcncy and dcposits in foreign clutency. Suppose now en
official system of multiple exchange rates is nm by the central
bank of the country in question. fire central bank buys all for-
eign curency from exporters, at a rat,e of l0 (units of national
curency for one writ of foreign currency), and sells foreign
cwrency to importers at a rate of I I and to corporations paying
dividends to non-rrrsidents at a rate of 12.la us rcmember
that, in this annex, all exchange rates rcfened to are rates pre-
vailing at the transaction dates and th"y exclude any sewice
charge. Let us convert external transactiorn in national cur-
rcncy using the specific applicable exchange rates. We get ex-
ports 10,000 (1,000 x l0), imports 10,450 (950 x ll) and
dividends 600 (50 x l2). The external balance of goods and
services is now, from the point of view of the rest of the world,
+450. Its sign is different because imports are greater than ex-
ports in national currenc/, whereas they are lowerthan exports
in foreign eunency. Thus a surplus of the nation has been
turned into a deficit. I-ook now at the current external balance.
we get +450 + 6o0, that is + 1,050, a positive balance of the
rest of the world, when the accounts are simply equilibrated in
foreign cunency. These changes are due to the distortions in-
troduced by the system of official multiple exchange rates be-
tween flows in foreign currency and flows in national
cumency. Under such circumstances, the structural relation-
ships of external relations are biased when the analysis is
based on flows converted in national currency using the spe-
cific exchange rates that are actually applicable to various
types of transactions.
5. What should be done if we want both to convert external trans-
actions using the specific applicable exchange rates and to
avoid distorting the structural pattern of external relations in
national currency? The System recommends recording in the
C. A fullscale case and the complete accounting treatment in the System
6. The principle followed by the System in the treatment of offi-
cial multiple exchange rates is the one which has been
illustrated in section B of this annex on the basis of the analysis
of a simple case. An adjustment item is associated with each
type of transaction converted in national currency using the
specific exchange rate applicable to it. This adjustment item
measures the implicit transfers (taxes or subsidies or other
transfers) which result from the difference between the value
of a flow converted at the exchange rate actually applicable to
it and the value which this flow would have had if it had been
converted using a single weighted exchange rate (a unitary
rate) applied to all flows. Recording both the flows at the ac-
tual applicable exchange rate and the associated implicit trans- 7 .
fers is equivalent to recording all flows at the unitary rate. In
order to get balancing items in the rest of the world accounts
4ß
cenbal framework global adjusfnent items com€sponding to
the implicit taxes/subsidies or other types of transfers which
are implied by a system of official multiplc exchange rat€s.
These implicit taxe{subsidies orbansfe,rs arecalculated as in-
dicated in paragraphzabove. I.et us continue the same simple
example. The unitary exchange rate is in this case 10.525, that
is, the sum of 10,000 + 10,450 + 600 (21,050), divided by
2,(X)0. As the central bankbuys foreign curency at a rate (10)
which is lower than the 'uni@ ratre' and sclls foreign cur-
rency at ratcs (ll and 12) which are higher than the *unitary
tatc-, only implicit taxes are at stakc h€r€. Their amowrts arc
525 on exports (1,000 x 10.525, that is, 10,525 minrn 1,000 x
10, that is -10,000),451.25 on imports (950 x ll, that is
10,450, minus 950 x 10.525, that is 9,978 .75) and 78.75 on
dividends (50 x 12, that is 600, minus 50 x 10.525, that is
-526.25). We now get:
External balance of goods and services = [imports of
goods and services (10,450) - implicit taxes on imports
(451.25)] - [exports of goods and services (10,000) +
implicit taxes on exports (525)J = -526.25
Current external balance == external balance of goods
and services (-526.25) + dividends (600) implicit
taxes on dividends (73.75; = g.
The sign of the external balance of goods and services is now
the same in national as in foreign cunency (-526.25, -50). It
may be seen that this balance is implicitly converted now by
using the "unitary rate" (-526.25 = -50 x 10.525).a The cur-
rent external balance is now zero as in foreign crurency. Vle
may also notice that the figure for current external balance
which appeared before recording the implicit taxes (1,050) is
equal to the total of the implicit taxes themselves (525 +
451.25 + 73.75). It is also equal, by construction, to the differ-
ence between total sales (10,450 + 6(X), that is 11,050) and
total purchases (10,000) of foreign curency by the central
bank.
that have the same interpretation in national and in foreign cur-
rency the implicit transfers must be entered in the same ac-
count where the corresponding transactions are recorded. As
the balancing items of the rest of the world accounts have im-
plications for the measurement of the main aggregates of the
economy in question, the correct recording of the implicit
transfers also bears consequences on the measurement of
these aggregates. Additionally, the management of an official
regime of multiple exchange rates may result in a surplus or
deficit for the monetary authorities managing the System. The
way the accounts of the central bank and general government
are influenced must thus be taken into account.
This section is devoted to the presentation of the complete re-
cording of an official system of multiple exchange rates. In
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Table 19.6. Account V.l: External account of goods and services
P.6 Exports of goods and services
Implicit taxes on exports resulting
from multiple exchange ratcsl
Implicit subsidies on exports
resulting from multiple exchange
rates2
B.l I External balance of goods and
services
incomes resulting from
multiple exchange rates
D.39 Other subsidies on
production
D . . . Implicit subsidies on primäry
incomes resulting from
multiple exchange rates
D.59 Other current taxes
D . . . Implicit other current taxes
resulting from multiple
exchange rates
D.75 Miscellaneous current
transfersD 
:ä1nfi,[Tr3::''
D . . . Implicit other current
transfers resulting from
multiple exchange rates
9,570 P.7 Irnports of goods and services
444
9,800
630
Implicit taxes on imports resulting
from multiple exchange raües3 -1,100
-200
Implicit subsidies on imports
resulting from multiple exchange
rates4 800
-500
I Sub-'heading of D213, Tbxes on cxporb.
2 Sub-'heading of D312, Export subsidies.
3 Sub-heading of D122, Tbxes on imports cxcluding
Vz{T and duties.
4 Sub-heading of D3ll, Imports subsidics. !
Table 19.7. Account V.ll: External ccount of primary incomes and current transfers
B.l I External balance of goods
and services -500
D.29 Other taxes on production D.4 Property income
2,000
D.421 Dividends 450
-50
825
-75
B.l2 Current external balance I,250
Application f the framework
Table 19.8. Account V.lll.l: Capital account
445
B.I2 Current external balance 1,250
D.9 Capital transfers receivable (+)
D.99 Other capital transfers
D. Implicit other capital
transfers resulting from
multiple exchange rates 25
D.9 Capital transfers payable (-)
D.9l Capital taxes
D Implicit capital taxes re-
sulting from multiple
exchange rates
B.9 Net lending (*)/
Net borrowing (-)
D.92 lnvestment grants -215
1,000
Table 19.9. AccountV.l l l .2:  Financial  ccount
F.4 Loans
F.5 Shares and other equity
F.2 Currency and deposits
4,000
-4,000
1,100 B.9 Net lending (*)/
Net borrowing (-) 1,000
D.99 Other capital transfers
D. Implicit other capital
transfers, resulting
from multiple
exchange rates 100
D.9 l Capital taxes
D* 
--__---ImFtiöit 
AF"l iaxes
resulting from multi-
ple exchange rates (-) -0
that such a system is fully respected, that is to say the con-
straints imposed by the government are totally followed. No
parallel exchange market exists. At the end of this section (see
paragraph2T below), the existence of those parallel exchange
markets that may be considered as effectively integrated in the
official exchange policy is introduced. l,ater on, in section D
below, the existence of other parallel markets is taken into ac-
count. The treatment followed in the SNAis illustrated by way of
a full-scale numerical example which permits the implications
throughout the accounts to be seen. As always in the System, ex-
change rates exclude any seruice charge. It is also assumed in the
example, for the sake of simplification, that the exchange rates are
not changed during the perid under review. Thus no holding
gains/losses have to be taken into consideration.
8. The data in foreign curency concerning the external relations
of the economy are as follows: imports of goods and services
950, exports of goods and services 1,000, interest receivable
by the rest of the world 200, dividends receivable 50, miscel-
laneous current transfers (remittances from workers resident
abroad) payable by the rest of the world 75, capital transfers
payable 25, new loans granted by the rest of the world to non-
financial corporations 400, reimbursements of previous loans
by non-financial corporations 400, shares and other equity ac-
quired by the rest of the world 100, changes in liabilities (rest
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of the world)/asscts (the esonomy) in forcign curency and de-
posits 0. In foreign currency, the external balancc of gmds and
service is thus -50 from the point of view of the rest of the
world, the current external balance is 125 and net lending 100.
9. The central bank nrns the system of official multiple exchange
rates, as is usually the case. The purchases of foreign crulency
by the central bank arre as follows:
Exports 100 at the rate of 12 lpOO
900 at the rate of 9.3 8,370
Miscellan@us currcnt
hansfers
Capital transfers
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imports are recorded on the same side as imports. Implicit
taxes are shown with a negative sign. In effect, h the absence
of such taxes, the amount of imports of goods and services in
national currency would be lower. Implicit subsidies ate
shown with a positive sign. Symmetricalln in the absence of
such subsidies, the amount of imports of goods and services in
national currency would be higher. The right-hand side of this
account thus shows, as a total, what would have been the value
of imports if they had been converted using the unitary rate
(9,800 - 1,100 + 800 - 950 x l0). on the left-hand side of the
ac@unt, implicit taxes on exports are rccorded with a positive
sign and implicit subsidie with a negative sign. In the absence
of such taxes (subsidies), the amount of exports in national
crurcncy would have been higher (lower). Again combining
the first three nows shows what would have bn the value of
exports if they had been converted using the ruriry rate
(9,570 + 630 - 200 = 1,000 x l0) It may be seen easily from
this account that, if the implicit taxes/subsidies were not rc-
corded, the external balance of goods and services would seem
to be +23O, a surplus for the rest of the world (a deficit of the
nation), when in foreign crurency it is -50. Recording the im-
plicit taxes/subsidies gives a more consistent figure (-500,
that is -50 x l0).
13. The adjrntment items to be entered in the external account of
Primary incomes and current transfers are a bit morc complex.
Implicit taxes/subsidies or other transfers on transactions son-
sisting of primary incomes (compensation of employees,
taxes minus subsidies on production and imports and property
income) must be recorded separately from implicit
taxes/transfers on curent transfens (current taxes on income,
wealth, etc..., social contributions and benefits, other current
transfers). The reason is that the former influence the measune-
ment of national incoffie, when going from domestic product
to national incoffie, whereas the latter influence the measure-
ment of national disposable incoffie, when going from na-
tional income to national dispsal income (see below,
:ffi tr:: ilTi:3 iTilfi : fif:Ts;: ::'ffi3'X
sub-headings under other taxes on production or other subsi-
dies on production. For the sake of simplification they are rc-
corded only on the left-hand side of the accounts, positively
for implicit taxes, negatively for implicit subsidies. In the nu-
merical example there is only an implicit subsidy related to the
payment of dividends to the rpst of the world (in the absence
of such subsidy, the dividends receivable by the rest of the
world would be equivalent to 50O in national currcncy, that is
50 x 10, or 450 + 50). More generally, therc is an implicit tax
when primary incomes receivable by the rest of the world are
converted at a specific rate(s) that is (are) higher than the uni-
tary rate or when primary incomes payable by the rcst of the
world are converted at a specific rate(s) that is (arc) lowerthan
the unitary rate. Symmetricalln there is an implicit subsidy
when primary incomes receivable by the rest of the world are
converted at a specific rate(s) that is (are) lower than the uni-
75 at the rate of I I 825
25 at the ratre of I I 275
shares and other equity 100 at the raüe of I I l,l0o
New loans 400 at the rate of l0 4,000
that is, in total, 1,600 for an amount of 15,770 in national cur-
riency. The sales of foreign curency by the central bank arc as
follows:
Imports
Interest
Dividends
l,oans repayable
400 at the rate of 8 3,2W
550 at the rate of 12 6,600
2N at the rate of l0 2,000
50 at the rate of 9 450
400 at the rate of l0 4,000
that is, in total, 1,600 for an amount of 16,250 in national cur-
rency. Thus the unitary rate is approximately l0 which is used
for sake of convenience. The management of the system
leaves a surplus of 480, that is, l6,2so - ls,770. An interpre-
tation of this hypothetical situation is, for instance, that certain
exporting activities ane encouraged, as are transfers from
abroad and acquisition of shares by and the payment of divi-
dends to forcign investors; certain imports arc favoued,
whercas others arc discouraged. The mtes applicable to flows
connected with the external debt are neutral. Most exporters
rcceive a rate which is lower than the unitary rate, in order not
to discourage exports but to give a margin of flexibility on
other rates.
10. The implicit taxes are l,loon imports (6,600 - 5,500) and
630 on exports (9,000 - 8,370). 'Ihe implicit subsidies orother
transfers are 800 on imports (4,000 - 3,2n), 200 on exports
(1,200 - 1,000),75 on miscellaneous current transfers (g25 -
750), 25 on capital transfers (z7s - 250), 100 on shares and
other equity (1,100 - 1,000) and 50 on dividends (500 - 450).
Implicit taxes as a whole are I ,730 and implicit subsidies or
other transfers l,2,so,the surplus being of counse 480.
11. I.et us build up the accounts of the rest of the world in national
curency (see tables 19.6, 19.7, 19.8 and 19.9). For the sake of
simplicitn only the transactions existing in the aböve example
arie shown.
12. Some words of explanation are useful. In the external account
of goods and services, implicit taxes and implicit subsidies on
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Table 19.10. Account V.lV: Goods and services account
Resources
P.l Output
P.7 Imports of goods and services
Implicit taxes on imports
resulting from multiple
exchange rates
Implicit subsidies on imports
resulting from multiple
exchange rates
Uses
89,000 P.2 Intermediate consumption 45,000
9,000 P.3lP.4 Final consumption expendi-
ture/actual final consumption 40,000
P.5 Gross capital formation 18,000
- 1,100 P.6 Exports of goods and services 9,570
Implicit taxes on exports
resulting from multiple
exchange rates
447
+800 630
D.zl Thxes on products 17 ,7l0 Implicit subsidies on exports
resulting from multiple
exchange rates -200
D.31 Subsidies on products (-) -3,2t0
113,000 I13,000
Table 19.11. AccountV.V: Supply of products
lmolicit taxes
/subsidies on impoils
Taxes on Subsidies resulting from multiple
products (3) on products {4} exchange rares {22b} lmpons {231 24}
- - - - -
Goods and
services
lzb. Implicit
taxes resulting
from multiple
exchange rates 1,730 - 1,100
l}c. Implicit
subsidies
resulting from
multiple
exchange rates - 1,000 800
13. Total 17 ,7 r0 -3,210 -300 9,800
tary rate or when primary incomes payable by the rest of the in the capital account are entered in the right-hand side of the
worldareconvertedataspecificrate(s)thatis(are)higherthan capital account as they influence net worth. Implicit capital
the unitary rate. A parallel reasoning is made concerning im- taxes resulting from multiple exchangerates are a sub-heading
plicit taxes/transfers related to flows of current transfers. Im- ofcapital taxes. Implicit other capital transfers are a sub-head-
plicit taxes on current transfers are entered as a sub-heading ing of other capital transfers. If implicit taxes/subsidias or
under other current taxes. Implicit transfers are entered as a othertransferswerenotrecorded,thenetlendingofthere,stof
sub-headingundermiscel|aneouscuffenttransfers.Ifimp|icit
taxes/subsidies or other transfers were not recorded, the cur- - 275). There would be a discrepancy between net lending
rent external balance would seeni to be I ,855 (+230 + 2,000 + measured in the capital account (1,580) and net lending mea-
450 - 825) instead of 1,250, which is equivalent to 125 x 10. sured from the financial account (1,100), this discrepancy
14. Impricitcapitaltaxes/transfersrelatedtotransactionsrecorded 
beingequaltothesurplusaccruingtothemonetaryauthorities
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Table 19.7L Account V.Vl: Use of products
Goods and
senrices
lzb.Implicit
taxes resulting
from multiple
exchange rates
l2c.Implicit
subsidies
resulting from
multiple
exchange rates
13. Total uses in
purchasere' prices
448
lmplicit taxes
/subsidies on exports
resulting from multipfe Exports
exchange rates 12lbl l22l l23l
630
-200
430 9,570
from the management of the official multiple exchange rates
system (480). Recording the implicit taxes/subsidies or other
transfers gives a consistent figure for net lending in both the
capital and the financial accounts (1,000, that is, 100 in foreign
crurency x 10).
15. Implicit capitril taxes/transfers related to financial transactions
ilJäfy"*,H$ ilnäi'ä T* :iillT:
shown below net lending/net borrowing. Th"y should not be
interprcted as financial transactions; th"y ane adushnent
items. Combining the value of tr-ansactions in shares and other
equity, using the actual rate applied to them, ffid the related
implicit transfers shows what would have been the value of
transactions in shares and other equity if they had been con-
verted using the unitary rate (1,100 - 100 = 100 x 10).
16. The recording of implicit taxes/subsidies in the external ac-
count of goods and services has parallel implications for the
goods and services account ofthe economy. Thenumerical ex-
ample is eompleted with hypothaical figur€s for other trans-
actions in goods and services (see table 19.10).
17. The total of taxes on products (17,710) includes the implicit
taxes on imports and exports. Similady, the total of subsidies
on ptoducts (3,210) includes the implicit subsidies on imports
and exports. Clrcss domestic product measured from the pro-
duction sidc is equal to output (89,000) minus intermediate
consumption (-45,(n0) plus taxes on products (17 ,7l0)minus
subsidies on products (-3,210), ttrat is, 58,500. Vfithout re-
cording the implicit taxes/subsidies, themeasure of GDPfrom
the production side would havebeen 57,77O (89,000 - 45,000
+ f17,710 - 1,730J -13,210 - 1,000J). GDPmeasuredfromthe
expenditure side is equal to final consumption (40,000),
plus gross capital formation (18,000), plus exports of
goods and services (9,570), plus implicit taxes less subsi-
dies on exports (630 - 200), less imports of goods and
services (-9,800), plus implicit taxes less subsidies on im-
Ports (* t,lffi - 800), that is, 58,500. In other words, GDP
from the expenditure side is calculated as if exports and im-
ports were converted using the same unitary rate. Without
recording the implicit taxes/subsidies, the measure of GDP
from the expenditure side would have been 57 ,77O (40,000
+ 18,000 + 9,570 - 9,800). The difference between the two
measures of GDP (730) is equal to the implicit taxes (1,100
+ 630) less the implicit subsidies (- 800 - 200) on imports
and exports.
18. The implicit taxes/subsidies are also shown as global adjust-
ments in the supply and use table in accordance with their re-
cording in the goods and services account. On the supply side,
a column is added close to the column for impotts: "Implicit
taxes/subsidies on imports resulting from multiple exchange
rates" Tlvo rows are also added for implicit taxes and implicit
subsidies. On the use side, a column is added close to the col-
umn for exports: "Implicit taxes/subsidies on exports result-
ing from multiple exchange rates". TVo rows are also added
for implicit taxes and implicit subsidies. These additions are
shown in tables 19.11 and 19.12.
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19. As far as the eccounts of institutional sectors are concerned,
the System records the influencs of the implicit taxes/subsi-
dies or other transfe,rs only in the acoounts of general govern-
ment and the central bank or other monetary authority
managing the system of official multiple exchange rates. The
accountrs of other institutional sectors arcnot influenced. Their
transactions withtherest of the world areconverted, following
the general rulc, at the actual exchange rate(s) applicable. The
global adjustnents rclatcd to implicit taxes and subsidies or
other transfers inscrted in the acoounts of the rest of the world
all have their counterparts in the accorurts of general govern-
menq eitherdirealy or tluough ttrc goods and services accoung
These countcrparts are not recorded directly in ttp accounts of the
enhal bankbecause, antong resident sectons, only general gov-
ernrnent is dlowed to nreive taxes in the SySern.
20. Following the numerical example used in this section, general
govemrnent thus rcceives :
1,730 under taxes on products
- 1,000 under subsidies on products
-50 under other subsidies on production
-75 under miscellaneous cunent transfers
-125 under other capital transfers
i.e., in total it receives 480.
21. According to the assumption made in this section that the cen-
tral banks managing the official system of multiple exchange
rates, an amount equivalent to implicit current taxes less sub-
sidies or other current transfers, i.e., 605, is then transferred to
the central bank by general government under miscellaneous
current transfers. Also an amount equivalent (-125) is trans-
fened to the central bank by general government under other
capital transfers partly in the capital account (-Zl),partly in
the financial account (-100).
22. Tlrc-entries in the accounts of general government related to
multiple exchange rates are shown in table 19.13. Implicit
taxes and subsidies on imports, exports and primary incomes
are nscorded in the allocation of primary income account. As
a result the balance of primary incomes of general government
(actually central government) is altered by the difference be-
tween implicit taxes and implicit subsidies (+680 according to
the numerical example). Implicit other current taxes and im-
plicit other current transfers resulting from multiple exchange
rates are recorded in the secondary distribution of income ac-
count. Then an amount equivalent to the balance between all
current taxes and subsidies orothercurent transfen (680 -75,
that is, 605) is transferred to the Central Bank under "Implicit
current transfers between rnonetary authorities in relation to
multiple exchange rates". As a consequence, the disposable
income of general government is not altered and nor is ad-
justed disposable income or saving. Implicit capital transfers
(taxes or other transfers) related to transactions recorded in the
capital account are entered in the capital account (-25 accord-
ing to the numerical example). Then an amount equivalent to
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the balance betwen implicit capital hansfers receivable and
payable (-25) is hansferrd to the Cenhal Bank trnder 'tn-
plicit capital hansfers betwecn monetary authorities in rela-
tion to multiple exchange ratres-: - (-25). Corrscquentln tho
net lending/net bonowing of general govennment is not influ-
enccd.
23. Thc entries in the accountrs of financial corporations (actually
thc Central Benk) relatod to multiple exchange rrtres arc
shown in table 19.14. firc sccondary distribution of incofirc
account records the implicit cunent hansfe,lrs from general
govemrnent rurder *Implieit current transfeß betwoen monc-
W authorities in relation to multiple exchange rates- (605).
As a consequence, the disposable income of financial corpo-
ratiqrs is influcncod by the sanro amount, ss is their saving.
firen an implicit capital trensfer is received ftom government
in thc capital account: + (-25). The net lending of firrurcial
corporations is thus influenced by 580. In the financial ac-
count, again an implicit capital transfer is received from gen-
eral government: + (-100). The surplus resulting ftom the
management of the official system of multiple exchange rates
is 480 [580 + (-100)J, as alrcady calculated in paragraph 9 of
this annex. On the left-hand side, the changes in assets of cur-
rcncy and deposits in foreign curency arc recorded at the uni-
tary rate (+ 16,000 16,000). The surplus from the
management of the system results in the first instance in an in-
crease in assets of currency and deposits in national currcncy
(480).
24. Aceording to the accounts pnrsented in paragraphs22and 23
of this annex, the existence of the system of multipleexchange
rates and its management by the Central Bankalterthebalance
of primary income of general government but not, in the fitlst
instance, its disposable incoffie, saving and net lendingfnet
borrowing. conversely, the disposable incohc, saving and net
lending of financial corporations are, in the first instance, al-
tered. In practice, depending on the institutional arangements
between the government and the central banlg surpluses
yielded by multiple exchange rates may contribute to hansfers
from the Central Bank to the government (or deficits may rc-
duce such transfers) which may take a number of different
forms. In the SNA, the actual transfers are rpcorded according
to the nature of the actual transactions that take place between
the Central Bank and the govemment, possibly including all
or part of surpluses or deficits generated by multiple exchange
rates. Thus, ultimateln disposable income, saving and nct
lending/net borrowing of general government may be altered
indirectly by the system of multiple exchange rates, and the ef-
fect on the coresponding balancing items for financial corpo-
rations may be reduced accordingly.
25. It remains to tre seen how the recording of a system of official
multiple exchange rates affects the integrated economic ac-
counts. The only changes in prasentation are the addition of
two rows in the upper part of the integrated economic ac-
counts, where the external account of goods and services and
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Table 19.13. Accounts for general government
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Account ll.l.2: Allocation of primary income account
D.2 Tirxes on production and imports
Implicit taxes on imports
resulting from multiple
exchange rates 11100
Implicit taxes on exports
resulting from multiple
exchange rates 630
Implicit taxes on primary
incomes resulting from
multiple exchange rates
D.3 Subsidies (-)
Implicit subsidies on imports
resulting from multiple
exchange rates -800
Implicit subsidies on exports
resulting from multiple
exchange rates -2W
8.5 Balance of primary incomes 680 Implicit subsidies on
primary incomes resulting
from multiple exchange rates -50
Account ll.2: Secondary distribution of income account
D.7 Ottrer current transfers
Implicit other current
hansfers resulting from
multiple exchange raües
Implicit curent transfers
between monetary authorities
in relation to multiple
exchange raües
8.5 Balance of primary income 680
D.5 Current taxes on income, wealth, etc.
Implicit other current
taxes resulting from
multiple exchange rates75
8.6 Disposal income
605
Application f the framework
Table 19.13 Accounts for general government (contl
Account lll.l: Capital account
451
8.8 Saving, net
D.g Capital transfers receivable (+;
Implicit capital taxes
rcsulting from multiple
exchange rates
D.g Capital trarrsfers payable (-)
Implicit other capital
harrsfers resulting from
multiple exchange rates -25
Implicit capital transfers between
Net lending (*)/
monetary authorities
in relation to multiple
exchange ratesNet borrowing (-) (-2s)
Account l l l .2: Financial ccount
8.9
D.9
Net lending (+)[rlet borrowing (-)
Capital transfers receivable (+;
Implicit capital taxes rcsulting
from multiple exchange rates
D.9 Capital transfers payable (-)
Implicit other capital transfers
resulting from multiple
exchange rates -100
Implicit capital transfers between
monetary authorities in relation
the goods and services account are shown, and the inclusion
of threc rows in the financial account, if relevant, below net
lending/net borrowing. The first two rows are introduced
below the row P.6 Exports goods and services. They cover re-
spectively implicit taxes and implicit subsidies resulting from
multiple exchange rates. This presentation is shown in table
19.15 .
Then the implicit taxes/subsidies or other transfers, and the
transfers between general govemment and the central Bank
are included mostly as sub-headings under the relevant trans-
actions: taxes less subsidies on products, other taxes less sub-
sidies on production, current taxes on incoffie, wealth, etc.,
other current transfers, etc. When relevant three rows are
added in the financial account, on the right-hand side, below
net lending/net borrowing, for "Implicit othercapital transfers
resulting from multiple exchange rates", "Implicit capital
taxes resulting from multiple exchange rates", and "Implicit
capital transfers between monetary authorities in relation to
26.
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Table 19.14.
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Ac counts for financial corporations
Account ll.2: Secondary distribution of income account
F.2 Currency and deposits
ml1: denominated in
national currcncy
ml2: denominated in
forcign cwlency
8.5 Balance of primary incomes
D.7 Other current transfers
Implicit currcnt transfers
between monetary authorities
in relation to multiple
exchange rates 605
8.6 Disooeable income 605
Account l l l . l : Capital account
8.8 Saving, net 605
D.9 Capital transfers receivable (+1
8.9 Net lending (*)/
Implicit capital transfers
between monetary authorities
in relation to multiple
N* tomo*tng t-t Sg0 exch*ge rat*
Account lll.2 Financial Eccount
8.9 Net lending (*)/
Net borrowing (-)480
+ 16,000
580
D.9 Capital transfers receivable (+1
Implicit capital transfers
between monetary authorities
-16.000
in relation to multiple
multiple exchange rates'. GDR following the numerical ex-
ample, has already been calculatcd (see paragraPh 17 above of
this annex). It is 58,500. Gtoss national income (GIID is equal
to GDP (58,500), minus interest (-2,m0),minus dividends (-
450), plus implicittaxes (0), minus implicit subsidies (-50) on
primary incomes resulting from multiple exchange rates. GM
is thus 56,(X)0. lVithout recording implicit taxes/subsidies,
GNI would have been calculated as 55,320 (57 J7O - 2,(X)0 -
450). Crross national disposable income (GNDD is equal to
GNI (56,000) plus remittances from family members living
abroad (825) plus implicit other curent taxes (0) less implicit
other cunent transfers resulting from multiple exchange rates
(-75). GNDI is thus 56,750. Without recording implicit
taxes/subsidies or other transfers, GNDI would have been cal-
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Table 19.15. Account V.Vll: Integrated economic accounts
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Productior/
external account of
goods and services
Uses
Rest of
the world
r-r 
- I-
9,900
9,57A
-1,100 630
800 -2W
Trrnrctionr and
brhncing itemr
P.7 Imports of
goods and services
P.6 Exports of
goods and services
Implicit taxes
resulting from
multiple exchange
rates
Goods and
services
lresourcesl
Resources
Goods and
ßest of services
the world lusesl
- r - -
9,800
9,570
-1,100 630
Implicit subsidies
resulting from
multiple exchange
rates 800 -200
culated as 56,145 (55,320 + 825). Saving is affected to the
same extent (+ 605). The figures for net lending of the rest of
the world (net borrowing of the economy) have already been
commented upon (see paragraph 14 above of this annex).
27. until this point, only pure official systems of multiple ex-
change rates directly operated by the monetary authorities
have been dealt with. However, in certain circumstances,
some parallel exchange markets may be considered as effec-
tively integrated in the official exchange rate policy. When
parallel markets are clearly part of the official exchange rate
poticy, the treatment described in this section applias to the
total of the official regime and the parallel market, for which
total a single trnitary rate is calculated. It is difficult to specify
exact criteria for determining when a parallel market is effec-
tively integrated in the exchange rate regime. This will usually
be the case when most or all transactions in the parallel market
are sanctioned by the authorities and/or when the authorities
actively intervene in the market by buying and selling foreign
exchange to affert the parallel rate. When only limited trans-
actions in the parallel market, such as transactions of non-res-
D. Taking into account the existence of paratlel exchange
which are not part of the official exchange policy
e una**"f Jä:l d:Hä" ffi::f j;::,rffi]
ident tourists, are sanctioned by the authorities, neither these
transactions nor the parallel market as a whole should be taken
into consideration in calculating the unitary rate. Of course,
practical difficulties are greater in such situations because,
even if the exchange rate in the parallel authorized market is
generally well-known every day, the associated quantities of
foreign cuffency that are exchanged and the type of external
transactions with which they are connected are more difficult
to estimate. Nevertheless, it should be stressed that estimating
these flows is necessary in order to assess conectly the exter-
nal relations and main aggregates of economies experiencing
this type of situation.
28. Finally, it should be stressed again that implicit taxes/subsi-
dies or other transfers are recorded in the system as global ad-
justments. Th"y are neither allocated by products nor by
industry/institutional sectors (except for their influence on
govemment and central bank accounts). More detailed analy-
sis may be useful in orderto assess the implications ofmultiple
exchange rate systems. This is not done in the central frame-
work of the SNA and requires complementary work.
markets
Data concerning black markets are very scarce, apart from in-
dications on the exchange rate itself. However, when transac-
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tions in black markets arc important, it is rscornmended that
extra e^stimates be made, in complementary analyses outside
the central framework
30. Conceptualln the existence of a blackmarket in addition to of-
ficial and authorizndpanllel multiple exchange rates has sim-
ilar implications for the convension to national currency of
external flows measured in foreign currency, as the situations
previously analysed. fire stnrctural relationships and the mea-
strement of balancing items may be influenced in a similar
way. In fact, if all external flows both official, authorized and
illegal are known in foreign cwrcncy, as well as the cone-
sgnnding actual exchange rates, a weighted general unitary
rate can be calculated and enlarged implicit transfers esti-
mated. These enlarged implicit transfers are calculated for
each transaction as the difference between the value of the
transaction converted in national currency at the actual ex-
change rate applicable and the value of this transaction con-
verted at the generalizeÄunitary rate. By deducting from these
enlarged implicit transfers the taxes and subsidias/or other
transfers calculated following the treatment described in sec-
tion C above, in this annex, one could estimate the global "pri-
vate" implicit transfers involved in the kind of situation
referred to in this paragraph. The interpretation of the enlarged
implicit transfers is straightforward. The economic units sell-
ing foreign currency in the black market at a rate which is
higher than the general unitary rate and the economic units
buying crurency in the official system or the authorized paral-
lel market at a rate which is lower than the general unitary rate
benefit from positive implicit transfers. Symmetrically, the
@onomic units selling foreign curency in the official system
or the authorized parallel market at a rate which is lower than
the general unitary rate and the economic units purchasing for-
eign crurency in the blackmarket at a rate which is higher than
the general ruritary rate incur negative implicit transfets.
31. For exchange transactions rcalizrÄ through the official ex-
change policn the *private" implicit transfers are that part of
the enlarged implicit transfers which is not accounted for by
the taxes/subsidies or other transfers directly resulting from
the official exchange policy. It is easy to see that for each trans-
action, the implicit "private" transfers arc equal to the value of
the corresponding flow in foreign cunency multiplied by the
difference between the generalizßdunitary rate and the unitary
rate corresponding to the official exchange policy. They are
positive for purchasers of foreign cwrcncy and negative for
sellers of forcign currency (under the assumption that the gen-
et rlizpd unitary rate is always higher than the "official" uni-
W Fb, because the black market rate is higher than the
latter). For exchange transactions realized through the black
market, *private implicit transfers" are the same asi "enlarged
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implicit transfers-. For each transaction they arc equal to the
value of the corrcsponding flow in foreign curency multiplied
by the difference between the actual exchange rate and the
generalized unitary rate. Th"y are positive for sellers of for-
eign curency and negative for purchasers of foreign curency.
32. ltis to be noted that no "private" implicit transfers, as defined
above, occur between transactors of foreign curency in the
blackmarket. As a matter of fact, therc is no price discrimina-
tion between various types of transactors or transactions in the
black market. "Private" implicit transfers result from the co-
existence of the official or authori z,eÄexchange system and the
black market. Th"y are transfers between transactors of for-
eign crurency in the official or authorized exchange system
and transactors of foreign cunency in the black market.
33. Whenevercalculated, "private" implicit transfers are recorded
as global adjustment items in the rest of the world accounts
and the goods and seryices accounts. For the sake of simplic-
ity, their counterparts are recorded in the first instance in a
dummy sector which forms part of the total economy. As al-
ready indicated (see paragraph 28 of this armex), in more de-
tailed analysis one may try to allocate them by products and
by industry/institutional sectors in order to assess more com-
pletely the incidence of multiple exchange rates.
34. The unitary exchange rates referred to in this annex are only
weighted averages of actual exchange rates. They are not equi-
librium rates. The purpose of the treatment recommended in
this annex is not to calculate the hidden transfers which may
result from the gap between these empirical unitary rates and
any equilibrium rate possibly estimated using a theoretical
model.
35. Some @onomic units may trade foreign crütencies purchased
at a favourable official rate for certain purposes which they do
not actually fulfil illegally in parallel markets. Revenues ob-
tained from such transactions are to be treated as holding
gains. Note however that, when the monetary authorities sell
cunencies which they have purchased in the official system in
the parallel authorized market, the proceeds accruing to the
authorities as a result of these transactions are part of the im-
plicit taxes generat.d by the official exchange policY (see
paragmph2T of this annex).
Note
a Combining imports at their actual exchange rate and implicit
taxes on imports is equivalent to recording imports at the "uni-
tmy rate-. Similarln combining exports at their actual
ecxchange rate and implicit taxes on exports is equivalent to
recording exports at the "unitary rate". It is thus not surprising
that the external balance of goods and services is also recorded
at the *unitary rate".
Application of the framework
Annex B
A parallel treatment of interestunder significant inflarion
A. lntroduction: two ways of adjusting nominal interest
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l. courtries experiencing significant inflation may want to ad-
just nominal inüerest in order to get morc meaningful measures
of primary incomes, disposable income and saving of the var-
ious irrstitutional sectors and possibly the total economy. TWo
main approaches may be followed:
(a) Deduct from nominal interest (leaving aside here the
possible service charge component in case of interest re-
ceivabl elpayable by financial intermediaries except in-
surance corporations and pension funds) the amount
which has been or would have been necessary in order
to keep the purchasing power of the capital intact (the
capital being the principal of the financial asset/liability
to which the interest refers); or
(b) Deduct from nominal interest the component of protec-
tion against inflation of the principal of the asset which
is actually included in nominal interest.
2- T\e first aPproach is usually referred to as the calculation of
"l€al interest". Real interest is the excess of nominal interest
on monetary assets over the amount which has been or would
have been necessary in order to fully protect the creditor
against inflation. The latter amount is calculated using an
index representative of the change in the generat purchasing
Power of the cunency. When nominal interest is higher than
the amount necessary to keep capital intact, real interest is pos-
itive. When nominal interest is lower than the amount neces-
sary to keep capital intact, real interest is negative.
3. Real interest is derived from nominal interest by taking ac-
count of real holding gains/losses on the underlying assets/li-
abilities. For this reason, however, real interest may not be
introduced in the central framework of the System since it is a
basic principle of the system that holding gains or losses
should not be recorded in the current accounts of the central
framework, but only in the revaluation account. This is true for
nominal holding gains/losses (and a fortiori real holding
gains/losses) on all types of assets/liabilities. Thus real interest
as well as other adjustments of current incomes for real hold-
ing gains/losses may only be introduced in a satellite construct
(see for instance paragraphs 21.19 to zl.2g of chapter XXI).
4. In the second approach, the conrponent of protection of the
principal of the asset against inflation which is actually in-
in the Gontext of significant inflation
cluded in nominal interest is doducted. Cleady the component
ofproüection against inflation cannot, by definition, begreater
than nominal interest itself; it can only be lower than or equal
to nominal interest (continuing to leave asidc the service
charge issue). In order to avoid any confusion with real interest
from one side, and interest as currently defined in the central
framework from the other side, let us call the excess of nomi-
nal interest over the component of protection against inflation
of the principal of the asset actually included in nominal inter-
est "interest prime". By definition, "interest prime" may be
positive or zero, but never negative.
5. Real interest and interest prime serve different purposes. In-
terest prime takes into account the actual influence of inflation
on nominal interest, by deducting from the latter the actual
component of protection against inflation of the principal of
the asset which it includes. Real interest takes into account the
impact of inflation on the purchasing power of the underlying
assets, by deducting from the nominal interest the amount
which has been or would have been necessary in order to keep
the purchasing power of the asset intact.
6. Reflecting their different purposes, real interest and interest
prime have different roles and places in the SNA. Real interest
is a very useful analytical tool; as already stated in paragraph
3 above of this annex, it may be calculated as a satellite con-
struct, something which the System strongly recommends. Al-
though it does not go so far as real interest, interest prime
allows for a possible adjustment of nominal interest in the
SNA central framework itself in the context of significant in-
flation. In the case of other property incoffi€, such as divi-
dends, the protection against inflation of the value of the
underlying asset is sought through the change in the market
prices of the underlying assets, such as shares, recorded in the
revaluation account. This element is not included in dividends
in current terms. Thus, in terms of economic significance, the
meaning of "interest prime" resembles the meaning of divi-
dends. Both "interest prime" and dividends may then be ad-
justed for real holding gains/losses, outside the central
framework, in order to get real interest or real dividends (not
to be confused with interest in real terms or dividends in real
terms). In terms of economic significance, the sum of divi-
dends and holding gains/losses on shares can be interpreted as
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parallel to nominal interest. This shows that "intetest prime"
actually provides a conoept whose definition is closer to the
definition and measurc of other property income than nominal
interest.
7. Real interest and interest prime only coincide when the com-
ponent of protection against inflation actually included in
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nominal interest is strictly equal to the amount necessary in
order to give the creditor full protection against inflation. In
other cases, real holding gains or losses are still experienced
by debtors and creditors.fitey may be combined with intercst
prime, outside the central framework, in order to derive real
int,ercst.
B. Paratlel treatment of interest under significant inflation within ths central framework
8. Thercstof thisannexprcsentsaparalleltreatnentof intcrest elomentrs are explicitly distinguished in practice (they are
rmdet significant inflation consisting of the recoding of intcr- combined aftcnvards by the SNA ccnbal frarncwork as norn-
est prime in thc ccntral franrework in l intcr€st). Thc amount which results ftom thc revaluation
g. tl tlre SNAcentral frameworlq because holding gains/losses of thc ptincipal of the financial asset{iabilities in qucstion
areneverrpcordodinthecurrentaccounts,uoÜr-inJJ ttttough thc existing explicit indcxJinking mcchanism is the
a possible real holding gain or loss on the corrcsP"Jt; 
".*t 
actual olcmc'nt of protection of thc qcditor against inflation'
may exist at the same time. tn terms of contracts U"i*""n Under such circumstances' interest prime is' therefore'
transactors, this may be interprcted as implying two differenr equivalent to what is refcrred to as intercst under such ar-
contracts: the first one concems current income-i.e., the rangements' The indexlinking of interest must be distin-
agreement on the amount rcquircd by an institutional unit for guishedfromtheindex-linkingoftheprincipalandtheinterest
putting an asset at the disposal ofanother unit; the second one includes the amount corresponding to thc index-linking ofin-
is the agreement on a price adjustment mechanism applicable tercst itself if such a mechanism exists'
to the value of the asset itself. In a number of cascs, the price 13. The identification of thase two components of nominal inüer-
adjustment mechanism is explicit. It is the market price of the est is less simple when there is no explicit price adjustment
asset in question when it exists (shares, land); it is the rate of mechanism applicable to the p{ncipal of the financial as-
exchange for financial assetslliabilities denominated in for- sets/liabilities in question. In such a case, only nominal inter-
eigncurrency;itmaybcthepriceofanotherasset,goodorser- est is observable. A brcakdovm between the component of
vic€, or a picc index, general or specific, used in protectionagainstinflationandapossibleintercstprimemay
indexJinking. In other cases, when only nominal intercst ex. only bc approximatc. TWo main types of situation may be 
"n-ists and there is no indexJinkingof thc principal of a financial countetcd:
asset/liability, the price adustment mechanism is implicit,
which of course complicates the picture. Whether explicit or (a) In the first situation, non-index-linked financial instru-
implicit, the price adustment mechanism of the principal of ments coexist with indexlinked ones. In such a case it
the asset/liability determines the component of protection ispossibletoapplytothefirstinstrumentsthesamerate
against inflation actually included in nominal interest, of interest prime, or the same price adjtrstment mecha-
10. The issue of the service charge component of interest is left nism-i'e', the same index-or the samc 
pnoportion be-
aside in this annex, except b,riefly at the end, although, it has twecn the two comPonents as for index-linked
to be taken into account in practice. instruments;
11. Thecaseoffinancialinstrumentsdenominatedinforeigncur- (b\ Inthesecondsituation'onlynon-index-linkedfinancial
rency is simple. The central framework follows I treatment igstruments exist' In such a case the simplest procedure
which is consistent with the method applied in this annex. The soems to be to take the ex-post rate of inflation as ap
pricea justmentmechanismapplicabletothcvalueoftheas- proximating thc implicit price adjusüncnt mechanism
set{liabilities in question is the change in the rclevant rate of and derive the component of protection against inflation
exchange.Interest primethuscoincides with interest intheac- oftheprincipal ofthe asset actually included innominal
counts of the rest of the world. Incidentally this shows that in- interest, accordingly. Interest prime is then dctermined
terest in the relationship with the rcst of the world is differcnt as the excess of nominal interest over this cornPonent,
in nature from nominal intetrest recorded on assets denomi- unless thc component for protection against inflation
nated in national currency. excecdsnominal interest in which casc intere$ prime is
12. Thc idcntification of lhe componcnt of protection against in- 
set at zcro (scc paragraph 4 above of this annex)'
flation of the principal of monctary assets denominaled h na- I 4. Thc cxistence of a margin of uncertainty in thc cascs cove'rcd
tional cunency and of intenest primc is straightforward in thc in thc prcvious paragraph strould not be causc for alarm' Whctt
cascof index-linked financial instruments.Inthiscascthetwo inflation is significant, this margin of uncertainty ismuchless
Application of the framework
äffi:Hffffiä.* 
when recording nominal inter-
C. The accounting treatment in detail
15. Supposing now that interest prime is known or has been esti-
mated, the full accounting treatment must be described. This
is done first by explaining the accounting entries as such; then
numerical examples arle provided.
16. In the primary distribution of income accountrs, interest prime
is recorded in place of nominal interest.
17. In the rcvaluation accoturt, the amount which corresponds to
the revaluation of the principal of the financial asscts/liabili-
ties in question, through the explieit or implicit price adjgst-
ment mechanism, is recorded as nominal holding gains/losses.
The explicit mechanism if there is index-linking of the princi-
Pal, or the approximation of it in the case of nominal interest,
is equivalent to a change in the specific price of the financial
instrument in question. The amount entered as nominal hold-
ing gains/losses is the following, for the three types of finan-
cial instmments which have been distinguished:
(a) For financial instruments denominated in foreign cur-
rency' it is the change in value of the stock of assets and
liabilities which results from the change of the exchange
rate;
(b) For index-linked financial instruments denominated in
national currency it is straightforwardly the amount
;H;*: 
o"* the application of the index-linking
(c) For non-index-linked financial instruments (denomi-
nated in national currency), it is the difference between
the amount of nominal interest and the amount of inter-
est prime which has been estimated and recorded in the
primary distribution of income accounts.
18. The financial assets/liabilities are then recorded in the balance
sherts at a value which includes these nominal holding gains
or losses (in principle on a perpetual inventory basis).
19. The financial account records the part of the principal of the
assets/liabilities which is repaid in a given period, including
the revaluation component, as a change in assets and a change
in liabilities of the creditor and the debtor, respectively. It is
important to interpret correctly the repayment of the element
which originates in the revaluation mechanism. T[vo cases
must be considered:
(a) In the first case, the revaluation element which is repaid
in a given period coresponds to the accumulated reval-
uation of that fraction of the nominal value of the prin-
cipal which is repayable during this period. The total
repayment (the initial nominal and the revaluation ele-
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ment) thus represents an equivalent fraction of the ap
proximatc initial purchasing power of the principal;
(b) In the second case, the ngvaluation element which is rc-
Paid in a given period corresponds to the full vdue of the
revaluation that occurred duing this period. It is actu-
ally payable. This procedurc is to be analysed as an ac-
celerated rePayment of a part of the initial prnchasing
Power of the principal of thc financial assct/liability in
question. This easc corr€sponds both to certain index-
linlccd financial instrumcnts denominatcd in national
curency, depending on the contractual arrangements,
and to all non-index-linked financial instruments (de-
nominated in national currency) bearing only nominal
interest.
20. The changes in assets and liabilities recorded in the financial
account are then balanced by equivalent decreases in the value
of the stocks of financial assets/liabilities in the balance
sheets.
21. With respect to the revaluation account, the real holding gains
or losses must be calculated by subtracting the neutral holding
gains/losses from the nominal holding gains or losses (see
paragraph l7 of this annex). Again the various types of finan-
cial instruments previously distinguished may be considered
separately:
(a) For financial instruments denominated in forcign cur-
rency, a country incurs real holding gains, as a creditor,
if the rate of exchange (number of units of the national
curency per unit of the foreign currency) increases
more than the general price level, or as a debtor, if the
rate of exchange increases less than the general price
level. conversely, a country incurs real holding losses,
as a creditor, if the rate of exchange increases less than
the general price level, or as a debtor, if the rate of ex-
change increases more than the general price level;
(b) For index-linked financial instruments denominated in
national currency, there is a real holding loss for the
creditors and a real holding gain for the debtors if the
index used for index-linking increases less than the gen-
eral price level. conversely, there is a real holding gain
for the creditor and a real holding loss for the debtor if
the index used for index-linking increases more than the
general price level;
(c) For non-index-linked financial instruments (denomi-
nated in national currency), the two types of situation
encountered in paragraph 13 above of this annex must
be distinguished again. In the first one (these instru-
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ments arre treated by reference to coexisting index-
linked instrumentrs), the analysis is the same as that in
(b) above. In the second type of situation (only non-
index-linked instruments exist), real holding gains
for the debtors/losses for the creditors appear when
the rate of ex-post inflation is higher than the nominal
rate of interest.
22. Thenumerical examples below may help to illustrate what is
explained above:
(a) Financial instnrments denominated in foreign cur€ncy:
a non-financial corporation borrows from a foreign
banlq on 1 January, 100 units of foreign curencn the ex-
change rate being l0 at that time, at an interest rate of 12
per cent. lnterest is payable at the end of the year, and the
principal is also repaid at that time. fire general pricc
index is 300 at the end of the year (against l0O at the be-
ginning) and the exchange rate is 27 . The entries in the
accounts are the following, in national currency:
The primary distribution of income accounts record
324^ Q2 x27) asinterest payable by non-financial cor-
porations to the rest of the world.
The financial account records:
+ I ,000 ( 100 x l0) as a change in liabilities of non-finan-
cial corporations (a change in assets of the rest of the
world) under loans;
-2,7W (100 x27) as a change in liabilities of non-firän.
cial corporations (a change in assets of the rest of the
world) under loans.
The corresponding entries under currency and deposits,
assuming the payments are made simultaneously, are
the following:
+ 1,000 - 2,7W - 324as changes in assets fornon-finan-
cial corporations;
+ I ,(X)0 - 2,7ffi - 324 as changes in liabilities for the rest
of the world.
lhe revaluation account records:
1,700 (2,7W - 1,000) as a nominal holding loss fornon-
financial corporations (revaluation of a liability) and as
a nominal holding gain for the rest of the world (revalu-
ation of an asset);
1,700 as a nominal holding loss for the rest of the world
(rcvaluation of the initial I ,000 additional liability under
cwrency and deposits); these 1,700 arre counterbalanced
somewherc by an equivalent holding gain of the resident
unit(s) holding the 100 units of foreign curency during
the year (of course the story may be a bit more complex).
the balance sheets record the corresponding changes:
for non-fi nancial corporations :
financial assets: + 1,(X)0 - 2,700 - 324b
liabilities: + 1,000 + 1,700 -2,700
458
fior the rest of the world:
financial assets: + 1,000 + 1,700 -2,7N
liabilities: + 1,000 + 1,700 -2,7OO -324
for some other resident unit(s)
financial assets: + 1,700
the real holding gains or losscs are obtained by sub-
tracting 2,(X)0, the amount of the neutral holding
gainsflosses (1000 x 2), from the nominal holding
gains/losses (1,700); they arc +300 Gain) on liabilities,
-300 (oss) on assets;
Index-linlced financial instruments denominated in na-
tional curency: A non-financial corporation bonows
2,000 for two years from a resident banlq on I Jantrary,
at an interest rate of 15 per cent; interest is payable at the
cnd of the year, and ttre principal is repaid half at the end
of the first year and half at the end of the second year.
The principal is indexed on the internal wholesale price
index, which is 300 at the end of the first year, against
100 at the beginning. Only the entries during the first
year are described here; they are as follows:
The primary distribution of income account records 300
as interest payable/receivable.
The financial account records:
+ 2,000 as a change in liabilities of the corporation, a
change in assets of the banh under loans;
-3,000 (1,000 + 2,000) as a change in liabilities of the
corporation, a change in assets of the bank
The corresponding entries, undercurrency and deposits,
assuming the payments are made simultaneously
through the account of the corporation in the same banlq
are as follows:
+ 2,0(n - 3,000 - 300 as changes in assets of the non-
financial corporation;
+ 2000 - 3000 - 300 as changes in liabilities of the bank
The revaluation account records 4,000 (2,000 x2)as a
nominal holding loss for the non-financial corporation
(revaluation of a liability) and a nominal holding gain
for the bank (rcvaluation of an asset). It must be noted
that 2,000 nominal holding gain or loss coresPonds to
the part of the loan which is repayable at the end of the
first y@t,whereas the other 2,000 rcfers to the rest of the
loan.
The balance sheets record the corresponding changes:
for the non-financial corporation:
financial asset: + 2,000 - 3,000 - 300c
liabilities: + 2,(X)0 - 3,000 + 4,0(X)
for the bank:
financial assets: + 2,(X)0 - 3,000 + 4,(X)0
liabilities: + 2,(n0 - 3,000 - 300
(ä)
Application of the framework
Real holding gains/lcscs: If the change in the general
price level is 300, the same as the wholesale price index
used for index-linHng, therc arre no real holding
gains/losses, because the neutral holding gainsflosses
are equal to the nominal ones. If the change in the gen-
eral price level is higher, for instance 310, the real hold-
ing gains are 200 for the debtor, and the creditor incurs
e real holding loss of zw (the neuhal holding
gainsflosses are 4,200 in this case). If the change in the
general price level is lower, for instan e,291,the debtor
incurs a real holding loss of 100 and the qeditor has a
real holding gain of 100 (the neuhal holding
gains/losses arc 3,900 in this case).
Notcs
(r) The amount which is repaid at the end of the fint
year rcpresents approximately half of the initial
purchasing power of the amount borrowed/lent:
3,000 (1,000 + 2,000) corrasponding more or less
to the initial value of 1,000 in real terms (see para-
graph 19 (a) above of this annex);
(tr) The rest of the loan existing in balance sheets at
the end of the first year is also 3,000 (1,000 +
3,Hi;ffifi.,::ffi,ä fi:::ffi: 
"Tfl:'' 
ha' f
(ttt) corresponding to the apparent rate of interest (15
per cent) there is actually a much lower rate, under
the assumptions made, of 5 per cent (300
2OO|2,W) because the 300 paid at rhe end of the
year is worth only 100 in terms of the initial pur-
chasing power of the currency comparable with
the amount borrowed/lent (2,000). It is interesting
to note that when the revaluation of the principal
is treated as interest and recorded in the current ac-
counts, the apparent rate of interest is 215 per cent
(3,000 + 4,000/2,000), instead of 15 per cent, and
the corresponding lower rate in terms of the initiat
purchasing power of the curency is 7 1.6 per cent;
(c) Index-linked financial instruments denominated in
national currency, with the full value of the revalua-
tion of the principal payable during the period in
which this revaluation occurs (see paragraph 19 (b)
above): keeping the same assumption as in paragraph
22 (b) except the one above, the entries during the
first year are as follows:
The primary distribution of income account records 300
as interest payable/receivable.
The financial account records:
+ 2,000 as a change in liabilities of the corporation, a
change in assets of the bank, under loans;
-5,000 (1,000 + 4,000) as a change in riabilities of the
corpomtion, a change in assets of the bank (loans);
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+ 2,000 - 5,000 - 300 as changes in assets of the non-
financ ial corporat ion ;
+ 2,000 - 5,000 - 300 as changes in liabilities of the
bank
The rcvaluation account records 4,000 as a nominal
holding lo*s/gain for the non-financial corporation and
the banh respectively.
The changes in balancc sheetrs at€:
for the non-financial corporation :
financial assets: + 2,(n0 - 51000 - 300
liabilities: + 2,000 + 4,(X)0 - 5,OOO
for the bank:
financial assets: + 2,000 + 4,(X)O - 5,000
liabilities: + 2,000 - 5,000 - 300
real holding gains/losses: no difference with case (b).
Notcs
(r) The amount (5,000) which is repaid at the end of
the first year conesponds to half of the principal
falling due at that time, that is, 3,0(X) (1,000 +
2,000), plus 2,000 which results from the revalu-
ation of the rest of the principal. This payment of
2,000 represents an accelerated repayment of ap-
proximately two thirds of the initial purchasing
power of that part of the principar which remains
in the balance sheets at the end of the first year;
(tt) The nominal value of the part of the loan which re-
mains in the balance sheet at the end of the first
year is 1,000 (note the difference with case O)). It
is easy to verify that it corresponds to approxi-
mately one third of its initial purchasing power;
Non-index-linked financial instrumenüs (which are in
national cunency): the same example is used except that
there is a nominal rate of interes t of 21 5 per cent. Interest
prime is calculated using the ex-post index of inflation,
which is supposed to be 300 (against 100 at the begin-
ning of the year). The nominal interest (4,300) is thus
broken down between a revaluation component (4,000)
and a component of interest prime (300). The entries are
then the same as that in case (c) above and the same com-
ments are relevant in general. Under the assumptions of
this example, there would be no rcal holding gain or
loss. In addition, it should be noted that if the index of
general price level were 325 instead of 300, interest
prime would be zero, the nominal holding gains/losses
would be 4,300 (conesponding in this situation to the
total amount of nominal interest) and a real holding
gairy'loss of 200 would be recorded, as the neutral hold-
ing gair/loss is 4,500 (2,000 x2.25).
(d)
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D. A link with the calculation of the output of financial
23. When interest prime is calculated, it should normally be used
for calculating the financial intermediation scrvices indirectly
measured (FISIIO. However, as the last example above
shows, interest prime may be zero. This may h"pp"n when
there is no explicit index-linking of the principal of financial
instnrments in a country, which is not an unconrmon situation.
Undersuch circumstances, the value of the output of financial
intermediaries indirectly measured continues to be calculated
as the "global interest margin" (property income receivable
except on own ftmds, less interest payable), using nominal in-
terest (the case of the Central Banks, for which no interest is
payable on a significant share of their liabilities, n@essitates
a specific analysis). It is this'global interest margin'that cor-
responds to the financing of the costs of production and oper-
ating surplus of financial intennediaries. This follows from
the assumption that nominal interest charged to debtors of the
Notcs
a It may be noted that the expost rate of interest, assuming a reg-
ular adjustment of the rate of exchange is 17.5 per cent.
b These entries refer only to the transactions directly linked to
the foreign loan. In addition, the non-financial corporation in
question may have acquired domestic assets using the 1,000
460
intermediaries
intermediaries should cover as a priority the implicit service
charges and that, similarly, the fraction of interestnot included
in the nominal interest payable to creditors of the intermediar-
ies covers, ss ß obvious, the implicit service Payment charged
to these credilors. It follows that, in such a situation, interest
prime receivable by creditors of financial intermediaries is
calculated as nominal interest receivable less implicit revalu-
ation of the principal of their claims (not higher than the nom-
inal interest itself) plus service charges payable by creditors
which may be viewed equivalently as interest prime received
in kind. lntetrst prime payable by debtors of financial inter-
mediaries is calculated as nominal interest payable less ser-
vice charges included in nominal interest less implicit
revaluation of the principal of their liabilities (not higher than
the previous difference).
borrowed at the beginning of the year and nominal holding
gains are to be recorded on these assets, an increased operating
surplus may have been obtained, etc.
c See note (iii)
A.
XX. Social accounting matrices
lntroduction
20.L hevious chapüers which focus on accounts for institutional
sectors have adopted a sequenee of T accounts as the basic
method of presentation. At thesametime it has becn illustrated
that the concePts and definitions of the System allow other
methods of presentation, These serve to provide additional in,
sights and to enable different types of analysis.
20.2. The presentation of national accounts in a matrix has a long
and distinguished tradition. In the 1968 SNA the accounting
structure was explained on the basis of an illustrative matrix
covering the full System (table 2.1 of the 1968 publication)
and in addition much emphasis was given to the System as a
basis for input-output analysis. By now, the input-output table
is a widely used matrix framework to supply detailed and co-
herently amanged information on the flow of goods and ser-
vices and on the structure of production costs. This matrix
contains more information than T accounts for goods and ser-
vices, production and the generation of income; for example,
final consumption expenditure is shown by product or indus-
try of origin and intermediate consumption is shown both by
product or industry of origin and by product or indmtry ofdes-
tination. Disaggregated linkages between these accounts ar€
further developed in the sNA s supply and use table, through
a specification of output of categories of goods and services
by tndustry-see table 2.5 in chapter II, appendix, and table
15.l in chapter XV. However, those matrices do not incorpo-
rate the interrelationships between value added and final ex-
penditures. By extending a supply and use table, or an
input-output table, to show the entire circular flow of income
at a meso;level, one captures an essential feature of a social ac-
counting matrix (SAM).
20.3. Chapter II has demonstrated that the full sequence of accounts
and balancing items for institutional sectors can also be pre-
sented in a matrix format-see the annex to chapter II. In those
tables, all transactions are presented for institutionat sectors,
whereby the supply and use table, which uses a cross-classifi-
cation by categories of goods and services and by industries,
is not incorporated. In fact, the supply and use table opts for a
classification of rows and columns which is most suitable to
describe the economic processes underconsideration, i.e., the
processes of production and use of products. This principle of
flexible classification can also be applied to a ma&ix presen-
tation of a wi&r sct of accounts, to arrive at a sAtrd.
20.4. ASAM is defined here as the pnescntation of SNAaccounts in
n rnatrix which elaboratcs ttle linkages betwoen a supply and
w table and institutional sector accounts. In many instances
SAI\'Is have been applied to an analysis of interrelationships
between structural features of an economy and the distribution
of income and expenditure among household groups. Evi-
dently, SAMs arc closely related tonational accounts whercby
their typical focus on the role of people in the economy may
be reflected by, among other things, extra breakdowns of the
household sector and a disaggregated representation of labou
' 
markets (i.e., distinguishing various categories of employed
persons). on the other hand, sAI\,Is usually encompass a
somewhat less detailed supply and use table or input-output
table. Since the design and construction method of SAtvIs arc
not standardized, their presentation in this chapter also has an
i I lmtrati ve character.
2o.5. Before an attempt is made to sketch a few possible sAMs, it
seems appropriate to provide an elementary explanation of ac-
counting matrices and their properties. To this end, section B
of this chapter builds on the reduced format matrix in chapter
II and highlights the advantages of using a matrix presentation
which includes both input-output and sectoraccounts. Sertion
c explains how sAMs, supplemented with some (non-mone-
t"ty) satellite tables, can provide a flexible and yet consistent
framework for socio-economic anatyses. Section D then in-
troduces and explains the structure of an illustrative SAM.
Section E provides some guidelines to the design of classi-
fications. These are commonly based on the standard classi-
fications but further developed to reflect national
circumstances and needs. In order to illustrate this, section E
also contains a somewhat elaborated SAIVI and a full-fledg"d
value-added submatrix. Section F then lists some variants and
sketches a SAM, including balance sheets. Finally, section G
discusses the use of SAMS as a tool of statistical integration
and as a framework for modelling and policy analysis.
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Social accounting matrices
B. A matrix presentation of sNA account$
20-6. This section elaborates on the general purposes that can be
served by 
"n 
accounting matrix, which is defined here as a pre-
sentation of SNAaccounts in matrix format. Acrucial feature
is the wide range of possibilities for expanding or condensing
such a mahix in accordance with specific circumstances and
needs.
l. A matrix prurentation of rveral rccountr for thc
total oconomy
20.7. Table 2O.l presents a number of important transactions of the
System, aggregated for the totral economy. Five types of (con-
solidated) accounts are distinguished: supply and use of goods
and services, production, distribution of income, use of in-
come' and capital transactions. In the last account, all these
transactions with the rest of the world have been combined.
The code numbers behind and below each account heading
selve to facilitate the linkage of all tables in this chapter. This
table is a consolidated version of the matrix in the annex to
chapter II (cf. the account numbers), except that a breakdown
of value added payable by producens into various categories
: of value added payable by them, as recorded in the generation
of income account, is not incorporated in this matrix of trans-
actions. The main reason is that in SAM-type analyses a dif-
ferent type of unit and classification thereof are typically used
in the generation of income account (see section D.2 below).
20.8. The figures which are presented in the tables of this chapter
exactly correspond to the numerical example worked out in
the other chapters of this manuat. In all matrices the boxes con-
taining a balancing item have been framed with bold lines.
20.9. As already stated in the annex to chapter II, a matrix presenta-
tion permits each transaction to be represented by . single
entry and the nature of the transaction to be infened from its
position. Each account is represented by . row and column
pair and the convention is followed that incomings are shown
in the rows and outgoings are shown in the columns. For in-
stance, net domestic product (NDp) (1632) is payable by the
@onomy's producers and received on the distribution of in-
come account. Table 2o.l shows this in cell (3&4&5,2),that
is, in row 3&4&5 and column 2. Since this table distinguishes
transactions with the rest of the world in a separate account, its
diagonal items, that is, cells (3&4&5 ,3&4&s) and (7,1),only
contain transactions among national institutional units.
20.10. The row and column totals have not been named. In effect,
some of these totals are not economically meaningful. Their
main function in matrix accounting is to ensure that all ac-
counts indeed represent complete balances, in the sense that
total incomings (row sums) equal totar outgoings (column
sums). In turn, meaningful balancing items, which connect
successive accounts, can only be derived if this condition is
fulfilled.
20.ll. Täble 2O.l can be expnded to arrive at the reduced format ma-
trix (see the mahix in the annex to chapter I[). This implies the
following: 
.
(a) Break down the distribution of income accormt into a
primary distribution of income account and a seondary
distribution of income account;
(b) Incorporatc on the diagonal of the prirnary distribution
of income a@ount, the categories of valrrc ad&d distin-
guished in the generation of income account;
(c) Add a financial account, 8r other changes in asscts ac-
count, a changes between balance sheetrs account, a net
worth account and opening and closing balance sheets;
(d) Break down the rest of the world account, culrent and
capital into an account for external trade, an account for
other current external transactions and a capital aceount
for the rest of the world; and
(e) Add for the rest of the world: a financial account, 8n
other changes in assets account, a changes between bal-
ance sheets account, a net worth account and opening
and closing balance sheets.
In the next section of this chapter, the method to (rc-)locate
each set of transactions in an expanded matrix will be briefly
discussed and illustrated (see table 2}.2below).
20.12. This reduced format matrix can be disaggregated to show the
full sequence of accounts including details for transactors and
transaction categories, to arrive at an extended SNA-matrix
table. Naturally, it is also possible to distinguish both institu-
tional sectors and transaction categories in a mono consoli-
dated accounting matrix, such as table 2o.L A concise
example of showing an account both by institutional sector
and by transaction category is presented in the next section of
this chapter (see table 2O.3 below).
2. Possibilitios for expanding or contracting
an accounting matrix
20.13. Each entry in an aggregate matrix such as table 2O.l can be
considered as the grand total of a submatrix in which catego-
ries of transactors involved at either end of the set of transac-
tions under consideration are presented. A very useful option
in a matrix presentation of accounts is that differcnt types of
transactors and groupings thereof can be selected in each ac-
count, without giving up the coherence and the integration of
the complete accounting system. This means that one may
aPply "multiple actoring and multiple sectoring-, by choosing
in each account a unit and a classification of units which arc
most relevant to the set of economic flows under consider-
ation. In the illustrative SAM worked out below, four types of
units are included: products, establishments, primary input
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Social accounting matrices
unitrs (employed persons, cultivatcd hectares of agricultural
land, etc") and institutional units. Naturally, the application of
different units in a single table ('multiple actoring-) entails
that the classifications differ as well (*multiple sectoring-). [n
addition, it is sometimes desirable to use several classifica-
tions of the same unit in a single table; for instance, ifa detailed
taxonomy is only relevant in part of the accounts, or if for one
or more accounts only aggregate information is available.
20.14. In principle, each account can be broken down in two rather
different ways:
(a) By subdividing the total economy into groups of units;
and
(b) By assigring the categories of transactions shown in an
account to various sub-ac@unts.
It is discussed next how these two options are applied when
developing the aggregate accounts in table 2O.l into a matrix
presentation of the Systern's central frameworh including
both a supply and use table and sector accounts.
20.15. First, a subdivision of the total economy in each of the ac-
counts could run as follows:
(a) Distinguish products in the goods and services account
and classify these by categories of the Central prrrduct
Classification (CPC) (see chapter XV);
(b) Distinguish establishments in the production account
and classify thqse by categories of the International
standard Industrial classification (ISIC) (see chapter
XV);
(c) Distinguish institutional units in the distribution of in-
come account and classify these by institutional sectors,
including a breakdown by sub-sector for non-financial
corporat ions, general government and households;(ö T::x*::lxH:,,,#1":l:J:"i,::,"ffi:
ing a breakdown by sub-sector for general government
and households;
(e) Distinguish institutional units in the capital account and
;n:iliT::äTT:3::1;Tillll'j,,.,ti,l;,:l
nancial corporations and households; and
\- (l) If desired, introduce a geographical breakdown in the
rest of the world account.
20.16. These suMivisions have two major consequences. First, for
all categories of transactions distinguished in a single cell of
table 2O.l it becomes clear which group of paying units has ex-
changed what with which group of receiving units. Secondly,
the interrelationships among various economic flows are re-
vealed through detailed cross-classifications: mappings of
one classification to another. For instance, in the example
465
given above, a simple circular flow of income is prescntcd, at
! rlcso-level, through the following mappings:
(a) Submatrix (3&4&5A shows which institutional sub
sector rpceives the total of all net valuc added compo-
nentrs from which indushies;
(ä) Submatrix (6,3&4&5) shows net disposable income al-
located ftom the institutional sub-sectons in the diseibu-
tion of income account to the institutional sub-sectors in
the use of income account (naturally, if an identical clas-
sification is applied in the distribution of income ac-
count and in the use of income account, this is a
one-to-one mapping, reflect"d by a diagonal subma-
trix);
(c) Submatrix ( I,6) shows which catregory of goods and ser-
vices is consumed by which institutional sub-sectors;
and
(d) submatrix (2,1) shows which categories of goods and
services are produced by which industry.
In this enumeration, the submatrices are identified by means
of their location (row and column number, respectively) in
table 2A.1. The above sequence represents a closed loop be-
cause all account numbers appearjust as frequently in therows
as in the columns. This demonstrates the circularity of the
flows described.
20.17 . The second option for expanding table 2O.l rcfers to a distinc-
tion of subaccounts. For example, table zD.zpresents a break-
down of the distribution of income account into a primary
distribution of income account and a secondary distribution of
income account. This means that the diagonal item
Q&4e53&4&5) in table 20.1 is split into property income
flows on one hand (cell 3&4,3&4), and flows of current taxes
on incoffi€, wealth, etc. plus all current transfers on the other
(cell 5,5). Analogously, compensation of employees, prop-
erty income and taxes on production and imports from and to
the rest of the world are separated from current taxes on in-
come, wealth, etc., and current transfers from and to the rest
of the world. As a consequence, a new balancing item, net na-
tional income (NNI), is introduced in order to close the first
subaccount (primary distribution of income). The balancing
item of the last subaccount (second"ry distribution of in-
come) is typically the same as the balancing item of the ag-
gregate account.
20.18. It goes without saying that accounts need not always be bro-
ken down but that a further consolidation is also possible. For
instance, the distribution and use of income accounts in table
2O.l could have been combined. As a result, the balancing
item net disposable income would have disappeared.
20.19. The processes of subdivision (or aggregation) of categories of
units and (de)consolidation of accounts are closely linked. In
practice, a subaccount for one or a few transaction categories
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Social accounting matrices
is inserted cither because a separatc classification is required
for thcsc catcgories, or becausc groups of recciving and pay-
ing units should be presented separately forthe hansactions in
these catcguies. Naturally, an important critcrion for main-
taining or intoducing a scparatc account is also that it yields
a rclevant balancing it,em.
2O.2O. When compiling such a matrix it is sonvenient to start with
designing an accounting slructurp which is rclevant to the ap
plicatiorrs envisaged. Subscquentln in each accorurt the most
appropriate units and classificatiorn of units arc sclected.
However, in practice it will be an interactive process. Suppose,
for instance, that there is a transaction category for which only
total receiptrs and payments of transactors (the now and column
totals of a submatrix) are known, and not who paid whom (the
interior stnrcturc of the submatrix). Unless this problem ap-
plies to many or all trarrsaction caüegories (see paragraph
20.23 (e) below), it can be solved by the insertion of one or a
few undivided, dummy accounts.
20.21. To illustrate this, let us try to complete the secondary distribu-
tion of incom'e account in a detailed version of table 20.2, as-
suming that sufficient data are available on the groups of
transactors at either end of the current taxes and current trans-
fer flows, except for miscellan@us current transfer flows. In
this case, a single, aggregated account for the latter flows
should be inserted. This is shown in table z}.3.The row of the
additional account contains total miscellaneous transfer flows
payable by each sector (outgoings of the secondary distribu-
tion of income account) and by the rest of the world, and the
column shows such transfer flows receivable by each sector
(incomings of the secondary distribution of income account)
and by the rest of the world. Obviously, the items in submatrix
(5A,5A) no longer contain national, intersector miscetlaneous
transfer flows, and analogously miscellaneous transfer flows
are eliminated from the vectors (5A, l0& I I ) and ( l0& I I ,5A).
Apart from this, the accounting matrix does not change, while
the meaning of each balancing item is not affected at all.
20.22. The matrix which results from such manipulations presents a
detailed and fully integrated picture of the economic situation,
taking into account the data limitations that exist in the field of
miscellan@us current transfer flows. In other words, if de-
tailed information is not available on all traniaction catego-
ries, this can be solved with the help of additional accounts.
Conversely, if on some transaction category abundant infor-
mation is available and considered relevant for the purposes
of the matrix, then a separate account for this category can also
be introduced, showing not less but more details (section F.l
below). Finally, if, for instance, the capital account can only
be compiled for three major sectors, this does not imply that
the other accounts must also be limited to that number. Instead,
in a single matrix any combination of classifications consid-
ered relevant and feasible can be presented.
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3. Propertier of rccounting mrtricer
20.23. At this stage, some general properties of a mahix presentation
of accounts can be listed:
(a) An aggregaüe matrix (such as table 2O.2) can present a
bird's eye view of an osonomy as a wholei i.c., one page
is sufficient to show the interrelationships between main
transaction categories leading to a sct of domestic and
netional balancing items. For a set of accounts giving a
breakdown of transactions by paying and receiving
units, a matrix presentation is morc concisc than ottrer
methods of presentation; th" ryment of one unit and the
receipt of another unit involved in each hansaction arc
reprcsent"d by a single entry;
(b) A detailed matrix presentation is very gene,ral, in view
of the possibility to apply multiple actoring and multiple
sectoring in a matrix (see paragraph 20. 13 above). This
is particularly useful when integrating a detailed supply
and use table and sectoral data. It does not imply, how-
evär, that in all cases information is most efficiently prc-
sented in a matrix format (see (e) below);
(c) Adetailed matrix presentation is suitable formathemat-
ical treatment using matrix algebra; this can be of help
in analytical applications and also when balancing the
accounts;
(ö Adetailed matrix presents a simultaneous breakdown of
interrelated transactions by paying and receiving units;
as a consequence, it is an appropriate format to reveal,
at a meso-level, interrelationships among economic
flows; this includes those flows which involve two dif-
ferent types of units (e.g., final consumption expendi-
tures of various categories of goods and services by a
number of household sub-sectors);(e) I ä:Ii:;::':"ä"jj "Jffili:ä:'*:TJ*:
äil}ffiifuffiäHtrifilh"ffäff
ing units (refer to e.g., table 2.6 inthe appendix to chap-
ter II). In addition, a matrix format is suboptimal if one
wants to portray for institutional sectors full details of
the classification of transactions, without specifying
who exchanged what with whom; and
0 A detailed matrix is quite suited to experiments with al-
tern at i ve representat ions of transactions in non -adjacent
accounts; in principle, transactions can be paid from one
account and received by any other account without up-
setting the transparency of the system. However, this re-
shuffle generally leads to different balancing items (see
paragraph 20. I 30 below).
20.24. An aggregate matrix for the total economy can selve as a rcf-
System of National Accounts 1993
etlense table for subsequent, mone detailed tables. As soon as
the reader is then introduced to a detailed prescntation of parts
of the System (supply and use table, sector accounts, etc.), the
relationship of the detailed submatrices to the aggregate ma-
trix should be clear through a system of codes. The matrix for-
mat is particularly advantageous if it is not possible or
desirable to show an equally detailed classification in all ac-
counts of the System. The 1968 SNA expressed this as fol-
lows: *By following a concise, @onomical notation, a good
C. The SAM approach
l. Social rccounting
20.26. ASAI\,I applies the properties of a matrix format to incorporatc
specific details on various economic flows. Traditionalln it
has been applied to specific type.s of analysis, focusing on
causes and consequences of various aspects of inequality
among household groups. For that purpose it is crucial to show
the detailed linkages which exist between the supply and use
table on one hand, and the accounts for the institutional sec-
tors on the other .
20.27 . A SAI\,I provides a framework and consistent (base-year) data
for economy-wide models with detailed classifications of ac-
tors, such as industries, categories of employ"d p"oons and
institutional sub-sectors, including various socio-economic
household groups. The application of SAlvIs to model build-
ing will be elaborated in the final section of this chapter.
20.28. An important social concern is the level and composition of
(un)employment. SAIvIs have often provided additional infor-
mation on this issue, via a suMivision of compensation of em-
ployees by type of person employed. This suMivision applies
to both the use of labour by industry, as shown in the supply
and use table, and the supply of labourby socio-economic sub-
group, 6 shown in the allocation of primary income account
for households. It implies that the matrix presents not only the
supply and use of various products, but also the supply and use
of various categories of labour services.
20.29.In many cases, it is expedient to reconcile the SAM-figures
and rclated data which are available from all kinds of dis-
persed sources. This leads to an integrated set of satellite ta-
blesn showing:
(a) Various stocks underlying the SAM-flows, such as size
and composition of the population by household group
(including the potential labour force), production capac-
ity by industry and the possession of assets (e.9., agri-
cultural land, consumer durables and financial assets)
and liabilities (e.9., external debts) by sub-sector;
(b, A decomposition of (changes in) values into (changes
in) volumes and pricas; this refers not only to products
but also to various categories of labour services, and to
*
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notation as mathematicians would say, we can see the wood
and at the same timc retain thc trecs' (paragraph 1.24).
20.25. The matrix presentation b a suitable tool to explore the flexi-
bility of the System. For ir,rstance, one may firther elaborate
on the inüerrelationships between the social and economic as-
pects of the System to arrive at a SAlvI. The SAlVl-approach is
set out and illustrated in the following sections of this chapter.
fixed capital formation by industry (paragraph 20.63
below);
(c) Relatednon-monetarysocio-economicindicators,such
as life expectanCy, infant mortality, adult literacy, nutri-
ent intake, access to (public) health and education facil-
ities, and housing situation by household group (see the
United Nations publication Towards a System of Social
and De nro g raphic Smrisrics) ;
@ Some re-routings (e.g., final consumption by household
group paid for by government and non-Pßofit institu-
tions serving households (NPISHS).
Such an extended set of tables (i.e., a "core- SAIU and its var-
ious satellite tables) may be called: a system of economic and
social accounting matrices and extensions .
20.30. In particular, confronting (a) labour incomes of all employed
persons as shown in the SAlvI, O) a decomposition of these
incomes into full-time equivalent employment and average
wage rates, and (c) the potential labour force by type of person
and household group (expressed in "full-time" equivalents),
yields detailed information on the composition of unemploy-
ment and an aggrcgate indicator ("full-time equivalent unem-
ployment") which is consistent, both conceptually and
numerically, with the other macr@conomic indicators; these
can also be derived from the SAlvl-framework Moreover,jux-
taposing the head-count of a subset of the employed persons
and the potential labour force in this data set agrees with un-
employment as it is conventionally defined (paragraphs
20.50, 20.53, 20.77,20.89 and z}.lüzbelow).
20.31. Asystem of economic and social accounting matrices and ex-
tensions as outlined above becomes all the more importarrt if
one wants to obtain a more general insight into the state of
human development without giving uP a system's approach.
Bringing together dispersed pieces of monetary and non-mon-
etary information into a system of economic and social ac-
counting matrices and extensions opens up possibilities for:
(a) Rigorous theorizing based on microeconomic insights;
(b) Formal modelling, including feed-baclcs from non-
monetary to monetary variables;
Social accounting matrices
(c) Monitoring and forecasting the impact of govern-
ment policies or external influences on non-monetary
variables.
20.32. K"y features in such a system are integration and multiple
classifications; in other words, a conceptual and numerical
linkage of all kinds of rclated monetary and non-monetary
phenomena, which are expresscd in differcnt measurement
units. If, fü instance, ernployed p€rsons arc classified by e&rca-
tion obtaine4 including a group which is suppcodly illiterate
(i.e., ompletod less than ttue years of primary school), and tl1g
sarne is dmo fq the non-employd pdential labour fcce by
wiowrsnic subgroup, a SAlv{ plus oqrcomitant poprlation
and employnurt mahie would reveal, for example:
Adult literacy by socio-economic subgroup
Labour forcc participation rates of literaüe and illiterate
citizens, by socioeconomic subgroup
Employment, average wage rate and labour income by
socio-economic background and by education obtained
of the employ"d p"rrons, the illiterate being a separate
category
Employment, average wage rate and labour income by
education obtained (including the illiterate as a separate
subgroup) ana by industry in which these employ"d p"t-
sons are engaged
National aggregates for these variables which are con-
sistent with the more detailed data.
Such a data system would encompass more than a simple calcu-
lation of the literacy rate: it would enable analyses into the causes
and consequences of this phenomenon and into the macroeco-
nomic trade-offs of policies which aim at improving the situation.
20.33. Asystem of economic and social accounting matrices and ex-
tensions registers for all variables both the national total value
and its aistribution among socio-economic household grcpps,
categories of employ"d p"oons, etc. As a next step, a whole
range of summary indicators can be derived from such a data
set, including one or more indices which cover distributional
aspects. Whatever set of aggregates is preferd, they would
all share one crucial feature: every indicator is computed from
the same, fully consistent statistical system. The advantages in
terms of relevance and reliability are self-evident. This ap-
proach could equally well be followed when dealing with en-
vironmental issues (see the discussion of the SAM-approach
in integrated satellite accounts for environmental accounting
in chapter XXI).
2. sAM$ as an illustration of the sNA's flexibility
20.34. In general, elements of the SNA framework can be applied in
a flexible way. In a SAM it is often even desirable that con-
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€Pb, accounting structure and classifications are tailorcd to
thc economy dcscribed, to the specific purposes for which the
SAI{ is constnrcted, md to the availability ofdata, skilledstat-
isticians, compuüer capacitn etc. in the construction lncroess.
It should be stressed however, that this reflects a choice in
practice and not in principle: it is nery well possible to con-
struct a SAlvt and adherc to all the conceptrs dcvelop"d in the
central framework of the System.
20.95. Several features of a rcgular SAIVI arc also incorporated else-
where in this manual. The specific purposc of a SAIVI is to
rendcr a complete account of the interlinkages which exist at
thc meso-level, through cross-classifications of transactions
involving different units or grroupings of ruritrs. An example
may illustrate this point. Assume that the government would
like to analyse the impact of two different scenarios for cutting
back on its expenditures: one in which the federal civil service
is trimmed, and another in which various investment projects
in rural infrastructure are shelved. Quite apart from the diver-
gence in long-term impact, the immediate burden of both pol-
icy actions is likely to be borne by very different population
grouPs. Suppose that in the second option many rural consürrc-
tion workers are laid off. In tum, the consumption pattems of their
households and those of metnopolitan civil swants may not be
congruent; in case of an trnequal share of imports in the respective
cotrsumption expenditures even the external accourt may be af-
feted differently. With a SAIvIn these linkages can be haced er
post. Besides, the effects can be simulated eJc ante with the help
of a SAI\,I-basd model, whereby various options exist as to the
complexity of such a model.
20.36. In addition to a flexible application of the central framework
of the System, some SAMs may incorporate adjustments
which go beyond this, in order to serve specific analytical pur-
poses. This concerns, for instance, recording the payment of
taxes on products to the government on the goods and services
account and not on the allocation of primary income account;
con@mitantly, hlDP then excludes product taxes less subsidies.
Or the use of concepts which arc slightly different and tuned to a
desciption of the behaviour of households (concerning ttre reg-
istration of interest on life insurance and of pernion fimd premi-
urns and claims, the valuation of non-market output, etc.). In ttre
SNAterminology, this means that one then enters into the realm
of satellite accounting. Obviousln such SAlvIs must still rcpre-
sent a coherent and integrated accounting sfiucture; wherever
th"y deviate from the cenbal frameworh this should be incorpe
rated consistently throughout the accounts. h many practical ap
plications o154fvft, however, the concepts adopted arc generally
the same as those in the cenhal framework
20.37. At this stage, it is perhaps useful to work out an illustrative
SAM. This is done below.
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D. Schematic prssentation of a social accounting matrix
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20.38. Tbblc20.4cxcrrplificsthodcsigrrofaSAMwhichrccordsall poductrrelalctogoodsurdrcrvicos,ardndtoirdgstricsc
hanssctions distinguished in thc Systcrn (i.c., all flows cx- soctorr, thc way they 
"rc 
rccordcd lrcrc ir appoprietc to on
clding 'othcr changes in asscts'). It can be soco i8 a frame- analycis of intcnplations bctwocn oconomic flows at tho
workthatr€sulbftromatsadc-offbetweenanalyticuscfulnes meso-lcvcl. Ttis applics in particular to import dutics ard
and commonly availablc data. In otder to maintain a closc valuc addcd tax (VAT). Natunlly, tho $xn of totel net valrrc
linkagc with the prcvious chaptcts, thc concopts applied lrcrc addcd at bosic piccs ( I ,499 in thc SNA nunrcricel cxamplc)
are gcnerally thc same as thooc in thc ccnhal frarncwork Thc andtotaltaxesminugeubsidiosonpoducts(I33)cSualsltDB
moet impodant dcviation refcrs to a differcnt moaning which at markct priccs (1532), scc tabl e ?ß.2, ccll (3r). This tcat-
is attachcd to thc generation of inconrc account, in ordcr to fa- mont ig in confonnity with thc scqucnco f asrmts in thc ccn-
cilitatealinkagoofdetailodlabourmarkctanalyscsandthena- tratfranrcwqh
tional accormte' lhis and somc other noveltics arc claboratod 20.43. Anothcr cxamplc ooncerns thc consumpion of fixcd capitrl.below' As thb can bo eccn es a cet of productior (ecc pamgraph 6.5
20.39. This tablc rcflects an extension and a slight rcarrangement of of chapter VI), and that mcans it ig not incomc, it is bookd
table20.2.Agcnerationofincomcaccormt,afixedcapitalfor- lrcre rs en otrtgoing from thc podrrction aocormt and ur in-
mation account and a financial account have been added, comingoftbcfixedcapitalformationaccount(cell 8p).Ara
while for the rcst ofthe world separate current and capital ac- oonsequence' all balancing items atp recorded nct ofdepncci-
countrs havc been distinguished. As discussed above, the addi- ation in this table. This is similar to the presentation in the in-
tion of one or more aecounts entails that some flows are tegratedeconomicaccounts(table2.6);albeitthatthisitemis
recorded on another account. Tlre numbering of accounts in therc shown as an incoming ofthe capital account.
this rnatrix exactly corresponds to that in the preceding tables
of thischapt'er' l. Thr upply rnd urr trbh ar r sAM buildingtlocl
20.40. The aggregate SAM shovrn here is meant as a summary tablc , 20.44. The first two rows and columns of table 20.4 contain an aggr-c_
to which subsequent, morc detailed tables can refer. Possiblc gated version of the supply and lse tablc, hete 
"ffiUytypes of classifications in each account arc indicated in paren- linked up with the other accounts of the System. Notc that
theses in the row and column heedings. rows and columns of thc makcmatrixhave been bansposcd.
20.41. Thesequenceofaccountsinthistableisthesameasinthere- 20.45. Columnlprasentsthesupplyofgoodsandsewicos.Althorgh
duccd format matrix presentation of the full sequence of ac- trade and transport margins do not need to be added to output
counts and balancing items (see the matrix in the annex to at an aggrcgate level, they are rcgistered in the top lcft-hand
chaptet II). Ttrning that matrix into the aggregate SAM pre- corner of this table because thcy are non-zero in a morc dc-
sented here implies: uiled SAM (e.g., table 20.5 below), and because thc structure
of the aggregate matrix and thc more detailed tabtes should be(a) Deleting the other changes in assets account, the open- the same, to facilitate cross-rcferences. Output at basic prices
ing balance sheet, the changes between balance sheets (3,604) is shown in row 2. As explained above, taxes on prod-
account, theclosingbalancesheetandthenet worthac- ucts less subsidies (133) arc not included in theoutputvalge,
count, both for the total economy and for the rcst of the but directly boolced on the allocation of p,rimary income ac-
world; count for the govemment (row 4). Imporb (499) originatc
(b) De-consolidating the capital account so that a separate ftom the currcnt account for the rest of the world (row l0).
fixed capital formation account for industriqs is distin- 20.46. The elements in column I add up to total supply of goods and
guished; services, at purchasers'prices (4,236). Row I shows the rrsps
(c) combiningtheextemaltradeaccountandtheothercw- :f-gd and services, at purchasers' prices (also totelling
tent extemal transactions accoun t; 4,236, of course): intermediate consumption (1,883) in col-
umn 2, final consumption expenditure (1,399) in column 6,
(ö Recordingafewhansactioncategoriesinaslightlydiffer- changes in inventories (38) in column 7, gross fixcd capital
ent wa$ in otdertoenable specific SAlvt-typeanalyses. formation (376) incolumn 8 andexports,fr,eeonboard (f.o.b.)
20.42. An examplc may illustrate the last item on this list. In this (540) in column l0'
SAM, taxes on products minus subsidies have been chan- 2O.4T.Row2showsoutput,atbasicprices.Becauseofthisvaluation,
nelled directly from the goods and services account o the al- the sum of row 2 (3,6(X), and the concomitant sum of column
location of primary income account (cell (4,1) of this table). 2, arc exclusivc of taxes minus subsidies on products. In tum,
Therefore, in cell (3,2) the term net value added, at basic prices this mearis that this amount is not included in total net valuo
rcplaces NDP, which is valued at market pricas. As taxes on added ( I ,499) either, see cell (3,2). Consumption of fixed cap
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System of National Accounts 1993
it^l(222) is put directly on the fixed capital formation account
(row 8 and column 2).
2. Focus on income generation
20.48. The third account records the generation of income and plays
an important tole. It is classified by (net) p,rimary input cat,e-
gory: (a) compensation of employees, (b) net mixed income,
(c) net operating surplus, üd (d) other taxes and subsidies on
p,roduction.
20.49. In the central framework this is an intermediatre accourrt which
mainly serves to derive operating surplus/mixed income as a
balancing item for example, (see tables 2.1 in chapter II or 7.1
in chapter VU). Except for the payment of compensation of
employees to non-residents, it does not record both ends of a
transaction. Instead, it breaks down value added payable by
the producers into various components of value added payable
by them (see paragraph 7.3 of chapter VII). The breakdown is
into primary input categories like those mentioned in the pre-
vious paragraph. It is only in the next account (on the alloca-
tion of primary income), that these incomes are re'seived,
namely by households and other institutional units.
20.50. Here, the meaning of this account is changed a bit, in order to
accommodate transactions between two differcnt types of
units. ln particular, this refers to compensation of employees,
which is recorded as a transaction (work in return forcompen-
sation) between an institutional unit (employer) and a person
(employee). In this SAlvt, employed persons ane considered as
separate units who rcceive compensation of employees in the
generation of income account and distribute this income to
their household in the allocation of primary income account.
These units are subsequently classified into groups of (self-)
employ"d p"oons (see paragraphs 20.52, 20.76 and 20.77
below) and these groups are then a subset of the primary input
categories distinguished in this account. This representation
serves to integrate labour market analyses (distinguishing cat-
egories of employed persons) and the national accounts (dis-
tinguishing industries and institutional sectors).
20.51. The central framework of the System does not distinguish the
employ"d person as a separate entity (i.e., as a separate unit).
In this sense, the SAIvI discussed here falls under "satellite ac-
counting". However, separating employed persons from the
households to which they belong, is an operation which does
not fundamentally differ from separating establishments from
the institutional units (enterprises) to which they belong. In
both cas{es, the smaller unit is more homogeneousl and also
fairly autonomous with respect to the economic process in
which it is involved (income generation and production, re-
spectively). These units thus serve to obtain a more accurate
description of a specific economic process. It may be noted
that an employed person as a unit can nsceive a compensation
from morc than one job (rcfer also to chapter XVI|.
20.52. fire (residual) mixed income and operating surplus rcmain
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with the producing unit, but the classification of producing
units need not be the samc as in the production account. In ef-
fet, some classification by institutional sub-sector is particu-
larly rclevant to operating surplus and mixed income. This
implies a qoss-classification of these value added compo-
nents by industry and institutional sub-sector in the SAI\'I
(analogous to thc content of a similar table in chapter XV).
20.53. If one wants to rpcord domestic net value added as a balancing
itcm in cell (3,2), the primaqy input catcgories must cncom-
pass all persons employed in resident entcrprrises. In column
3, compensation of non-resident pcrsons employed in resident
enterpriscs is then handed ovetr to the rest of the world. lhis
implies that a meaningful, national balancing item is only ob-
tsined in account 3 if compensation of resident persons em-
ployd in non-resident enüerp,riscs is addcd ftrst. This is done
in rcw 3 and for this purpose a scparate category, resident per-
sons employed in non-resident enterprises, may be created. An
additional advantageof inserting this category is that it facili-
tates the estirnation of employment as it is conventionally de-
fined (see paragraph 20.77 below).
20.54. Analogous to compensation of employees from abroad, other
value added received from and paid to abroad should be rcg-
istered in this table, in cell (3,10) and cell (10,3) respectively.
For example, mixed income of a resident market-vendor in a
neighbouring country wherc he sets up his stall one d"y 
"
week. Notice, however, that cell (3,10) only contains value
added generated abroad by resident institutional units. lhis
implies that value added created in any substantial amount of
production in another country over long, or indefinite, perids
of time is excluded; for that leads to the creation of a (q*i-
corporate) unit in that country (see chapter IV). Only in a sat-
ellite approach could the border-line between mident and
non-re.sident units be changed somewhat, so that, for instance,
direct investment income from abroad would be registered in
the generation of income account, while other investment in-
come from abroad would remain to be registered in the alloca-
tion of primary income account.
20.55. The result of all this is that the generation of income account
is closed with a new balancing item (1,503), in between total
net value added and NNI. This balancing item, named, toüal
net generated income, at basic prices, gives total income
earned by resident institutional units as a result of being en-
gaged in production.
3. Distribution rnd use of income
20.56. The allocation of primary income account of a detailed SAI\{
p€sents household labour income(s) as a contribution by one
or mor€ (self-)employed household membels. Among other
things, this will indicatc to what extent each houschold group
depends on multiple sources of labour income. Apart from
this, the transaction categories shown in the distribution and
Social accounting matrices
use of income accounts of a SAI\{ are typically about the same
as in the cenhal framework
20.57. In the tow of the allocation of primary income account (ac-
count 4), net generated income is augmented with taxes less
subsidies on productrs, and with property income ftom the rest
of the world (63). The latter item is recorded in cell (4,10),
which also includes taxes on production and imports less sub
sidies collccted abroad and then handed over to the national
government. National, intersector property income flows
(353) are recorded on the diagonal (row 4 and column 4), for
they change only the distribution, not the total of national in-
come. To get NNI, this diagonal item, as well as property in-
come including taxes on production and imports less subsidie
paid to the rest of the world (38), must be subtractcd from the
total of column 4, which is derived from the identical total of
row 4.
20.58. NNI (1,661) appears on the credit side of the secondary distri-
bution of income account (account 5). Current tiaxes on in-
come, wealth, etc. and all current transfers from abroad (10)
arc also shown here. National, intersector curent taxes on in-
come, wealth, etc., social contributions and benefits and other
current transfers ( 1,096) are recorded on the diagonal (row 5
and column 5). Cunent transfers and the like to the rest of the
world (39) are r@orded on the debit side as is the balancing
item, net disposable income (1,632), which is put on the use
of income account.
20.59. In table 2O.4, the use of income account (account 6) records
spending of net disposable income: final consumption expen-
diture on goods and services and net saving (233),which is put
on the capital account. This SAM does not include an account
for the redistribution of income in kind and account 6 thus de-
scribes the use of disposable income and not the use of ad-
justed disposable income (see paragraph 20.106 below).
4. Gapital and financial flows
20.60. In the design of this SAM, the capital and financial accounts
have been interlaced, with the financial account classified not
by institutional sector but by type of financial asset. As a con-
sequence, a disaggregation of this SAM would show, by insti-
tutional sub-sector, both acquisitions less disposals of various
financial assets, see cell (9,7),and incurrence less repayment
of various liabilities, see cell (7 ,g>.Here, these two categories
of transactions have been combined as far as the rest of the
world is involved. This serves to include the aggregate bal-
ancing item net lending in table 20.4,though with a reverse
sign when viewed from the standpoint of the total econ-
o*y, see cel l  (9,1l).
20.6L Row 7 presents the availability of funds to the total econorny:
net saving, borrowing (603), capital transfers receivable from
the rest of the world (l), including acquisitions less disposals
of non-produced assets, by the rest of the world (0), and the
diagonal item, national intersector capital transfers receivable
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(61) plus intcrsector sales of land and other non-produced as-
setrs (7). If only net purchascs of thesc asscts arc known, this
may be shown in an extra dummy now which then adds up to
T*lto (so that no exha column is required). Column 7 rocords
how these funds have been allocated: changes in invento-
ries, national intersector capital transfers payable, net fixed
capital formation (154), lending (641) and capital transfers
payable to the rest of thc world (4). Obvlousln the balanc-
ing item net lending of the nation (38) cen also bc derived
from this account, i.e., by subtracting borrowing (603)
from lending (641).
20.62. The main part of total volume changes in net worth probably
consists of incnrases in fixed assets. If one is particularly in-
terested in the dynamics of an economy, it is important to show
in which industries prduction capacity has been expanded.
This is the aim of the fixed capital formation account (account
8) inserted in this SAM. Amore detailed table would then pr€s-
ent:
(a) Who invests where in the rows of this account-cell
(8,7);
(b) Where does one invest in what in the columns-cell
(1,8) .
In this case, the who refers to an institutional sub-sector, the
where refers to an industry, and the what refers to a category
of products. Note that through this fixed capital formation ac-
count the SAlvl shows at a meso-level the linkages which exist
between fixed capital formation by institutional sector, as prc-
sented in the capital account, and fixed capital formation by
category of goods and services, as contained in the supply and
use table.
20.63. Often, estimates of gross fixed capital formation, in column 8,
and of the consumption of fixed capital, in row 8, are already
available. As a consequence, the residual, net capital forma-
tion, shown in row 8 and column 7, should be found. In a sup-
plementary table, net capital formation by industry could bc
decomposed into a "volume-effect", i.e., the increase in ca-
pacity of an industry expressed in terms of its maximum out-
put volume(s), and a "price-effect", i.e., the price per volume
unit of capital formation. As a result the capacity effects of in-
vestment would be conceptually integrated in a national ac-
counts framework. In practice, however, production capacity
figures may be hard to find.
2O.&. In the financial account (account 9), lending is presented row-
wise, and borrowing column-wise. The balancing item is
given in row 9, and not in column 9, because it is at the same
time the balancing item of the capital account for the rest of the
world. It equals net lending of the rest of the world (-38).
5. External transactionr
20.65. The elements in the current and capital account for the rest of
the world (accounts l0 and I 1) have all been discussed above,
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except the current exüernal balance (-41) shown in tow I I and
column 10. If one wants to consider this balance from the per-
A more detailed SAM
l. Criteria lor classificationt
20.6. Tlpically, SAMs for different countries have selected a com-
mon type of classification in each account, while the actual
(detailed) classifications have been based on local conditions.
Defining these taxonomies is a vital phase in the construction
of a SAlvI, as its uses depend very much on the categories dis-
tinguished.
20.67: When it comes to the design of classifications, a broad, and
Perhaps slightly artificial, distinction could be made between
two types of SAI\,Is:
(a) SAMS principally used for monitoring;
(b) SAlvIs principally used for 
"näiysis.
The taxonomies in the first type of SAMs should be deter-
mined by what one wants to monitor, or by the taxonomies in
the object of comparison (e.g., a SAM for an earlier period or
another economy). For the rest, not many general rcmarks can
be made. The remaining part of this section will thus focus on
classifications in an "analytical" SAI\,I.
20.68. As transactions in a SAM are shown simultaneously as a re-
ceipt of one (sub)account and an outlay of another, they are
usually cross-classified. The usefulness and feasibility of
such cross-classifications should thus be considered when
designing the taxonomies for each account. In an "anatytical"
SAM this implies that a well-balanced number of categories is
distinguished in each ("endogenous") account. For example,
in an analysis of the circular flow of income on the basis of 200
products, 50 industris, 2 labour categories and 3 household
groups, a bottleneck appears in between the primary income
and final expenditure flows. In other words, such an analysis
requires that the number of labour and household categories is
not much smaller than the number of products and industries.
20.69. The following considerations may sewe to guide in defining
a classification:
(a) The homogeneity of the categories distinguished, re-
garding the transactions recorded in the account under
consideration; ideally, all units in a single category op-
erate on the same markets, both on the supply (input)
and on the use (output) side;
(b) Therecognizability ofthesubgroups and theirrelevance
to economic analyses and to policy preparation and
monitoring (including e.g., key industries, regional as-
pects, and identifiable target groups);
(c) The stability and measurability of the characteristic(s)
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spective of the total economy, it should be put in row l0 and
column I I and the sign rcversed .
;ill:**lä5:ff,:,tr*xff;H"il"'
(ö The degree to which the (cross-)classification(s) can be
derived from (a combination of) existing data sloltrses.
20.70. Formany purposes of a SAlvt, the classification of households
is particularly crucial. Conclusions regarding (changes in) in-
equalitn and perhaps even povertn may have to be based on
subgroup averag6, and thus depend very much on how the
population has been subdivided. On one hand, any feasible
number of household groups may lead to categories contain-
ing over a million people, for instance, and this must imply
that average figures conceal considerable within-group dis-
parities. On the other hand, integrating distributional statistics
into a SAM considerably increases their reliability as well as
their relevance. Summarizing, this heterogeneity should not
be a problem if a proper classification is selected, i.e., if the
shapes of the underlying within-subgroup distributions arc
fairly similar, or if the spread mainly concems incidental or
less relevant differences (e.9., life-cycle effects).
20.71 . In the light of the considerations in the above two paragraphs,
main income source seems a more adequate criterion than in-
come size when it comes to classifying households in an "an-
alytical" SAI\,[. This means that, in addition to the criteria
determining the standard SNA sub-sectors, location
(urbary'rural or distinguishing several regions), possession of
assets (e.9., agricultural land) and size and composition
(witt/without children) of the household may be considered
relevant. A further breakdown could then be based on main
economic activity of the household and main sub-sector of
employment, occupation, educational attainment, etc. of the
reference person. In a "monitoring" SAlvI, classifying house-
holds by income size or expenditure bracket cannot be ruled
out, although the problem remains that income and expendi-
turc are neither easily measurable nor stable and that they re-
quire a lot of survey questions-sro that the information
contained in, e.8., household and population surveys which do
not ask these questions, cannot be linked up with such a SAlvI.
20.72. Obviously, in practice only a few classification criteria can be
applied simultaneously. It is thereforc most workable to start
from an inverted tree-structure. Figure 2O.l exemplifies this
prooess of successive suMivisions. All in all, this yields 43
subgroups (23 in rural arsas, 19 in urban areas and a scparate
subgroup for institutional households). This taxonomy may
be considered as an example of the flexible allocation of
households to sub-sectors which is advocated in section G.3
of chapter IV. If one wanted to derive all standard SNA sub-
sectors through an aggregation of the subgroups distinguished
E.
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here, a frrther subdivision of the (ttuec) categorics of farmers
into own-account workcrs and employers would be rcquired.
Obviousln this example sctrerr merely to illushatc, if only b"-
satrse it has becn constructed with a particular type of country
in mind; othertypes of countries require a different classifica-
tion-Ee. \ilhen using this classification to (re)process sur-
veys, it is advisable to add an'unclassified" subgroup by way
of safety net.
20.73. The classification of households need not be the same in each
tyPe of accourt. For instance, a brealcdown of the category of
other transfer income recipients may be morc useful in the sec-
ondary distribution of income account than in the allocation of
Primary income account. Moreover, in some casrcs it may be
necessary to define a 'collective household subsector- for a
few catregories of transactions, such as final consumption ex-
penditures of pension fund administration scrviccs
20.74. The classifications of other institutional units typically resem-
ble those in the central framework (see annex V at the end of
this manual). Again, it is possible to introduce in the SAIVI
Proper a specific classification or a specific level of detail in
each account. For instance, it stands to reason to show a more
detailed taxonomy of financial corporations in the capital ac-
count than in the secondary distribution of income account. Or
a grouPing of government expenditures according to function
(see chapter xvID, may be appropriate in the use of income
äccount but less so in the other accounts. Conversely, if for a
certain transaction category only fairly aggregate data are
available, this necessitates the trse of a limited breakdown in
some accounts, but not in all of them.
20.75. Some or all accounts for the rest of the world may b" g*-
graphically suMivided, especially if the sAM-economy
(country or region) belongs to a larger community where spe-
cial (trade) regulations apply, or if its functioning is closely
linked to a particular part of the outside world (e.g., through a
tied currency).
20.76. The classification of (self-)employed persons may be based on
a combination of background and (main) job characteristics,
like sx, schooling, age, ethnicity and place of residence on
one hand, and occupation, type ofjob contract (full-time/part-
time, perrnanent/ temporary) and region and sub-sector of em-
ployment on the other. Another consideration should be that
within-group variations in relative wage rate changes are
smaller than between-group variations. In common with the
household taxonomy, an inverted tree-structure may be built.
A classification by industry of employment is less relevant,
because this is already shown in the SAM by the cross-classi-
fication of value added. If, for example, employees in estab-
lishments belonging to a corporate enterprise are separated
from those working in unincorporated firms, and the indus-
tries are tabulated by ISIC-class, the value-added submatrix
would show labour income in plantations separately from lab-
our income in small-holdings growing fruil, nuts, beverages
or spice crops.
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20.77. As cxplained in paragraph 20.53 above, resident persons em-
ployed in non-tpsident entrerpriscs should constitute a separatc
gtorup. If one wantrs to arrive at an estimate of employment by
counting the number of employcd person units, non-resident
persons working for resident enterpriscs and employees work-
ing tcmporarily abroad should also be set a1nrt. In this case the
group of employed percons should evidently incorporate the
sclf-employed for whose labour input an imputed rcmunera-
tion should then be isolated from the rest of net mixed income
in thc SAIU (sec paragraph 20.102 below).
20.'18. Idealln the residual net mixed income and net operating sur-
plus are broken down into various mone specific caüegories of
primary inputrs, likc the services dcrived from using various
types of land and various types of subsoil assets. However,
such a breakdown is only feasible if sufficient data on the own-
accormt input of an asset type are available and if a reasonable
imputation for the price thereof can be found. For instance, if
a welldeveloped market exists for the rental of farmland of
various qualities and if the (own-account) input of these types
of land is regularly surveyed, part of agricultural mixed in-
come and operating surplus could in fact be assigned to the
services derived from using land. Asimilar procedure may be
followed for some subsoil assets, for R&D assets like patents,
etc. In this way, several categories of property income pay-
able, including an imputation for self-earned property in-
comes, would be distinguished as sub-components of mixed
incomes and operating surplus by industry. This serves to
yield more insights into (a) which (primary) inputs have pro-
duced the outputs of a certain industry, and (ä) which sub-sec-
tors have provided these inputs, wihout pretending that a
complete enumeration is feasible; a renumeration for the use
of some assets, like the organization of production or the ex-
ternal environment, cannot usually be isolated. The "unex-
pected" value added may then be classified by sub-sertor to
which the establishments in each industry belong (see para-
graphs 20.52 and 20.76 above).
20.79. The value added category "other taxes on production" may be
suMivided to single out dues which could in fact also be seen
as a payment for the use of an input, like a levy on the discharge
of oxygen-demanding materials into surface water. In this
case it is thebudget mechanism and notthemarketmechanism
which determines the price.
20.80. Products may be distinguished by type, adapting the CPC to
specific circurnstances and needs, followed by a suMivision
of some of these categories into domestic products and im-
ports (see also chapter XV). Sometimes, products which are
apparently very much alike ought not to be grouped in a single
category, because they are traded in totally differcnt markets,
at very different prices. As a rule, an important consideration
in a taxonomy of products should be that within-group varia-
tions in relative price changes are smaller than between-group
variations.
20.81. For industries it is sometimes useful to supplement a local
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Social accounting matrices
variation of the ISIC by a classification by institutional sub-
sector of the enterprise to which the establishment belongs;
theremay be informal household firms and foreign-contnolled
cotporations which produce similar productrs, like clothing,
but these establishmentrs do not operatre on thc salne output or
input markets. Analogousln production for own consumption
by households may be presented in one or mor€ scparate *in-
dustries-. In addition, key industries could be set apart. [n the
fixed capital formation account, a differcnt (more aggregated)
taxonomy of industries can be applied.
2. Structun of r more detailed SAM
20.82. Table 2O.5 seryes to illustrate what kind of information can be
derived from a more detailed SAI\{. The main orientation of
this particular table is to show:
(a) The circular flow of income, including a subdivision of
labour income by . few categories of employed persons;
this enables a more detailed analysis of the linkage be-
tween value added of industries and primary income of
household subgroups;
(b) The interdependence between the distribution of in-
come and the structure of production; among other
things, this is related to diverging demand patterns of
various household groups;(c) kTFtrs iffl":Hfiffi',1*1;H.tä;
this enables a more detailed analysis of the linkage be-
Jffi ,?l#,?:ll,';HH"",äHj;:"illl.*
For purposes of presentation, the number of groups in each ac-
count is kept at a minimum. Obviously, r full-fledged SAM
should distinguish more categories per account.
20.83. In table 2O.5,each subaccount is labelled first according to its
position in the aggregate SAM (table 20.4)and then according
to a label specific to this table. Such a labelling system should
bi applied throughout the whole set of tables, in order to en-
able an easy linkage of (very) detailed figures to the overall
state of affairs in the economy.
20.84. The discussion of this table focuses on elements which are less
elaborated either in table 20.4 or in the set of supply and use
tables plus sector accounts in the central framework. The fig-
ures in this table are also the sane, or where supplementary
details have been inserted, add up to the same as the concom-
itant figures in those data sets.
20.85. The submatrix in the top left-hand corner contains a specifica-
tion of the trade and transport margins. In the row for (trade
and transport) services, it shows the relevant margins on agri-
cultural and industrial products, and records the sum of these
as a negative entry in the column for (trade and transport) ser-
vices, such that the figures in this block add up, row-wise, to
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?ßno.firtu the valuation of uscs (at purchasers'prices) in rcws
la-lc is not affected, while this method of recording en$rrcs
that the t,otal of columns la-lc (total supply) is also valued at
purclrasers' prices, For some ptrrposes, this may not be the
ideal way of recording hade and transport margins. An alter-
native regishation method is sketched in paragraph 20.105
below.
20.86. Drrc to the overlap of the use table and the usc of income ac-
count (rows la-lc and columns 6a6b), a SAIVI rcveals thc dif-
ferences in demand patt,erns acro{ls soci@nomic
subgroups. This information is generally more reliable than
that available from a household budget survey which has not
been reconciled with the national accountrs.
20.8'1. In rows la-lc, columns 7a-7d show the changes in invento-
ries, whilecolumns 8a-8c recond in which industry one investrs
in what kind of produced asset. Intermediate inputs (columns
2a-2c), government consumption expenditure (column 6d),
and exports (column l0) are the same as in the supply and use
table. In columns la-lc, this also holds true for the (trans-
posed) make-matrix (rows 2a-2c), for taxes on poducts legs
subsidies, which accrue to the govemment as primary income
(row 4d) and for imports (row l0).
20.88. Columns 2a-2c contain various kinds of inputs by industry.
The intersection between these columns and rows 3a-3gpres-
ents a decomposition of total net value added, at basic prices,
by primary input category and by industry. In this submatrix,
compensation of employees is shown separately for residents
and non-residents, and the formpr is split into both sexes. This
may point to an under-representation of female labourincome
in some industries. The block containing the consumption of
fixed capital (rows 8a-8c) is a diagonal matrix.
20.89. In row 3d and column 10, compensation of residents working
for non-resident enterprises is shown. Through a carcful
choice of the employed person unit (e.9., number of months
worked in the reference year divided by l2), the number of na-
tional wage-earners equals the total number of units in ac-
counts 3a, 3b and 3d. As stated above, an additional distinction
of various categories of self-employed persons in this accormt
would have been particularly relevant to an analysis of na-
tional total (un)employment on the basis of a SAlvl. In tum,
these categories would then have received an imputed labotr
income, with a concomitant reduction of net mixed income.
20.90. In columns 3a-3g, generated income is allocated to institu-
tional sectors (rows 4a-4d), and to the rest of the world (row
10). The sectors in this example are two household groups
(employee households and other households), a category
combining NPISHs and both corporations sectols, and the
general government, including social security funds.
20.91. The data in rows 4a and 4b reveal to what extent both catego-
ries of households depend on female labour income. Most
property income received by households originates from cor-
porations (see rows 4a-4band columns 4a-4d and 10). Asmall
480
vl
o
N
e)
&s
tr
0
c)
€
o
o
-;
o
o
€
F
'e
tro
€
o
ia
cf
E
t
9 - ' : q q - g -  n
c { e { f - c { O \ N f -  O \
\O f- OO f- ca !t O\
f - S N  \ O $ G l  t t
FI
9 0 g q q 9 q 9  a l
c A N O O C - f - O  r n
o N €  t  $  l n
FI
c a l n € o 9 0 $  
€
ci \cj d o F -.: \cj oi
N F. Fr Fr (fl
q q \ 1 l q
-t  \h f- CO l€
C { 1 r l N _ .  l hF { l
9 - v ? q  l q
- r O \ O O  l 9G I F I I
I
O N c ? t o  l O
o d - . : d  
l d
I
9 - q
- r O$ o \
-t (rl
a e  lO \ \ n  I
- l
. q 9
l n -
\O \O
q v ? - 1  q
O f - O O
o o N o
o c j o c ;
lE
-r O\
c. i+
a v ?
ca f-
q
C-\o
o
o$
f-
rü
c.l(\I
(t!
r\\o
q
rn
N
\o
c.i
q c ! q q q q q
f - C - O \ O O O O\ o t f l N
q \ q n q q q
Q 1  - t C - O O O O
tvl N -r
q
o
l3
l=
l:
l*
lY
l=
l=
o o o o
o c i o c i
q q
o o
o o
o c ;
t;
l3
l;
lT
l3
lT
9 ( n - . < O t n O r n
d J F - o e . i + o d
F { F r  O O \ O
(\l Fl
v ? - 1  , 4 q v ' !  q v ?
r n € ) r r | o c " | r r | €
(fl N Ft (\ t-r
q a v l - : q q q
\ O t - r O r n c a N
FI FI F! FI
c ! \ a q v l q 9
l  - ( t l O C - $ N
O r - .  l O  O O O r n
c..i J lo o: \o -.:
c a \ o  l \ o  $
I
o o  I  o r  € G l
cai e.i I o -i .f e..i
l -
I
r n r n  I  o \ O \ o €
o c . i  I  c i d \ c i - i
I
I
r A c a  I  O r r G l r + l
o $  i  d d e { c ;
I
I
q n c ! c ! v ? - : 9  n
OO f\ -r O sf '< \O cri
ti '...< (rl (rl cA | \O
\ a  I  q g v ? v ?
o o  I  o N r n o
- t N  I  H
l l
I
I
o
oi
t T
a a c ! q a q a  q
r \ c a ( n o o \ F - N  r -F { ( i €  $ N N  O( ' lG |  NN \O
O C - | t - - t O O O  O
c ' i - . : J c j + o +  v ;
Fa Fl Fl
q q Q - q . q o q  c !
€ \ O - t O N N O \  O O
$l rt (\
Q - t f - 6 ;
o o o i o
$ N  I
, -  |
I
c q N  I
" i o  Ir - ' l
o c a \ n N o o o
od -.: vt d \o d -.:
r n \ a  r n c f ) N
l n t + - r O \ O O \ O
d r r ; c d o F o r . -
Q -': v? .q
Q ; t  O \  O
Fl
o o  I
." I
q n q q
o \ o o l n
FI
g c!  a.q
O N O r - . r
o o
cj c;
O € F r F i O O \ O N  €
-.: d cj o -.: -.: d t-i
O E I  C J  O r -
arit (lt c'it (r:t 3ri, c'itsE l* BEEu l*ll
- E lg#
e >
I
.9
\
.s
s
ta
RI
q)
s
E
ss
ta
*
E
c)
o
aEg
g
ä g
E Ege
äsä*ä
sä$$3i3g
tr
o
+r
o
aE
A
tro
0lU
E'a
€
1A
gA
?a
!)
en
c)
xs
li
c)
€
o
6E
:ä $
€.= 
' t r
. 9 E  A
re äE5ä
äg g€äEgä
I
.ä uzF E
s $r
€
o
.X cr
E E
s Oä3
*atr
c)
€
' 6
g
&otr
.E
1AE
e
E.tr
o 8
E . F
€FBg
c 6
l - q v ? q ? - - n  l 9
l - O f - € F ( r l - O \  i ö l
|  
- \ f $ ^ o  
I
l q q o q g c l g , , ' l q  l q
I O O O N $ \ O \ a - .  l OI  ^- ' - ' I
t o o ( \ t @ \ o o $ €  t o
l - - d d o e . i a i o i  l d
r l
t O O t f S c a O \ d ) \ Ol c i o c j d . r + o . g
I
l q q - 1 q o q q q o g
l o o o o - r @ 1  
o s f
I
I
T O O O N € f \ ( Y l - r
t o c j o d d + c i J
I
lO O r..< (v) \O € O \O
l - - o d J d ; J c . i
I
I O O O - V O O O
i o - i d o r c j c i
I
I O O - r C - { \ O r A O *
l o i i d i c . i o c i
I
v >  i  l q q - n ö ! v ? q a
F e E E F | - o o o o o o o
gE FE cu f====:::= l=3 3t333
3  l a Q t g o \ c - \ o $  l o o o - r c a \ o - r ( f )
7  _ n l c j o e . i q - -  o c d c . i +  l o o o d , . . j + o oSERI  -N  i
E  l q q g o q g - c . ! \  l q q q q - : q g -g,g ä E 
-$H 
l- 
- r; = 
"i r * l= 
= =o o ci oo
E  I O O - . c 7 | O \ \ O f - C -  l O O f - \ O \ O \ O c a c r l
E 38 l- d i g .ri g = $ l- o dc'i.r; $ r,-
> E N l  r - '  I
c '  g  l o o N o o r n r n r - . . )  l o o o o $ . . o - .
.=  
-  fo  |c j  o  d  J  o  - :  - :  c i  lo  o  o 'o  d  J  oo
- s E  < o : < I  I>  ö  e f t l  I
l3
l=
l o
l.
l q
l-
l=
l o
l.
l c !
l oI
ls
l o
l.
l3
l=
l=
l=
(n
C)
c)
>r
o
g
E
c)
.Jtr
CI
tt
]a
e
I
tr
o
z
a ?
o . t s
L
bsr t E
cüE
?a
_ t D Jt r E €
= 
ö_ 5g - - l  . -
EE g 8ö F  o  tg
a)
r t
. ä E  H
ü € €
lsEää,
EI,EE
glg;ä
(\!
CD
o)
c,
.q
o
SI
o,
-cl(tt
+r,
x
L
#3tr
E
I
tl
=
u,
-tr!
o,
'tr!
'trt
(tr
o,
q
E
E'qt
(tr
t,
ot
cr
Iq
R
o
-
€
€]-
I o q u f q q - q c l o q
E  l \ o o \ o r n o r n \ 0 o
F * l  * \ o c { - $ =
5  . E  A  l o o o o t \ s c o € r \
€ FäE aäg l - " r+e ' iF- r+
FeäEFI=3s33:==
E
o
. F  l o o € o \ o \ o o - r
5 = I d o o - i o d = HE&r
E €  I - - o i q v ? o q \ 9
- _ _ . 8 ä 3  l O O o O F r r n t r l O
FEs€ ä*,
EäE€äxl===::=:a
E
E . r  -  I ? ? - 9 " ? \ 3 o q q
€E€n l==c -F r€ - t / )
ä g , E  s  l ? ? o q 1 ? o q r q
E ä  g€n l - -G r r -o -o -
c n  I n O t O O O F { O c )  t - T c ) O c ' c ) O c ) c )
g n I" 
- cj d ci d d o 
l- 
- cj 
€j cj ci d ci
-  9 )  ä  l o t o l N O ( \ t O - , O  T O O O O O O O O
äE  E  g  f i  l ' i oo i i d -  i - i i i i i i i
.E l  Iö I< o (J ct ur u- tc, - | - ? y -r E z,e o-E l s s s s s s s s  1 8 8 8 g g # € €
c,
c,
g
=
.ct(o
CJ
C/'
l=
EEEEEEEEd 2 ü > ü > e )
Social accounting matrices
part coneenrs rent etc. directly received fromotherhouseholds
(columns 4a4b) and, for example, interest earned on foreign
bank accountrs (column l0).
20.92. A table like this reveals from whom all sub-scctors reeive
their property income and to whom they pay it. In this example
the government pays property income to the corporate sector
ild, to a lesscr extent, to the rest of the world (se nows 4a4d
and l0 and column 4d).
20.93. The diqgonal submatrix in the crossing of rows 5a-5d and col-
urnns 4a4d contains net primary income by sector. The next
block (rows and columns 5a-5d) discloses from whom to
whom current taxes on income, wealth, etc., social contribu-
tions and benefits and other current transfers are disbursed. In
this SAlvt, these amounts include imputed social contributions
and exclude social transfers in kind. Currcnt transfer flows
from and to abroad (rows 5a-5d, column lO and low 10, col-
urruts 5a-5d, respectively) consist of migrant remittances
(from and to the household sub-sectors), non-life insurance
premiums and claims (here, both paid abroad, by non-finan-
cial and financial corporations respectively) and taxes and
current transfers related to international cooperation (ex-
changed with the government).
20.94. The diagonal submatrix in the intersection of rows 6a-6d and
columns 5a-5d gives net disposable income by sub-sector,
used for final consumption expenditure and net saving in col-
urnns 6a-6d.
20.95. Rows 7a-Tdshow the sub-sector acquisition of fuo&, through
saving (columns 6a-6d), capital transfers receivable and net
sales of land and other non-produced assets (columns 7a-7d
and l1) and increases in various typgs of liabilitie.s (columns
9a-9c).
20.96. An allocation of these funds is specified in columns 7a-7d.
Special attention should be paid to sector differences in the al-
location of net fixed capital formation to industries (see rows
8aäc). The industrial distribution of investments fty sub-sec-
tor) obviously provides an indication of the direction the econ-
omy is heading.
20.97. The elements in rows and columns 8a-ll have already been
discussed above or are also shown in the central framework of
the System.
20.98. A real, more detailed SAM cannot usually be presented on a
single page, and even if this is technically feasible, showing
much empty space on one, very large sheet of paper may not
lead to an optimal absorption of information by the reader. In-
stead, the labelling system described above could be used to
present one non-empty block (or a few small, adjacent blocks)
at the time. This idea is illustrated in the next section.
3. A detailed value-added submatrix
20.99. Table 20.6 unveils part of the information contained in a full-
fledged SAM. It looks at total net value added, i.€., cell (3,2)
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of tlre aggregate table z0.4,through a magnifytng glass. Tio fa-
cilitrtc ctoss-rpference with the supply and use table, indus-
hies are only classified by lSlC-catcgories. Male and female
laborn incomes are broken down by category of occupation
and place of rcsidcnce of the employd perron. Net mixed in-
come is shown according to the location of the enterprise
owned by 
" 
household, and net operating surplus according to
the (sub)sector of the enterprise to which the estiblishment be-
longs. In this example, mixed incomestill includesan imputed
nemuneration for the labour of the self-employed. Obviously,
the (stylizcd) figures in this table add up to the'öoncomitant to-
tals shown in tables z0.4and 20.5. For instance, total net value
addcd appears in thc bottom righrhand @mer.
20.100. The additional insights which can be obtained from such a
table includc the following:
The sharc of female tabour income by industry and rcgion
The degree of concentration of female labour income in
a certain occupational category, by industry and rcgion
The composition of labour income by occupation in
each industry and region, for both sexes
The regional split of mixed income by industry
The weight of public enterprise and foreign-controlled
corporations in the operating surplus of each industry
In table 20.6the detailed information on compensation of em-
ployeas comes from labour statistics; its integration into a na-
tional accounts framework will improve the relevanse as well
as the reliability of both this source and the national accounts.
20.101. Iabour incomes as presented in this table should be deomposed
into a volume and a price component by labourtype and industry:
fu I l -t ime eq ui valent empl oyment and (wei ghted, fu ll -time equiv-
alent) wage rates, respectively. Apart from that, a full-fl"dg"d
SESAIVIE also contains a table showing the allocation of these
labour incomes and the concomitant employment to household
groups (paragraph 20.29 above). Similar transactions might be
shown for imputed labour income of the self-employd.
2O.lO2. A data set which contains an estimate of imputed labour in-
come of the self-employed person units as well as a split of all
labour income into a volume and a price component, yields de-
tailed labour data which are quite useful to all kinds of analysis
and which are directly linked to all important macroeconomic
aggregates, including employment (i.e., the total number of
employed person units) and full-time equivalent employment
(i.e, total labour input volume). For that purpose, it would be
useful to break down mixed income in table 20.6into an imputed
compensation for work done by the self-employed, including un-
paid helpers belonging to the same household, and a residual
which has more in common with the operating surplus of other
enterprises. The imputed compensation per self-employed per-
son unit could be estimated as hours worked multiplied by the
hourly wage of an employee with similar background and
System of National Accounts 1993
job characteristics in the same industry. On the basis of such a
S EsAME,*conventional "employmentandful I -timecqui va-
lent employment can be specified according to labour cate-
Bory, and as well according to industry and household group
F. Alternative social accounting frameworks
l. Alternatiyo eccounting rtructursr
20.103. The SAIU shown above stays fairly closc to the scquence of
flow accounts in the central framework Most existing SAI\,Is
lead off with the gencration of income a@ount, while the
goods and services account and the production account arc
placed lower and more to the right.
zO.lM. The following accounts arc sometimes consolidated:
Goods and services account and production account
The primary and secondary distribution of income and
use of income accounts
Capital account and fixed capital formation account
Capital account and financial account.
20.105. Depending on the purposes of the SAIU and on data availabil-
ity, separate accounts may be inserted for categories of trans-
actions such as:
Täxes and subsidies on production and imports (classi-
fied by type; this facilitates a recording of taxes or sub-
sidies which only apply to specific categories of use)
Trade and transport margins (possibly split up and clas-
sified by type of distributed product; due to this separate
account, thase margins are excluded from all use values
and from total supply of goods)
Household final consumption expenditure (classified
by prpose)
Government final consumption expenditure (classified
by function).
In the case, for example, of household final consumption ex-
penditure by purpose it is not really an "account" that is added.
Y*0, 
such extra rows and columns should be seen as a
'mapping": a cross-classification of the same information
from different points of view. A real account shows actual
transactions between units or contains at least two cells in ei-
ther the row or the column of the macro-matrix (see table
2O.4).In general, an account ends up with a balancing item,
while a mapping does not.
20.1(b. With regard to the redistribution of income in kind account
and the use of adjusted disposable income account, two alter-
natives for their registration in the centml framework could be
considered. First, in a "monitoring" SAI{, they may be con-
solidated with the distribution of income aceount and the use
of income account. This implies that the balancing item dis-
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as faras full-time equivalent employment is concerned. The
distribution of *conventional" employment (by labour cate-
gory) overhousehold groupscan then beshown inanothersat-
cllite table.
pcablc income drops out; only 
"dj*t"d disposable income is
shown. Secondly, in an 'analytical" SAI\{, these accorurtrs may
be relegated to the sct of satellite tables; incorporating them in
the SAIvI proper would complicatc the estimation of ave,rage
or marginal expenditure propensities. l0
2O.lO7. Satellite tables can also prescnt a breakdown of scve,ral üitns-
actions shown in the SAIVI according to a third criterion. Ex-
amples of such threcdimensional tables alt: (a) property
incomes by type (rent, dividend, interest, etc.), as well as by
paying and receiving sub-sector, (b) financial tnansactions
both by type of financial asset and by crreditor and debtor sec-
tor, and (c) all primary input categories by paying industry and
by receiving sub-scctor. Alternativeln this third aspect can be
shown in the SAI{ prcper, i.e., by inserting it (partly) in one
or both classifications. Thble 20.6 has illustrated this for the
case of operating surplus, categonzpdby receiving sub-sector.
20.108. Conceptually, it is not difficult to incorporate in the SAIVI an
other changes in assets account, classifi"d by type of asset or
by type of otherchange, ffid a changes between balance sheets
aocount, classified by sub-sector or by type of asset. In such a
framework it is advisable to subdivide the capital account such
that each subaccount yields one balancing item: net lending on
one hand and changes in net worth due to saving and net cap-
ital transfers on the other. The first subaccount (named gener-
ation of worth account), then receives net saving fiom the use
of income account and settles the capital transfers to yield
changes in net worth due to saving and net capital transfens, to
be put on the changes between balance sheets account. In turn,
the second capital subaccount (named other capital account)
receives this balancing item from the changes betwocn bal-
ance sheets account and adds purchases minus sales of land
and other non-produced assets to yield net lendhg, to be put
on the financial account. Alternativeln transactions in finan-
cial assets can be expressed in gross instead of net terms, while
other, positive and negative, changes in assets can be inscrtod
in the crossings of the other changes in assets account and this
other capital account. This capital subaccount then yields
changes in net worth due to other changes in assets as a bal-
ancing item. This balancing item is put on the changes be-
tween balance sheets account, which thrn adds up to total
changes in net worth. Finalln in the column of the changesbe-
tween balance sheets account, changes in net worth duc to
other changes in asscts are transferred to the other change in
assets account.
20.1(8. Like T accounts, SAMs ean be extended to incorporatc oco.
Social accounting matrices
nomic aspects which atp not pail of the SNA's cenhal frarne-
worlq such as environmental concerns, production of unpaid
domestic and personal services for own consumption within
households, or a broader conccpt of capital (see chapters XD(
and XXD. In these information systrems, non-monetary data
have a crucial role to play (refer to the outline for a SESAIUE
in scction C.l above). Sincc this often entails the introduction
of additional units, a matrix format is particularly useful. An-
other extension refes to the incorporation of balance sheets
within the SAIvI ptoper. Evidentln in many ciases, the data re-
aquired for such an extcnsion are not available; yd, for the sakc
of completcness, a possible design of such a SAIU is sketchcd
in the following section.
2. An eramplc of e SAM including balancc theetr
20.ll0. Table 2O.7 gives an example of a SAIvI which is oriented to-
wards an analysis of the interrelationships between economic
stocks and flows. It includes an other changes in assets ac-
count, a changes between balance sheets account, and balance
sheets. The other changes in assets account is classified by in-
stitutional sub-sector, with a separate account forthe rest of the
world, the changas between balance sheets account is broken
down by type of asset and the balance sheets are shown both
by sub-sector (pl* the rest of the world) and by type of asset.
Apart from this, table 20.4 has been altered as follows:
(a) The primary and secondary distribution of income and
use of income accounts have been combined;
(b) Current and capital accounts for the rest of the world
have been combined;
(c) 
ff:,ffi,fi** 
capital formation account has been
@ hrrchase.s minus sales of land and other non-produced
assets are shown in the other changes in assets account
and not in the capital account;(e) 3:*Til:*::::ilä:T:",i1?i;:'j::[:"' sub-
A A dummy account has been inserted to absorb the bal-
ances, for institutional sub-sectors and the rest of the
world, of transactions in financial assets and in non-fi-
nancial, non-produced assets; as in the column of this
dummy account nothing is recorded, it has been deleted.
The first two changes of this list are optional; they were only
made here in order to limit the size of table 20.7. The dummy
account is a possible solution to the problem of incorporating
in a SAM both balancing items of the System's capital ac-
count, that is, (a) net lending, and O) changes in net worth due
to saving and net capital transfers.
20.111. Otherwise, the current accounts (labelled I -6) and all account
codes in this table are analogous to those in table 2O.4. The
capital account (account 7) now records net saving and capital
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hansfe,rs, resulting in thc balarrcing itcm changes in net worth
duc to saving end rrct capital hansfers (row 14 8rd column 7).
20.ll2. The financial account registars in the rc% that is, in cell (9,18),
acquisitions minus dispocals of existing finarcial asscts and
(minus) liabilities plus the simultanoous ctcation qextinction
of financial assets and countcrprt liabilities. The balance, net
lending of thc nation, is put on the dummy account fq thc bal-
anoe of harrsactions in financial and non-financial, non-prc-
duced asscts; ccll ( 12,9). Asimilar procedure is followcd in the
financial accotutt for the rcst of the world (account l9); in this
case, the balancing item is net lending of thc rcst of the world
see cell (12,19).
20.ll3. The row of the dummy aecount for the balancc of transactions
in finmcial and non-financial, non-p'roducd assctrs (account
12) records net lending of the nation (cell 12,9)and net lcnding
of the test of the world (cell 12,19), which always add up to
zßto, and acquisitions less disposals of non-financial, non-
produced assels, by institutional sub-sectors (cell 12,13) and
by the rest of the world (cell 12,20),and the sum of these trans-
actions is also z.eto by definition. Hence, it is not necessary to
insert a column for this account.
20.ll4. The now of the other changes in assets account (account 13)
shows:
(a) Purchases minus sales of land and other non-produced
assets in cell (l3,l7X
(b) Other changes in the volume and price of produced as-
sets in cell (13,16);
(c) Other changes in the volume and price of non-financial,
non-produced assets in cell (13,17);
(ö Other changes in the volume and price of financial as-
sets and (minus) liabilities in cell (13,18).
Purchases minus sale.s of existing produced assets arc not in-
cluded in this list, since they are recorded as part of gross cap-
ital formation in cell ( I , l6) (see chapter X).
20.ll5. In the column of the other changes in assets account, the first
item of the above list is put on the dummy account for the bal-
ance of transactions in financial and non-financial, non-pro-
duced assets; see cell (12,13). The balance of the other
changes in assets, changes in net worth due to other changes
in assets, is allocated to the changes between balance sheets
account in cell (14,13). An analogous other changes in assets
account is set up for the rest of the world (account 20); only in
this case items (b) and (c) of the list in paragraph 20.1 14 are by
definition excluded, while item (a) does not refer to land.
20.116. The changes between balance sheets account (account 14)
adds several kinds of changes in net worth in the row and al-
locates these to the balance sheets of national sectors and the
rest of the world in the column. Obviously, cells (14,7) and
( l4,l 3) add up to total changes in wealth held by national sec-
tors-see cell (15,14), while cells (14,10&l l) and (14,20) add
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Tabfe m.7.
Account
(classification)
Goods and
services
(products)
Production
(industries)
Distribution and
use of income
(institutional
secüors)
Example of a SAM with balance sheets
0. Goods and l. Production
services (productsl (industriesl
1 2
- -
Trade and Intermediaüe
transport consumption
margms
0  1 8 8 3
U.l.2-4.Income
distribution a d use lll.1. Capital
(institutional sectorsl {institutional sectorsl
4&5&6 7
- -
Final
consumption
expenditure
| 399
lll.3. 0ther changes
lll.2. Financial in assets (institutional
(institutional sectors) sectorsl
I  1 3
11.1.1. Generation of
income {value
added components|
3
-
2 Output
3 604
ffi ffi(valueadded added
components)
Capital
(institutional sectors)
at basic prices
| 499
T*"r 
""products less
subsidies
r33
Net Propeü
generated income and
income cunent tanes
at basic and current.
prices transfers üo
I 503 ROW | | 230
Net saving Capital
233 transfers 6r
Financial
(institutional
sectors)
Balance of transac-
tions, financial and
non-prod. assets
Net lending Net purchases
of the üotal of non-produced
economy assets
38
Other changes in
assets
(institutional
sectors)
Changes between
balance sheets
(asset types)
Changes in net
worth due to
saving & capinl
transfers
230
Changes in net
worth due to
other changes
in asseß
305
Balance sheets(institutional
secüors)
Balance sheets Produced
by tlpe of assets
assets (industries)
1 6 Consumption of
fixed capial
222
Non-prod-
uced assets
(types)
1 7
Financial
assets(qpes)
Rest of the world,
cument and
capital
Imports of
goods and
seruces
1 0
1 1
Compensation
of employees
to ROW
Property income Capital
and current taxes transfers
and current to ROW
transfers to ROW t
77499
Rest of the world,
financial
Rest of the world,
other changes in
assets
Rest of the World
balance sheets
Tonl 4 236 3 604 I 505
I Incl-u{igg taxes on production and imports and adjusünents to changes in the net equity of
households with pension funds, from (cöll 3&4&\loat l) and to (cell l0&l I and liblilss) ROw.
29s 38 305
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1V.1.2.-3.2. Asset type balance sheets V. Rest of the world
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1V.2. Changes 1V.1.1. and lV.3.l.
in balance sheets Balance sheets(asset typesl (institutional sectorsl
1 4  1 5
Produced Non-produced
assetslindustriesl assets(types)
1 7
Financial
assets llypesl
1 8
l-lll.1. Current
and capital
10&11
lll.2. Financial
1 9
lll.3.Other M.l and 1V.3.
changes in assets Balance sheets
20 21 Total1 6
-
Gross capital
formation (in
produced
assets) 392
- -
Exports of
goods and
seruces
540
- -
4 236
Gross capital
formation (in
non-produced
assets) 22
3 604
Compensation
of employees
from ROW
6 I 505
Property
income and
curent taxes
and cunent
transfers from
ROW | 73 2 939
Capital transfers
from ROW I 295
Net acquisition of
of assets (+) and
mcruTence
of liabil. (-)
38 :
N"t t""drng N"t 
"rq"irition-of ROW by ROW non-
produced assets
- 3 8  0
38
0
Net other
changes in
produced
assets
Net other changes Net other changes
in non- produced in finan. assets (+)
assets and liabilities (-)
15t7lI  l 9 305
Net worth due
to changes of
current external
balance and cap.
transfers -38
:
Changes in net
worth of ROW
due to other
changes in
assets 4 501
Total changes
in net worth
due to other
changes in
assets 535
Opening
stocks
produced
assets
6 447
Opening
stocks
non-produced
assets
Opening stocks
finan.
assets (+) and
liab. (-)
3 875 494 l0 951
Closing stocks
produUed assets
6 336 6 558
Closing stoclcs
non-prod. assets
4 068.
Closing stocks
fin. assets (+) &
liabilities (-)
547
4 068
Closing stock
of-fin.asseß (+)
and liabil. (-) ROW
242 789
582
Net acquisition of (+;
finan. assets less incurr.
liabil. (-) bv ROw
- 3 8 - 3 8
Acquisitions
(+) less disposals (-)
of non-prod.
assets by ROW 0
Net other changes
in finan. assets (+)
and liab. (-)
of ROW 4
Total changes
net worth ROW
-34
501
Open. stocks
fin. assets (+) and
liab. (-) Row 276
l 0  951 6 558 4 068 789 582 - 3 8 242
242
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up to total changes in wealth held by the rest of the world, see
cell (21,14). If this account is subdivided by type of asset and
the category of produced assets is broken down by industry, a
submatrix based on cell (14,7) would show, emong other
thit gt, net capital formation by institrsional rGtrr of qigin
and by industry of destination.
20.117. The balance sheets are first presented for the national sectors
(account 15). Row-wise, total ehanges in net worth of the na-
tion arc added to the (net) opening stoclcs. This gives the net
closing stoclss, which are transferred to the balance sheetrs by
type of asset (accounts 16-18). In this aggregatre table, net
opening worttr of the nation can be found as the total of cells
(15,16), (15,17) and (15,18), while net closing worth of the na-
tion agrees with the total of column (or row) 15.
20.ll8. The balance sheets by type of asset (accounts 16, l7 and l8)
contain consumption of fixed capital and net closing stocks in
the row, and gross capital formation, net transactions in finan-
a higher degree of accuracy at the macro-level. Naturally, if
therc are too many holes in the basic data, the reliability of
(pare of) the SAIU remains dubious. In this way, building a
SAI\'I will also pinpoint gaps in the available data set and dis-
crepancies in the survey concepts. This should then have a
streamlining feedback effect on both economic and social
basic statistics.
20.123. As processing censuses and surveys is very time-consuming,
and as the construction of a detailed SAI\{ also tends to involve
a substantial input of human ries'ourees, until recently SAIvIs
have generally become available with a lag of several years.
In fact, it is most practical to begin with building a full-flrdg"d
SAI\{ only for years for which main surveys or censuses are
held. It then serves as a benchmark data set, updated yearly or
even quarterly, with the help of relevant indicatots, to obtain
the necessary timeliness without giving up too much in terms
of reliability. Amatrix framework is especially suitable in this
regard, in view of the availability of various updating and rec-
onciliation algorithms that apply matrix algebra. Forthe Tac-
countrs, other types of algorithms are available. Obviously,
some computerization of the construction process of a SAI\{
will prove quite useful in its updating as well.
20.124. Integration of more basic data entails the possibility of more
policy issues being monitored and analysed intenelatedly.
Above all, the linkage of employment and income distribution
aspects to more macro-oriented objectives like NDP-growth,
balance of payments equilibriuffi, stable price levels, etc.,
comes within reach with a SAlvI.
20.125. Since household surveys tend to underestimate not only total
incomes or expenditures, but also inequality among house-
holds, a reconciliation of these spurcelr with demographic sta-
G. Applications of the SAM
l. More integntion of availablc basic drte
20.l2l. ChapterXVhas outlined the suitability of a matrix framework
to compile the goods and services account, the production ac.
count for industries and the generation of income account in
the central framework. As a SAIU integrates both income and
expenditure flows and the supply and use table at a meso-
level, it may serve as a format for the estimation of a wider sct
of accounts. The SAM-approach is particularly useful if one
wants to reconcile detailed information on, for example, pro-
duction and international trade with basic data from, forexam-
ple, a labour force survey, a household budget survey and an
investment survey for industries. In addition, casting accounts
into a SAlvI-framework implies that matrix algebra can be ap
plied to balance them. If a SAM is principally used for moni-
toring purposes, including comparisons with other
economies, a large degree of international uniformity of these
SAlvIs is important. Therefore, these SAlvIs may generally uti-
lize concepts of the SNA s central framework. Th"y can be
considered as a unifying presentation of both the supply and
use table and institutional sector accounts.
20.122. The abundance of data included in most SAIUs may give the
impression that it can only be constructed for countries with a
wealth of statistical information. In practice, developing coun-
tries have taken the lead in compiling SAI{s. Actually, it is in
situations where basic information and other statistical re-
sources are (very) scarce that it is all the more important to
make the best possible use of whatever data are available. In-
tegrating outcomes of all kinds of costiy censuses and surveys
into a consistent overall framework may increase both their
relevance and their reliability. This applies in particular to
household surveys and population censuses. Genenally speak-
hg, carefully acquired consistency at the meso-level teads to
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cial assets, net transactions in non-financial, non-produced as-
sGb, other changes in assets and the opening stocl$ in the col-
lllllll.
20.ll9. The combined currcnt and capital account for the rest of the
world (accounts l0 and I l) ends with changes in net worth due
to current external balance and net capital transfers (row 14
and column l0&ll). Finalln the balance sheet for the rest of
the world (account 2l) resembles the one for the national sec-
tors, except that it is limited to financial assets and liabilities.
2O.l2O. Su@uent tables may disaggregate parts of this matrix to
show, o.9., financial transactions by sub-sector and by type of
financial asset, which then add up to cell (9,18) in table 20.7.
In gcneral, such a detailed set of tables would contain cnoss-
classifications, by institutional sub-sector and by type of asset,
of both opening and closing stocks and various changes in
stocks. In any case the dumrny account (account 12) is not sub-
divided.
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tistics, an input-output table, wage surveys, profit and loss
statementrs, governrnent accounb, I balance of paymentrs sum-
mary, financial data, etc., in a SAIvI will lead to a morc rcliable
description of inequalities among houschold groups.
20.126. The applicability of a national accounts frameworh likc a
SAI\,1, to the measurrement of poverty is less erri&nt. In this
case, households might be classified by income sizp-claes, in-
cluding a group with income below some predefined pov-
erty-level. In practice, the limitcd capability of nationwi&
household surveys in covering the poor may pose a problem.
Besides, underestimation of income and expenditure in sueh
a suryey is not equally spread acrors the whole range of in-
comes or expenditures. Relatively large ernorc frequently
occur at the tail of the distribution. In fact, part of the within-
subgoup heterogeneity in a SAII{ is caused by false outlies.
All the satne, if the households are classified according to
socio-economic characteristics, it may more safely be as-
sumed that enors are not concentrated in specific subgrc)ups,
so that some scaling cum reconciliation procedurc of original
subgroup average (per capita) values will not distort the in-
equality between subgroups. Summarizing, on one hand, it is
rather hazardous to count the poor on the basis of national ac-
counts, but on the other hand, a SAM which contains an elab-
orate classification of households may provide a dependable
surnmary of "structural" poverty; it will identify subgroups in
which the households are typically poor, it will show which
needs cannot be properly met in these groups, and, above alt,
it allows for analyses concerning the causes and consequences
of these circumstances.
20.127. Some of the above arguments apply to micro-macro links in
general. A SAM may reveal the "structural" or average situa-
tion in the whole range of household groups. Again, a proper
classification, resulting in fairly homogeneous categories qua
behaviour, is crucial. In addition, micro-macro links are con-
siderably facilitated if the concepts applied in the SAM are
tuned to the perceptions at the micro-level.
20.128. Another application of SAMs refers to regional or supra-na-
tional accounting. In many instances it is neithernecessary nor
feasible to construct complete regional SAMs, or input-output
tables for that matter. However, the SAM-feature of multiple
sectoring implies that the regional dimension can be intro-
duced into the classifications wherever this is considered rel-
evant and as far as data availability atlows. For example, a
regional aspect can be introduced into the classifications of
employed persons and households.
20.129. Interesting applications of a series of SAMs plus a set of com-
modity price and volume indices are, among other things: (a)
tracing the relationship between changes in the terms of trade
and productivity by industry and the income distribution, and
O) fixing weighting baskets for household group-specific
consumer price indices (CPIs) which are consistent with the
overall CPI.
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2. SAIIfu 13 r tool lor modelling rnd po[icyrnalyrb
20.130. Thc structure of each SAIU aheady reflectrs the relationships
rcprcscnted in an ooonomy-wi& model. Thiloring this modcl
to specific circumstances and nceds thus has repcrcussions on
the organization of data in the SAlvt. As a rule, the outlays in
each column of such an *analytical- SAI\{ should be directly
rolatcd to total receipts in the concomitant now. This could
imply, for instance, that taxes and social eonbibutions are
transfbn€d to the sccondary distribution of income account for
the government in accordance with their incidence: product
taxes from the goods and services account, dhertaxes on pre
duction from the production account, wage-relatedsocial con-
tributions from the income generation account, taxes on
primaqlf incomes from the allocation of primary income ac-
count, capital gains taxes from the other changes in assetrs ac-
count, taxes on wealth from the balance sheets, etc. Another
example refers to other changes in assets: if one thinlcs that
some of these changes, such as capital gains, are directly and
to a large extent reflected in final consumption expenditurc,
these values could be booked as an incoming on the (second-
ary):distribution of income account. Evidently, in such a SAlvt
the stress lays on a representation of the ebonomic structure.
The other side of the picture is that some conventional balanc-
ing item(s) can then no longer be derived fiom a single cell of
the aggregate SAI\'I (see property (f) of matrix accounting, as
shown in paragraph 20.23 above).
2O.l3l. fuialogous to an input-output table, a SAM provides a frame-
work for a simple, linear model which is based on the inverse
of the endogenous part of the matrix. In this case the multiplier
model is closed, at least concerning the linkages between pri-
mary incomes and final expenditures. When compared with a
fixed coefficient input-output model, a SAI\'I-based inverse
enables a more complete analysis of employment multipliers,
the impad of exogenous changes in govemment expenditures
and foreign trade, etc. Moneover, income distribution effects
can be studied as well. In a SAM for use in multiplier analysis,
accounts considered exogenous, like some or all accounts for
the government sector, are singled out and shown at the end.
In addition, the structure of the SAM should then be oriented
towards obtaining the most realistic proportionality assump-
tions. Realism may be further increased by estimating coher-
ent sets of relevant elasticities to arrive at marginal instead of
average expenditure propensities. In any case, the (cross-)
classifications selected in the SAN{ will have a dominant in-
fluence on the outcomes of the analysis. For some purposes,
the relative simplicity of the multiplier approach is appealing.
However, in severat other applications the absence of supply
constraints and of endogenous prices in this model is a serious
limitation.
20.132. These shortcomings may be overcome in another important
application of a SAM: its use in a so-called applied general
equilibrium (AGE) model. These economy-wide models,
which apply micro-economic insights at a meso-level, serue
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to simulat,e the effects on growth and income distribution of a
rangeof policies, from trade liberalization measunes to tax rate
changes and structural adjustment packages. Minimal data re-
quircments for AGE Models are: (a) a base-year SAlvt, (b) a
decomposition of SAlvt-values per catregory of goods and ser-
vices (preferably including various types of labour and asset
services) into appropriate price and volume components, (c)
data on various stoclcs, like population and production capac-
ity and, possibly, (d) additional data required for a morp real-
istic derivation of rclevant elasticities. This may be
supplement"d by @onometric estimation of some parameters,
on the basis of time-series data which are scaled such that the
base-year values are in confiormity with the concomitant
SAlvt-values. The output of such a modelling exercise typi-
cally consists of a rcproduction of the base-year SAIU, which
validates the model, and of a series of SAMs for future periods.
20.133. Adistinctive feature of all SAM-based models is theirreliance
on complete balances, at a multisector level, of incomes and
outlays of institutions and of supply and use of goods and ser-
vices, usually including labour services. Ideally, the supply
and use balances are maintained for values and volumes sep-
arately and for some assets as well. Another feature is that the
structure of the model and the structure of the SAIVI are closely
interlinked. To a lesser extent, this also applies to the parame-
ter values. This means a departure from a model specification
which hinges on co-variations among time-series of consider-
able length. In turn, it implies that SAM-based models are less
liable to the disadvantages of that approach, such as: (a) its use
of proxy variables and independently estimated deflators for
various transaction categories, which does not guarantee con-
sistency; (b) its dependence on longer time-series, which in
many cases are not available at a meso-level, and (c) its rcli-
ance on the constancy of relationships over a longer period,
which is often questionable in view of various structural ex-
ternal shocks (energy crises) and continual institutional re-
forms (ifting trade barriers, large-scale privatizations, etc.).
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20.134. The above examples illustrate that SAI\,I-based models are
particularly rclevant to policy analyses in which the structural
features of an economy play an important role. For instance,
in a situation of structural adjusünent one might use such mod-
els for simulating the rläcFo-ooonomic and distributional im-
plications of pricc liberalization measurres or, rcversely, of
propcals for a certain environmental l"ny. In analyses with a
relatively short time-horizon, it can safely be assumed that
many structural features can be represented by fixed coeffi-
cients. In longer-üerm models, feedbaclcs at the meso-level
need to be incorporated more carefully. In both cases, a SAlvl,
or preferably a morc extended SESAIVIE as sketched in sec-
tion C.2 above, then serves as a framework to guarantee con-
sistencn both in current and in constant prices. However, until
morc timely SAIUS with well-articulated financial accounts
become available, these models have only limited rclevance
to short -term, monetary stabi I i zation policies.
20.135. Finally, SAN,Is arc suitable for use in a macroeconomics teach-
ing course, in view of their concise and conveniently arranged
description of interrelationships between economic pro-
cesses, their function as a systematic databasc for the joint der-
ivation of monetary and non-monetary aggregate indicators
and their close connection to flexible, @onomy-wide models
of varying degrees of complexity.
Note
I As redistributed income in kind is by definition fully spent on
certain goods and services, its size influences neither saving
nor the final consumption of other products. Note, though, that
the same applies to income imputed as a consequenee of val-
uing output for own final consumption at e4uivalent market
prices (subsistence production, services of owner-occupied
dwellings, etc.), and to wages in kind.
A.
XXl. Satellite analysis and accounts
Introduction
2l.L The central framework of the SNA presents a number of char-
acteristics which give it the advantages of an intcgrated ac-
counting structllrle. It is exhaustive and consistcnt within the
boundary of the economic activities it covens; that is to say,
each unit, transaction, product and purpose is given a place,
and only one, in the classifications and accounts of the System.
Moreover, the set of concepts adopted by the System is fully
cohetent.
21.2. The counterpart of these benefits is that there are certain limi-
tations as to what may be accommodated directly in the central
framework. The central framework may be used in a flexible
way, as explained in chapter XIX, in order to put greater or
lesser emphasis on specific aspects of economic life, such as
the public sector, households, or high inflation. However, the
margins of flexibility allowed by the central conceptual
framework do not permit conflicting approaches to be covered
simultaneously.
21.3. As already indicated in several earlier chapters, the SNA does
not claim that its categories and concepts are in all cases the
only right ones. Additional or different requirements necessi-
tate the development of complementary or alternative catego-
ries and concepts.
21.4. Satellite accounts or systems generally stress the need to ex-
Pand the analytical capacity of national accounting for se-
lected areas of social concern in a flexible manner, without
overburdening or disrupting the central system. It is useful to
preview in very summary form the characteristics of satellite
accounts or systems, which will be elaborated throughout the
chapter. Tlpically satellite accounts or systems allow for:
(a) The provision of additional information on particular
social concerns of a functional or cross-sector nature;
(b) The use of complementary or alternative concepts, in-
cluding the use of complementary and alternative clas-
sifications and accounting frameworks, when needed to
introduce additional dimensions to the conceptual
framework of national accounts;
(c) Extended eoverage of coets and benefits of human ac-
tivities;
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21.5. These characteristics, even in the summary form, point to im-
portant roles for satellite analysis and accounts. On the one
hand, satellite accounts are linked with the central framework
of national accounts (as will be spelled out at several points in
the chapter) and through them to the main body of integrated
economic statistics. On the other hand, as they are mone spe-
cific to a given field or topic, they are also linked to the infor-
mation system specific to this field or topic. They also call for
better integration of monetary and physical data. Because th"y
preselve close connections with the central accounts, they fa-
cilitate analyses of specific fields in the context of macro-eco-
nomic accounts and analyses. Satellite accounts in various
fields ffiäy, in addition, help to connect analyses between some
of those fields. Satellite accounts are thus able to play a dual
role, as tools for analyses and for statistical coordination.
21.6. The objectives of the present chapter are threefold. First, it in-
dicates, in section B, what kind of variants are or could be
thought of in general when allowing for additional degrees of
freedom. The approaches refened to may lead to various types
of solutions, from just introducing some additional figures to
redesigning the main concepts of the central framework. Sec-
ondly, in section C, the chapter presents a framework for func-
tionally oriented satellite accounts, the goal of which is
somewhere in between these two extreme types of solutions.
Thirdly, in section D, the chapter presents environmental ac-
counting in a SNA satellite accounting framework. Environ-
mental accounting, which is of such importance as to deserve
special consideration, is explained by reference to a general-
izedand extended version of the system of environmental eco-
nomic accounts.
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B. Satellite analysis
21.7 . In this section, a stepby-step approach is followed in order to
illtntrate by example various means of broadcning the analy-
ses. hoduction and products, primary incomes and transfers,
uses of goods and services, assets and liabilities, purposcs as
well as aggrcgates ate considered in turn.
l. Production and productr
21.8. Within the production boundary of the central framework of
the SNA, prcducer units are establishments or, in a morc re-
fined analysis, tutits of homoteneous production, classified
according to their principal economic activity. Both kinds of
units are classified according to the lnternational Standard In-
dustrial Classification (ISIC).
21.9. When establishments, and consequently industries, are not
homogeneous at a given level of the ISIC, they undertake both
a principal activity and one or more secondary activities. The
output of these secondary activities is identified according to
its nature, following a product classification, but the inputs of
secondary activities are not separated from the ones of the
principal activities. Ancillary activities, on the other hand, are
not analysed and classified according to their own naturc, but
as part of the activities of the establishment(s) they sewe. This
means that ancillary activities arc not undertaken by distinct
producerunits and the related products do not appearas auton-
omous products.
2l.l0. When examining certain kinds of activity and products, it may
be useful to separate secondary from principal activity, in
orderto get a full picture of the inputs (intermediate and factor
inputs) corresponding to the activity being examined. This as-
pect is well-known in input-output analysis. In addition, it
may be necessary to identify some ancillary activities and their
output within the producer units.
2l.ll. Thke the example of transportation. The output of transporta-
tion activities in the central framework covers only transport
services rcndered to third parties. Own-account transportation
is treated as an ancillary activity; its inputs arc unidentified
components of the costs of the producing units it serves. If one
wants a broader picturc of transportation activity, own-ac-
count transportation of producing units has to be identified
and measued. With regard to health activities, some of them
also are treated as ancillary activities, such as the on-site med-
ical facilities provided by employers to their employeres. Thus
the cost of many activities includes an unidentified health
component.
21.12. More generally, inputs of producer units cover the direct cost
of making the principal and secondary output and the cost of
various internal functions which are, to varying degrees, indi-
rect components of the total cost. Iri addition to the above-
mentioned activities, we could mention trainhg, electronic
data processing, accountancy and trade.
21.13. Thus, for complete soverage of certain activities and products
within the production boundary of the central frameworke we
have to deal with a number of elements:
(a) The establishments, or the rurits of hornogeneous pro-
duction, whose principal or single activity ir the one we
are interested in (the choice between thesc two types of
rurits depending orr the objectives pursued and the stnrc-
turc of the economy);
(b) If we are dealing with establishments, the rclevant sec-
ondary output of other establishments, and the intra-es-
tabl ishment deliveries ;
(c) The relevant ancillary activities and their output, pre-
sumably measured by their costs in general.
21.14. In many cases this process is straightforward, because the
specified activities and products appear as such in the classi-
fications of the central frameworlq although, of course, addi-
tional data are necessary as rcgards (c) above. Naturally the
relative magnitude of (c) may differ from one activity to an-
other, being more crucial for transportation or data processing
than for education, for instance.
2I.15. However, in some important cases, such as tourism and envi-
rorunental protection activities, the process of identification is
complex, because the rclevant activities and products appear
only to a small extent in the central framework classifications.
21.16. An output is usually identified according to a list of observable
products, independent of the use that is made of them. This is
possible for part of tourism: the services rendered by travel
agencies or hotels are typically tourism products. More gener-
ally, however, tourism activities are defined by the fact that the
goods and services they produce arc delivered to tourists-
i.e., people who spend at least one night away from home,
whatever the purpose of their travel. So, long distance trans-
portation is clearly a tourist activity; short distance transpor-
tation may or may not be, depending on who is rcing it. The
same is true for shops in tourist areas. Some activities, though
clearly tourist in nature, äF isolated only at very detaited lev-
els of classifications, for which national accounts arc not com-
monly available, or not identified at all. Consequently,
delineating tourism activities raises a lot of difficulties. The
approach in most cases is an indirect one, starting fiom analys-
ing the structurc of tourist expenditurc by product and looking
at what activities deliver these goods and senrices.
21.17. The casre of environrnental protection activities and products
is even more complex. Some establishments specialize in the
production of environmental protection services for delivery
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to otherunits (e.g., waste disposal, sowage treatnent) orgoods
which are used for environmental protrection (e.g., filters).
Ottrers direct only part of their activity to delivering such
goods and sewices to third parties. Moreover, an important
part of environmental protection activities is inüernal to estab-
lishments. They are ancillary activities in the centrat frame-
work and have to be externalizpd if one wants to measure the
envitonmental activities mor€ broadly. Again the purposc of
the expenditure has to be corsi&red in conjunction with the
kind of activities undertaken and the goods and scn ices used.
21.18. lhe above-mentioned rc-analyses takc place within the limits
of the central fimmework's bourdary of production. For cer-
tain objectives, however, the production boundary itself may
be changed. This can be done in a rather global way, for exam-
Ple, by including services rendered by persons to other mem-
bers of their household or/and voluntary worls It may elso bc
done when trying to get a very broad picturc of a given activity.
For instance, to make an overall estimate of the transportation
function in an @onomy, it might be useful to cover transport
services rerrdered by households using their own carc and to
try to value the time people spend using transport facilities.
Generally speaHng, the scope of non-market activities may be
extended considerably.
2. lncome
Primary incomes
21.L9. When the production boundary is extended, as suggested
above, themagnitudeof primary incomes is increased, income
being imputed for the additional activities which are inserted
within the boundary of production.
21.20. Additional analyses are also possible. For example, one may
try to separate the mixed income or entrcpreneurial income of
the household sector into an element of return to labour and an
element of return to capital.
21.21. In conditions of inflation, nominal interest may be judged not
to be a convenient measure of the return to lent funds. Nominal
interest includes an implicit or explicit (in case of indexation)
component as compensation for the change inflation occa-
sions in the real value of monetary assets and liabilities. This
comPonent may be analysed as a holding gain forthe borrower
and a holding loss for the lender, rather than as an element of
property income (see chapter XIX for a possible parallel treat-
ment of interest suitable forcountries experiencing significant
inflation).
Transfers and disposable income
21.22. Several kinds of transfers in addition to those in the central
framework may be delineated, if meaningful.
21.23. First, transfets may appear in relation to ancillary activities
when these activities are externalized, especially when their
output is allocated to final consumers. Transfers internal to
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units may also sore,r the count€rpart of the cost of production
of non-market scnrices produced by government when it is
uscful to distinguish the producing and the financing firnc-
tions of government.
2t.24. Secondly, implicit transfers may be madc explicit. Implicit
transfers change the situation between units without any flow
being treated as an imputed &ansfer in the central framcwork
For instance, tax benefig refer to the advantages ordisadvan-
tages oconomic unitrs incur as a oonsoquenee of tax legislation
by reference to a kind of average situation. Anottrer, simpler
example is the case of non-market scwices provided free of
charge by govcrnment units to market producers. In the cenhal
frameworkthesc serviccs at€ a collcctive consumption of gov-
ernment. If a ftrther analysis treats them as an addition üo in-
üermediate consumption of market producers, a counterpart
should be introduced, prcferably in subsidies on pnoduction.
This approach may be undertaken systematically to measure
all types of transfers between govemment and particular se'c-
tot':s, such as agriculture. The implicit benefits resulting from
tax concessions, equity participation, soft loans, differential
exchange rates, differential domestic prices, etc., may then be
added to subsidies, other current transfers, or capital hansfers
embodied in the central framework data.
21.25. Externalities may give rise to a wide range of implicit hans-
fers, when trying to depict and value advantages/disadvan-
tages that are not accounted for in the value of monetary
transactions between economic units or that result from ac-
tions of these units in the absence of any moneüary transaction.
The environment, of course, gives rise to many external ef-
fects (see section D). For example, pollution and nuisances
created by producers may have negative effects on final con-
sumeß. These negative effects might be estimated, not very
easily of course, and recorded as negative transfers from pro-
ducers to households. In order to balance these negative trans-
fers, one possibility might be to introduce a concept of
production of externalities which would result in an output of
negative or positive services and the corresponding final con-
sumption.
21.26. Thirdly, flows in the other changes in volume of assets account
and the revaluation account of the central framework arc can-
didates for enlarged concepts of transfers and disposable in-
come. One could treat all of them as within an enlarged class
of current transfers. The balancing item of the other changes
in volume of assets account, i.e., "changes in net worth due to
other changes in volume of assets", and the balancing item
"changes in net worth due to real holding gains/losses" in the
revaluation account, would then appear as extraordinary (dis-
posable) income, subsequently as extraordinary saving. In this
hypothesis the resulting enlarged disposable income would
approximate more closely the ex-post Hicksean income con-
cept. Enlarged saving in effect would then become equal to
changes in real net worth less net capital transfers received.
21.2'l . However, one may think of making only limited steps in this
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direction. For instance, a @untry engaged in a war might find
it useful to estimate an additional concept of disposable in-
come by taking into account the destruction due to war. In
countries where holding gains or losses on financial assctsfli-
abilities are significant, real holding gains and losses on finan-
cial assets and liabilities could be added to disposable income
in order to derive a broader measure of income.
21.28. Naturally, changes in primary incomes of the type described
above would also result in adjusted figures for disposable in-
come. One possibility in that context would be to adjust the lat-
ter only for the component of nominal interest which
compensates for inflation, or for the difference betw@n nom-
inal and real interest.
3. User of goodr and mrvicor
21.29. The coverage of uses of goods and services, either for inter-
mediate or final consumption or capital formation, obviously
changes as a result of enlarging the concept of production. For
example, if services rendered to each other by members of the
silne household are included in production, they are finally
consumed.
21.30. The borderline between intermediate, final consumption and
capital formation may also be modified in various ways. Tlvo
typical cases refer to human capital and consumer durables.
When final consumption in education and health is, at least in
pafr, treated as fixed capital formation, the coresponding cen-
tral framework transactions are reclassified from consump-
tion (mainly final, partly intermediate) to fixed capital
formation which results in human capital assets. A less radical
treatment is to capitalize only actual expenditures on educa-
tion (and possibly part of expenditures on health) as intangible
assets, so extending the scope of the latter. As an immediate
consequence, the concept of consumption of fixed capital
would be extended.
2L.31 An alternative to the inclusion of expenditures on consumer
durables such as cars and furniturc in household final con-
sumption is to treat them as fixed capital formation. Only that
part of the resulting fixed asset that is e.stimated as consump-
tion of fixed capital then enters final consumption. Strictly
speaking, this procedure implies enlarging the concept of pro-
duction to include household services.
21.32. As a consequence of the changes just considered, the concept
of saving is extended.
4. Assets and liabilities
21.33. The scope of assets, either tangible or intangible, is modified
as a consequence of extending the concept of production or
modifying the borderline betw@n consumption and capital
formation, as indicated in the previous paragraphs.
21.34. The scope of financial assets and liabilities may also be broad-
ened by including contingent assets and liabilities in the clas-
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sification of financial instrurnents. In fact, this modification
would be simply a formal one as presumably, following cur-
rcnt corporate practice, equivalent amounts would be included
in both the assets and liabilities of each sector involved, unless
the present value of the net risk taken is estimated and recorded
undcr other changes in volume of assets, for example.
21.35. fire scope of non-produced assets recorded in the balance
sheets might be extended to other naturally occurring assets.
In the central frameworh natural assets are included in bal-
ance sheets only to the extent that they are owned and capable
of bringing economic benefits to their ownen. Of sourse,
these criteria would apply to some additional nattual assets if
the services th"y provided wene to be included in an enlarged
conoept of production. Moreover, attempts might be made to
cover natural assets mone widely to account for natural assets
in gareral. In most cases, however, measu€ment is then usu-
ally only feasible in non-monetary terms.
5. Purpotol
21.36. In the central framework an analysis by purpose is applied to
most transactions of general government and non-profit insti-
tutions serving households, to final consumption and some
other transactions of households and to certain transactions of
producers. (The classifications are described in chapter
XVm.) This approach may be extended in order to cover a
broader range of transactions and transactors. Moreover, the
functional approach may be rnorc flexible than it is in the cen-
tral framework.
21.37 . In the classifications by purpose used in the central frame-
worlc, headings at a given level arc mutually exclusive. A
transaction classified under education may not also be classi-
fied under health, for example. In some cases, the part of ex-
penditure missing when focusing on a given purpose may be
significant and, thercfore, a problem. In particular cases, pur-
poses of current interest hardly feature in the existing general
classifications because, for historical or other nsasons, priority
is given to the analysis of other purposes. For example, besides
the fact that tourism does not appear as such as a main category
in the classification of household goods and services by ob-
ject, it is not even possible to reassemble the necessary pieces
because not all of them are shown in the classification. The
case of environment is similar with respect to various classifi-
cations.
21.38. Consequently, when emphasis is given to a particularpurpose,
a reclassification of a number of transactions is often neces-
sary. All prograrnmes or transactions related to environmental
protection, for example, may thus be identified and grouped
into a specific purpose classification. Such specific classifica-
tions have to be designed to cover the various units concerned
in a consistent way. Of course, onoe reorganiteÄ that way,
transactions classified by purpose are no longer additive since
some of them may appear simultaneously undereducation and
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health, &fence and health, envircnment and agricultural or
eneqgf affairs, tansport and tourism, etc.
6. Aggregrtor
Changes in the main aggregates hown in the central framework
21.39. Anumber of the complementary or alternative analyscs men-
tioned above may modify the main aggr€gates as shown in the
central framework either directly or indirectly. Examples of
direct modifications are the increasc in outpuf valuc added
and final @ruilrmption when household internal services are
included within the bound"ry of production, or the increase in
fixed capital formation if human capital is considerd an ec(>
nomic asset. Other aggregates arc indirectly modified: saving
in the latter sase, disposable income in the former one.
21.40. Accounting for the use of natural nesources and changes
therein, such as subsoil mineral deposits, might also lead to the
measurcment of complementary or alternative aggregates (see
section D). In fact, in these and similar cases, a new system of
national accounts is explicitly or implicitly rebuilt, as the al-
ternative aggregates might be introduced in a differently con-
ceived central framework.
Introduction of aggregates by purpose
21.41. In some types of analysis the objective is to focus on one spe-
cific field of conceffi, such as education or tourism. Changes
in some concepts and aggregates of the central framework
may be introduced, but this is not the primary intention, nor is
it intended to give a different picture of the overall economic
Process.
21.42. In this approach, one may wish to define and measure one or
more aggregates to capture at a glance the magnitude of the re-
sources an @onomy is devoting to the field of concern. In
some cases the functional analysis of the central framework
dirbctly provides figures that are very close to those sought.
For defence, for instance, the sum of collective consumption
and capital formation coresponding to that purpose in general
govemment accounts will normally give what we want to
know. This means that national expenditure on defence is ob-
tained directly as a part of national expenditure. Here the prob-
lem is easy to solve because only one institutional sector is
involved and the object concerned appears as a specific head-
ing in the classification of functions of government. Even in
this simple case, one might argue that a full picture of defence
expenditure would necessitate including other elements such
as the opportunity cost of conscripts and volunteers, some ex-
penditures related to internal order, research on military objec-
tives carried out under non-defence heading, etc.
21.43. In most cases, however, more than one sector is involved and
the classifications do not directly contain the items of interest.
In addition, the required aggregate is not necessarily com-
posed only of final consumption and capital formation. A
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broader concept has thereforc to be specifically defined, in
ordcr to cover all aspects of the national expenditure in the
field of conc.ern. This is firther elaborated in section C"
7. Othor rpectr
21.U. This section illustrated various ways and means of extending
national accounts work fire examples given do not attempt to
cover systematically all kinds of complementary or alüernative
solutions. For instance, diffcrent methods may be used to
vdue economic flows, as well as assets and liabilities. Some
of these methods are included in the central framework; oth-
ers, such as opportunity cost or the net present value may be
considered mot€ broadly in satcllite analyses. The labour con-
tent of flows of goods and scrvices may also be studied. The
underlying economic significance of certain arrangements
such as, for instance, advertising expenditures by businesses
that provide major support to newspapers and television pro-
granrmes, might be examined.
8. From analyses to accountl
21.45. Broadly speaking, two types of satellite analysis may be dis-
tinguished in their relationship with the central framework of
the SNA. One type involves some reanangement of central
classifications and the introduction of complementary ele-
ments that differ from the conceptual central framework (such
as the identification of the output of ancillary activities) with-
out drastically diverging from the concepts on which the cen-
tral framework is built. These constructs arc not based on nor
emphasize alternative concepts, even when they use some on
a complementary basis. This first type of analysis mostly cov-
ers accounts specific to given fields such as education, tourism
and environmental protection expenditures. Introducing their
content into the central framework would overburden it and
would not be totally possible; doing it in a specific, satellite, äc-
courting framework allows additional margins of flexibility.
21.46. The second type of satellite analysis is mainly based on con-
cepts that are alternatives to the ones of the SNA. A different
production boundary or enlarged concepts of consumption
and capital formation may be introduced, or the scope of assets
may be extended, the borderline between economic phenom-
ena asi covered by the central framework and natural phenom-
ena may be altered, the linls between income and wealth may
be put in the context of a broader concept of wealth, including
natural assets, etc. Often a number of alternative concepts are
used at the same time. This second type of analysis may in-
volve, like the first, changes in definitions or classifications,
but in the second type the main emphasis is on the alternative
concepts. Using those atternative concepts may give rise to
partial complementary aggregates the purpose of which is to
supplement the central system. Various efforts are also made
to include some or all of them in an alternative system of na-
tional accounts.
System of National Accounts
21.47 . The second type of research work is evidently more contnover-
sial than the first one, but it is important. It allows national ac-
coturts work to be extended beyond what is, or perhaps might
be, included in the central systrem of the SNA. It provides use-
ful results for @onornic analysis. It experiments with new
concepts and methodologies, with of course a much wider
margin of freedom than in current national accounts work
This research work may influence the development of the cen-
tral national accountrs themselves. The System does not make
standardizdrscornmendations as to this type of worlc, which
by definition must rcmain open.Environmental accounting i"
'considered in this context in section D. For explanatory pur-
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po6cs that scction uses a version of an acsounting framework
called the system of environmental economic accounts, which
should be considered work-in-progress and just one of the
frameworks in which environmental account could be devel-
oped.
21.48. On the other hand, the work already done in functionally ori-
ented satellite ascountrs-the type of research work refened to
in paragraph 21.45 above-refers to a family of sat,ellite ac-
counts for which it is possible to propose an accounting frame-
work which could be used as a reference by p"ople intending
to build such accounts.
C. Framework for functionally oriented satellite accounts
21.49. It is clear from the prcvious section, that satellite analysis may
apply to various aspects of national accounts and pursue dif-
ferent objectives. One approach is to concentrate on one field
to give a full picture of it, in a systematic way, by establishing
a specific accounting framework, articulated with the central
framework.
21.50. As regards its relations with the central framework, such a spe-
cific, satellite framework does not aim at covering all eco-
nomic life; it is a self-consistent framework in a partial
domain. Escaping from some constraints of the central frame-
worlc, which is mainly institutional in nature, a satellite frame-
work or account is by hypothesis more functional.
21.51. T'io put more emphasis on the functional point of view, such
satellite accounts combine an extension of the kind of activity
and product analysis and a generalization of the purposc ap
proach. It is then possible to try to design an accounting frame-
work to cover a wide variety of cases, all of them belonging to
a family of functionally oriented satellite accounts. Such ac-
counts are relevant formany fields, such as culture, education,
health, social protection, tourism, environmental protection,
research and development (R and D), development aid, trans-
portation, data processing, housing and communications.
21.52. Most of the fields just mentioned refer to services; they gener-
ally spread over a number of activities and they correspond in
many cases to subjects that very often are of social concern. It
should be noted at the outset that because the fields of func-
tionally oriented satellite accounts sometimes overlap, the
shares of national expenditure in those fields in relation with
gross domestic product (GDP), for example, may not be
strictly additive. Some activities/products/purposes may be
classified in several places. Thus, if shares of overlapping
fields have to be calculated, the denominator will normally
have to be modified.
l. Scope of r lunctionally orisnted retellite rccount
21.53. To analyse a specific field in depth while preserving the pos-
sibility of calculating some significant aggregates such as na-
tional expenditurc, the starting point is an analysis of the lxtes.
This coresponds to the questions "how many resources are
devoted to (education, transportation, tourism, environmental
protection, data processing, etc.)?" or, identicalln "how much
is spent on (education, transportation, etc.)?". In order to an-
swer these questions, we have to decide uPon:
(a) The goods and services that we will consider specific to
this field, where national expenditure includes the uses
(current or capital) of these specific products;
(b) The activities for which we will record capital forma-
tion;
(c) The transfers that we will consider specific to this field,
recognizing that they will be a separate component of
national expenditurc only to the extent that they are not
already included in the value of the uses of the specific
products (otherwise, they will be analysed only in rela-
tion to financing).
21.54. Depending on the field, the design of a given satellite account
will emphasize:
(a) The detailed analysis of the production and uses of the
specific goods and services (e.g., R and D ortransporta-
tionX
(ä) The detailed analysis of transfers (e.9., social protec-
tion);
(c) Both production/uses and transferc equally (e.9., educa-
tion and health}
(ö Uses as such (e.g., tourism, environmental protection).
21.55. When units which are the users, as actual consumerc or invest-
oF, and units which ultimately bear the expenses coincide,
figures for users telt us who finally bears the expenditure. This
is the normal case for data processing and to a large extrent
transportation or tourism. On the other hand, ultimate usens
and ultimate bearers of the expens€s may often differ, as is the
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case for education and health. In these cases, analysing the
way the uses are financed is very important. When transfers
rep€sent all, or the main part of, national expenditure in a
given field, this analysis is even mone crucial.
21.56. Analysing in detail who arc the users, consumens, investors,
or transfer recipients is thus an important part of what can be
done in a satellit,e account. Even if the aggrcgat,e under study
is called national expenditurc, the users in this context are the
units which actually acquire the goods or services (fior actual
final consumption, intermediat,e consupption or capital for-
mation) or receive specific transfers which are not intended to
finance these acquisitions of goods and services.
21.57. Finally, as we focus attention on one field, it is uscful to asso-
ciate non-monetary figures to the monetary ones. Non-mone-
tatry figures relate to producing units and factors of production
(abour, various kinds of assets) and usersfteneficiaries.
2L.58. ln short, a satellite account in a given field covers the analysis
of uses or benefits out of the national expenditure, production
and its factors, transfers and other ways of financing the uses,
both in value terms and, when relevant, in physical quantities.
2. Uses/nationaf expenditure
2t.59. The field of a given satellite account is essentially delineated
by defining the content of the various types of uses to be in-
cluded in the specific aggregates retevant to this field.
21.ffi. Täble 2l.l shows the components of national expenditure. It
is convenient in the first instance to define and measure the
uses of resident units. However, uses of resident units may be
financed partly by non-resident units. This part has to be de-
ducted in order to get a total that corresponds to the effort a na-
tion is making in a given field out of its own resources.
3. Components of uses/national expenditure
2l.6L The first step is to define the goods and services that are con-
sidered specific to this field. It is convenient to distinguish two
tyPes of specific goods and services in this context: character-
istic goods and services and connected goods and services.
The first category covers the products which are typical for the
field under study. We are interested in studying the way these
goods and services are produced, what kinds of producers are
involved, what kinds of labour and fixed capital they use and
the efficiency of the production process and, hence, of the al-
location of rqsources. For example, for health, characteristic
products are health services, public administration services,
education and R and D services in health.
21.62. The second category, connected goods and services, includes
products in whose uses we are interested because they are
clearly covered by the concept of expenditure in a given field,
without bing typical, either by nature or because they are
classified in broader categories of products. In health, for ex-
ample, transportation of patients may be considered con-
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nected services; also pharmaceutical products and othermed-
ical goods, such as glasses, are very often treated as connected
goods and services. For thesc eonnected goods and sewices,
we ane not prim"rily interested, when studying a given fiel4
in their conditions of production. If we wene, these products
would have to be treat€d as eharacteristic goods and sewices.
For example, pharmaceutical products might be considered
charactcristic in the account for health of a country at a first
stage of developing a domestic industry. The precisc bordcr-
linc between ctraracteristic and connected products depends
on the e@nomic organization in a given country and the pur-
posc of a satellit,e account.
21.63. Thc osonomic activities providing the two types of specific
productrs are treated differently in a satellitre account, as ex-
plained below.
21.&. Specific gqods and service generally appearat various levels
and/or in various headings of the product classification used
in the central framework. The headings in question are rc-
grouped and additional details are introduced in order to build
up the classification specific to a given satellite account. How-
ever, in order not to confl ict with the requirements of statistical
coordination, this specific classification remains strictly
linked to the central classification of reference.
21.65. Some services may appear in the specific classifications of
two or more satellite accounts. For instance, research in health
services in higher education institutions is a specific product
of both R and D and education and health.
21.66. Items I and 2 of the uses/expenditure table 2l.l relate to uses
of the specific goods and services. In this table, and in follow-
ing tables except table 21.5, characteristic products and con-
nected products are not shown separately. This has been done
only for the sake of simplification in the presentation of the ta-
bles. In actual satellite accounts it is necessary for analytical
purposes to show the uses of characteristic goods and services
and the uses of connected goods and services separately. Item
I is consumption of specific goods and services. It covers ac-
tual final consumption (defined as in the central framework)
and intermediate consumption. Market and non-market prd-
ucts are distinguished and, for the latter, individual and collec-
tive consumption. For the sake of simplicitn productrs for own
final use and other non-market products are not shown sepa-
rately in this chapter; they are both covered under non-market
products. Similarly, producers for own final use and other
non-market producers are both covered under non-market
producers. The amounts are the same as in the central frame-
work, unless the boundary of production is changed (for ex-
ample, by including voluntary work in education and health)
or a different type of valuation is adopted (see paragraph 2 1.75
below on consumption subsidies). Intermediate consumption
generally has a broader coverage than in the central frame-
work, as the output of the relevant ancillary activities is iden-
tified (while intra-establishment deliveries must be recorded).
As a consequence, it covers (actual) intermediate consump-
System of National Accounts
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Components of uses/national expenditure Total
1. Consumption of specific goods and services
1.1 Actual final consumption
1.1.1 Market products
1.1.2 Non-market products
1.1.2.1. lndividual
1.1.2.2. Collective
I .2 Intermediate consutnption
l.2.L Actual intermediate consutnption
1.2.2. Internal intermediate consumption
2. Capital formation in specific goods and services
3. Fixed capital formation of characteristic activities in non-specific products(*)
4. Specific current transfers (not counterpart of item l)
5. Specific capital transfers (not counterpart or item 2 or 3)
Total uses of resident units
6. Current uses of resident units financed by the rest of the world (less)
7. Capital uses of resident units financed by the rest of the world (less)
National expenditure
* And their acquisition less disposals of non-produced non-financial assets.
tion as defined in the central framework and internal interme-
diate consumption. In some cases, such as transport services,
the last component may be important in size. Sometimes, it
could be considered that this internal intermediate consump-
tion is treated as final consumption and added to actual final
consrrnption, as in the use of ancilltty education and health
services, thus broadening the scope of household actual final
consunption. Also the scope of consumption may be nar-
rowed, if the use of certain services is treated as fixed capital
formation in a satellite account instead of intermediate or final
consumption as in the central framework (see paragraphzl.6T
below).
21.67 . Item 2 of table 2l.l is capital formation in specific goods and
services. In an account for housing, for example, it covers
fixed capital formation in residential buildings. In R and D, ed-
ucation and health, item 2 is empty if the related services are
all included under consumption as in the central framework.
Of course, if all or part of these services werc treated as capital
formation in a satellite account, the coresponding uses would
appear under item 2.
21.68. In addition to fixed capital formation, item 2 may cover
changes in inventories. It may be so when specific goods are
involved. As far as specific services are concerned, changes in
inventories may relate to work-in-progress, for instance in
software or some tourism services such as input costs already
incurred in the preparation of tours not yet sold.
21.69. In an account for culture, acquisitions less disposals of valu-
ables, such as paintings, may be significant. In this case it is
also a component of item 2.
21.70. The definition of item 3, fixed capital formation of character-
istic activities in non-specific products and their acquisitions
less disposals of non-produced non-financial assets is a bit
more complex:
(a) It does not cover the total fixed capital formation of
these activities because that part consisting of specific
products is already included in item 2;
(b) Only the fixed capital formation of activities whose out-
put consists of characteristic goods and services is cov-
ered in item 3. (If the exclusion of capital formation of
activities whose output consists of connected goods and
services proves important, the products and activities in
question may have to be redefmed to be characteristic.);
(c) An analysis based on establishments may give a broader
Satellite analysis and accounts
coverage than normal because th"y may ooycr some
secondary activities;
(d) Item 3 includes acquisitions less disposals of non-pno-
duced non-financial assets, mainly land. The acquisi-
tion of land may be important in such casns as education,
health, üourism and housing.
2l.7L The fixed capital formation in itrem 3 may be studied using a
classification adapted tro a particular satellite account. For ex-
ample, if coruid"ring education or health, fixed capital forma-
tion in schools or hospitals could be further classified by
various kinds of educational structures, medical equipment
goods, etc.
21.72. The aPProach followed thus far when defining the content of
items I to 3 of table 2l.l is rclevant for most of the fields sat-
ellite accowtts may @ver. Amore delicate approach is n@es-
srx, however, for environmental protection. As alrcady
stated, in this field, only some goods, services and activities in
the usual sense may be considered characteristic and the rela-
tionship between products, activities and purposes is much
looser than in the other fields previously refened to. Environ-
mental protection expenditure is generally defined in terms of
objectives Pursued through actions orprogrammes related, for
instance, to waste disposal, preservation of air quality, protec-
tion of other natuml media, public administration in environ-
mental affairs, etc. However, classifications currently
proposed for environmental protection activities cover both
@onornic activities in the SNA and ISIC sense and functions.
In this context the definition of characteristic activities and of
items I to 3 necessitate a specific analysis.
21.73. Item 4-Sp"cific current transfers (not the counterpart of item
l) and item S-Specific capital transfers (not the counterpart
of items 2 or 3) are the most important components of national
expenditure in cases such as social protection or development
aid. In the examples mentioned above, items I and 2referonly
to the administrative costs, both current and capital, of the
agencies managing social protection or international aid. The
core of the expenditure consists of transfers.
21.74. In other fields, such as education and health, the major part of
transfers (most of them in kind) are means of financing the ac-
quisition by users of goods and services included in items I to
3. These transfers should not be counted twice in the expendi-
ture. However, some transfers or parts of transfers are not used
to counterbalance acquisition of products included in items I
to 3. For example, student grants may serve to finance various
outlays in addition to tuition fees or school books. This addi-
tional component of students grants is included under item 4.
21.15. In some situations, there may be subsidies designed to reduce
the prices paid by final consumers for certain goods or ser-
vices, such as food, transport services, or housing services.
Th"y are commonly called consunrption subsidies. In the cen-
tral framework, when these goods and services are considered
market products, they are included in final consumption at
497
purchascrs'prices. In a satellirc account there arc two options:
cithcr @runrmption (item l) is valucd differently from the cen-
tral framework in ordcr to includc the value of consurnption
subsidies or sonsumption is valued as it is in the central finme-
work and specific curent transfers (item 4) must includc son-
sumption subsidies. Subidies includcd in item 4 may also be
diroctod toward rcducing thc prices of intermediate consumF
tion. Iüem 4 may also includc other subsidie on production.
21.76. In each field a classification of specific hansfers has to be e-
tablished. As it is uscd for analysing both uses and financing,
this classification covers all specific transfers, independently
of whether th"y ane or are not counterparts of items I to 3.
21.77. firc total uses of resident urits are the sum of thc five compo-
nents aboye. It is sonvenient to distinguish between currcnt
and capital uscs financed by thc rest of the world, in order to
facilitate lateron the calculation of cuncnt and capital national
expenditure which is derived from the uses of resident units
by deducting that part which is financed by the rest of the
world by means of transfers or lending. National expenditure
is thus equal to total of resident units financed by resident
units. Total uses of resident units or national expenditurc may
in most cases be calculated either gross or net or both.
21.78. National expenditure, as defined above, does not include
transactions in financial instruments. However, for certain
types of analysis, such as development aid, loans which arc
given or received at preferential conditions must be accounted
for. Benefits or costs resulting from rates of interest lower than
the market ones are clearly implicit transfels.
21.79. Uses/national expenditure may be shown by type of products
and transfers or by type of purpose (programmes). The main
emphasis may be put on one or the other of these two alterna-
tives, or they might be used jointly, depending on the field cov-
ered or the aim of the analysis pursued. The appoach by
Programme is particularly relevant in the case of environmen-
tal protection or social protection.
21.80. Thble 21.2 indicates the usual coverage of national expendi-
ture in various fields. As explained above, not all items are rel-
evant in every case. Current uses of resident units include
components I and 4, capital uses components 2,3 andS. Cur-
rent national expenditure is equal to the sum of components I
and 4, less item 6. Capital national expenditure is equal to the
sum of components 2,3 and5, less item 7.
21.81. Some explanation of the table is needed. Collective consump-
tion for social protection and development aid refers to the
current costs of managing agencies in these fields. Specific
current transfers for tourism, transportation, housing and pos-
sibly education, health and culture cover subsidies on the rel-
evant products unless they are included under item l. In many
fields they refer also to transfers to international organiza-
tions. Since financing by the rest of the world depends on spe-
cific circttmstances, no crosses have been entered in table
21.2. For R and D, ä satellite account allows expenditurc to be
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heated either as colulumption or capital formation or both. In
certain cascs, other aggrcgates arc relevant and should be cal-
culated. For instancc, in the case of toruism, expenditure by
totuists, both resident and non-nesident, in thc domestic rnar-
lcet, is a significant aggregatre. It is obtained, starting from item
l, by deducting expenditure abroad by resident tourists (im-
Ports) and adding expenditure by non-resident touristrs in the
domestic market (exports).
4. Unn,/beneficiarier
21.82. For users or beneficiaries, the terminology used may differ
from one satellitc account to another. '[Jsets' is morp rclevant
to tourism or housing for example, *beneficiaries' to social
protection or dcvelopment aid, etc. In both cases, the tcrms
rcfer to who is using the gmds and services or benefiting from
the transfers involved.
21.83. At the most aggregated level, the classification of userslbene-
ficiaries is simply 
" 
rearangement of the central framework
classification of institutional sectors and types of producets,
in which production aspect and consumption aspect arc sepa-
rated. It may be as follows:
(a) Market producers;
(b) Non-market producers (producers for own final use;
and other non-market producers);
(c) Government as a collective consumer;
(d) Households as consumers;
(e) Rest of the world.
21.84. Various sub-categories of producers may be distinguished
under each main group, either by industry and/or by institu-
tional sub-sector in order to show explicitly the detailed links
with the central framework as well as for analytical purposes.
For actual consumption, general government is supposed to be
the final consumer of collective services produced by itself, on
behalf of society as a whole.
21.85. Households, even individuals, as consumers are the most im-
portant type of users/beneficiaries in many satellite accounts.
In order to be useful for social analysis and policy, a further
breakdown of households is necessary. In the first instance this
may be according to the various sub-sectors that are distin-
guished in the central framework or may use a more detailed
or especially adapted socio-economic classification. More-
over, various criteria may be used according to different pur-
Poss, such as size of incohe, äg€, sx, location, etc. For
analysis and policy-purposes, knowledge of the number of
people concerned in each category is essential in order to cal-
culate, for instance, the average consumption or transfer, the
number of people who benefit very little or not at all from na-
tional expenditure in the field under study, etc.
21.86. Cross-classifying components of national expenditure and
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types of useqfteneficiaries leads to table 21.3. Crosses indi-
catc cells which may bc filled in, if tclevant in a given field.
5. Financing
21.87. Users do not always bear the expenses themselves so that it is
necessary to analyse the financing units, i.e., the unitrs which
ultimately bear the expenses. For this purpose a classification
derived from the central framework classification of institu-
tional sectors, such as the following, räX be used:
(a) Market producers;
(b) NPISFIs;
(c) General government;
(4 Households;
(e) Financialenterprises;
A Rest of the world.
21.88. It can be seen from this list that non-market producers are
never considered ultimate financing units. All their costs, net
of any secondary sales and possible transfers, are covered by
their parent institutional units or by borrowed funds. Markpt
producers refer to all institutional sectors in their capacity as
producers for the market, as in the classification of useqften-
eficiaries. A separate category is introduced for financial en-
terprises covering financial corporations and, if any,
unincorporated financial enterprises. It refers only to their
function of providing other units with funds they gather
through financial intermediation.
2l .89. Table 21.4 cross-classifies components of national expendi-
ture and financing units.
21.90. The identification of the ultimate bearer of the expenses is not
always obvious. As the principle of the ultimate bearer of the
exPense is used in the central framework when attributing
consumption expenditure to institutional sectors, one might
think that it is a simple matter to apply the same solution here.
In fact, the problem is more complicated. First, we have to an-
alyse the financing of capital formation and transfers, not only
consumption. Secondly, we have to take into account financ-
ing through capital transfers and borrowing. Thirdly, some re-
finements are needed, even for expenses made out of
disposable income. In table zl.4,the following treatments are
used:
(a) Market producers finance their intermediate consump
tion through their sales. Self-financing of capital forma-
tion by owners of market unincorporated enterprises not
classified as quasi -corporations is considered financing
by the owners themselves out of their saving or sale of
assets. It is recorded in columns2,3 and 4 respectively,
whenever relevant;
(b\ Non-profit institutions serving households (NPISHs)
System of National Accounts
Table n3 National expenditure by components and by userVbeneficiaries
Users/benef iciaries
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Total
Government
Market l'lon-mafiet as collective
producers producels consumer
- r - - -
4 5
Rest
Households of the
as consumers wodd
Components of uses/
national expenditure
1. Consumption of specific
goods and services
l.l. Actual final consumption
l.l. 1 lvlarket products
1.1.2 Non-market products
1.1.2.1. Individual
1.1.2.2. Collective
1.2 Intermediate consumption
l.2.L Actual intermediate
consumption
1.2.2. Internal intermediate
consumption
2. Capital formation in
specific goods and services
3. Fixed capital formation of
characteristic activities in
non-specific products(*)
4. Specific current transfers
(not counterpart of item l)
5. Specific capital transfers
(not counterpart of items 2 or 3)
Total uses of resident units
6. Current uses of resident
units financed by the rest of
the world (less)
7. Capital uses of resident
units financed by the rest of
the world (less)
x
x
xx
xxx
xxx
xx
xx
xx
xX
National exnenditure
* And their acquisition less disposals of non-produced non-financial assets.
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Table n.4. National expenditure by components and financing units
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3
Gsneral
govsrnmEnt
4
Households
as
consumSrs
5 E
Rest
Financial of
enterprises the world
Components of uses/
national expenditure
l. Consqmption of specific
goods and services
l.l Actual final consumption
1.1. I Market products
1.1.2 Non-market products
1.1.2.1. Individual
1.1.2.2. Collective
1,2 Intermediate consumption
l.2.L Actual inter-mediate
consumption
1.2.2. Internal inter-mediate
consumption
2. Capital formation in
specific goods and services
3. Fixed capital formation of
characteristic activities in
non-specifi c products(*)
4. Sp"ific current transfers
(not counterpart of item l)
5. Specific capital transfers
(not courterpart of items 2 or 3)
Tbtal uses of resident units
6. Current uses of resident
units financed by the rest
of the world (less)
7. Capital uses of resident
units financed by the rest
of the world (less)
Market
Total producers ilPlSHs
- l - r -
xxxxxx
xxxx
xx
xxxxxx
xxxxxx
xxx
xxx
XXx
- - I -
-x
-x
xx
Nttt"*l ,rprrrdttll- 
.,
* And thcir acquisition lcss dispocals of non-poduced non-financial aoscts.
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are treatcd as ultimate financing units, not the house-
holds who pay contributions to them;
(c) In general, general government is treated as the ultimatc
financing unit, not the units which pay taxes to it. How-
ever, in certain cases, when specific taxes or fees treated
as taxes are levi"d by Government in rclation with spe-
cial conserns, such as environmental protection, it is
necessary for sake of a better analysis to consider that
the units paying these taxes are the ultimate financing
units, not Govemment. Social contributions represent
means of financing by horrseholds;
(d) Households arc considercd to be the financing units for all
expenses made or.rt of their income, except fa Eansfers in
ldnd received from the rest of thc world ard rpn-govem-
ment/hIPISHs s@tors. Components in lcind of compensa-
tion of employees and enhepreneurial income arc thus
financed by households themselves. Social contributions,
as part of compensation of employees, represent means of
financing by households. As indicated above (see para-
graphs 21.88 and 21.90 (a) above), households are the fi-
nancing units for all current costs, less any rwipüs, of their
non-market unincorporated enterprises, as well as for the
part of the capital formation of their market or non-market
unincorporated enterprise that they finance through their
saving or sale of assets;
(e) Incurrence of liabilities is treated as a source of financ-
ing expenditure. When the counterpart of this incur-
rence of liabilities is a direct acquisition of assets by
institutional units other than financial enterprises, the
corresponding financing is recorded in the relevant col-
umns I to 4 or 6. Acquisition of financial assets by finan-
cial enterprises through their intermediation function is
considered financing by these enterprises, not the units
that own the deposits, for example;
A Transfers in kind received from the rest of the world and
possibly non-government/NPlsHs sectors are treated as
means of financing by the rest of the world (ornon-gov-
ernmen{NPl SHs sectors).
21.91. In the table, actual final consumption of market products,
which is always a use of households, may be financed by gen-
eral govemment and NPISHs (transfers in kind), possibly the
rest of the world and market producers (transfers in kind), fi-
nancial enterprises (loans), or finalty households themsclves.
Individual consumption of non-market products is financed
by general government and NPISHS orhouseholds. Collective
consumption is exceptionally financed by households (see
paragraph 2 1 .94 below).
21.92. The financing of capital formation is complex. First take mar-
ket produoers-a case such as the building of a hotel by an un-
incorporated enterprise. If the govemment tries to encourage
tourism activities, therc may be a capital transferreceivable by
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the investor, or therc may be capital transfers from the rest of
the world. Asecond part may be finan""d by a loan made by 
"
banh for example. The residual represents self-financing by
the owner of the unincorporated enterprisc, through saving or
sale of assets. These three components will appear in row 3
and columns 3 (possibly 6),5 and 4 rmpectively. the problem
is simplest when market producers in a given field
vcry closely to a set of institutional units whose economic ac-
tivity is essentially a ctraract,eristic activity in this field. If big
corporations involved in a lot of different activities are con-
cerned, the problem is more difficult. At the limit, loans and
sclf-financing may in some cases have to be grouped together,
the total appearing as financed by market producers, either
now or in thc future, when repaying the loans. Repayments of
previous loans raise a general problem. It seems relevant in
most cases to consider only net loans (that is, new loans less
repayments of loans) linked to the financing of a given field as
financing provided by financial enterprises. Consequently,
self-financing covers present self-finance plus repayments of
previous loans.
21.93. When capital formation by government units is involved, the
analysis of the financing process may become even more com-
plex, as a government may cover its overall deficit by issuing
bonds, for example, which arc not intended to finance specific
programmes. However, especially in developing countries,
loans given by the rest of the world are often specifically di-
rected to identified investment programmes.
zl.g4.In table 2l.4,households appear as financing units under itern
4, that is, specific current transfers. This covers social contri-
butions which households pay to government or other sectors
out of compensation of employees. A detailed analysis of
households as beneficiaries of social benefits and households
as financing social protection through social contributions
makes it possible to analyse the redistributional effect of social
protection schemes. A part of social contributions covem cur-
rent cost and possibly capital outlays of social protection in-
stitutions; it appears on rows 1.1.2.2 and 3. When tax benefits
are estimated and included in social protection accounts in
item 4, households are at the same time beneficiaries and fi-
nancing units, as a redistribution process between various
types of households is involved.
21.95. In table 2l .4,financing units are the ultimate bearers of the ex-
penses. In more detailed analyses, transfers between initial, in-
termediary (if any) and ultimate financing units have to be
shown in order to build up a complete set of accounts for the
rclevant managing agencies (social protection schemes in the
case of social protection accounts).
21.96. The table shows first how rxles of resident units are financed.
In some cases the rest of the world may be a souree of finance
(by means of transfers or net lending). This appears in the rcl-
evant rows and the column for the rest of the world. In order
to get the financing of national expenditure, the corrcsponding
amounts are deducted in rows 6 and 7.
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21.97. National expenditure is thus equal to the total outlays of resi-
dent financing units in the field under study. This is identical
to total usns of resident units financed by residcnt turits. In ad-
dition, it may be useful to cross-classify the total uscs of resi-
dent units by type of users/beneficiaries (table 21.3)and type
of financing units (table 21.4).
6. Production and productt
21.98. In a saüellite account the main emphasis when looking at pro-
duction is on the analysis of characteristic activities and p1o-
ducers. As explained earlier, characteristic goods and services
are typical of the field understudy. The activities in which th"y
originat,e are called ctraracteristic activities, ard producers
which carry out a characteristic activity arc said to be charac-
teristic producers.
21.99. The way production units may be analysed in a satellite ac-
count has been dealt with in section B and is not repeated here.
In a given field a list of characteristic activities has to be estab-
lished. This list may include some activities which are also
considered characteristic of other fields. Characteristic pro-
ducers may be defined in various ways. Ideally, they are units
of homogeneous production belonging either to establish-
ments whose principal activity is a characteristic activity or to
establishments which carry out a characteristic activity only
as a s@ondary activity orto ancillary activities. Th"y may also
rcfer to an extension of the production boundary. For the sake
of convenience, establishments whose principal activity is a
characteristic activity may be covered totally, including their
non-characteristic secondary activities. Market and non-mar-
ket produceß are distinguished.
21.100. Production activity of characteristic producers is studied in
detail. This covers the production and generation of income
accounts, the analysis of output by kind of products and num-
ber of units produced, the destination of this output (consump-
tion, capital formation, exports) and the labour and fixed
assets used. As to labour, in addition to compensation of em-
ployees, which may be suMivided according to various cri-
teria (such as skill and sex), the numberof people employed is
shown in detail, again according to various criteria. Fixed cap-
ital formation is covered. Stocks of fixed assets in monetary
value and/or physical quantities (number of hospital beds, of
primary schools, etc.) are essential.
2l.l0L When relevant, the analysis of supply and use of specific
goods and services may be inserted in an input-output frame-
work. In that case, classifications of characteristic producers,
characteristic products and connected goods and services are
detailed, while classifications of other producers and products
are compacted.
21.102. Thble 21.5, which is a re-affangement of the supply and use
table of the central framework, tentatively suggests how such
a satellite analysis might be inserted in an input-output table.
In principle, units of homogeneous production are considered
503
for the characteristic activities. Characteristic pnoducens and
other proäucers ar€ scparated. Among charactcristic @uc-
e,rs, market producers @ver units of homogeneous production
belonging to principal producers (establishments whcc prin-
cipal activity is a characteristic activity), secondary producers
(establishments whose principal activity is not a characteristic
activity) and ancillary activities (whooc output and inputmust
be externali?€d) separately. The same distinction is made for
non-market produces; in addition, a column'Othes- unde,r
non-nnrket produsers rcfers to a possible extension ofthepro-
duction boundary. Ottret produccrs, from which sccondary
and ancillary activities characteristic of the field undcr study
have been excluded, aae grouped altogether (unless it is useful
to show the main pnoviders of intcrmdiate inputsorfixedcap
ital to ctraracteristic produccrs, or suppliers of certain con-
nected goods and services, separately).
21.103. As indicated above, for convenience, the establishments
whose principal activity is a characteristic activity may be in-
cluded in their totality. In this case the column for principal
producers would include establishments. The column for sec-
ondary producers, and of course ancillary activities, should
continue to refer to units of homogeneous production in order
to limit the degree of heterogeneity of the group of character-
istic producers. When second"ty and/or ancillary output of
characteristic products is not significant in size, it could be
treated as second"ry output of other producers.
2l.l04.. The supply of characteristic and connect"d products appears
in the rows. The sources are imports and domestic output. The
output coresponding to intra-establishment deliveries must
be included. If some secondary prducers are not included in
the relevant column for characteristic producers, their output
is shown in the column for other prrcducerc, where the output
of connected goods and services also appears. Other products
are grouped altogether (unless, again, it is useful to show some
detail).
21.105. In the lower part of the table, the use part of the production ac.
count and the generation of income account of producers is
shown. At the bottom, three rows show gross fixed capital for-
mation, stocks of fixed assets and labour inputs. In certain sat-
ellite accounts, a row for acquisitions less disposals of
valuables may also have to be shown (see paragraph 21.69
above). Final uses are depicted in the relevant columns with-
out any modification of presentation. Alternativeln the col-
umns can be rie-arranged and actual final consumption
presented first.
7. Full accounts lor characteristic producen
2l.lffi. When analysing a given field in a satellite account, it is gener-
ally worthwhile to establish complete accounts for character-
istic producers. However, complete accounts may be
established only for institutional units. This seeming impasse
can be surrnounted because in a given field many units of ho-
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mogeneous production or establishments belong to institu-
tional units whose principal productive activity is a character-
istic activity in the same field. ln order to extend the analysis,
all these institutional units may be regrouped in a sector of
charactedstic producem. Their accounts may be shown using
a simplified presentation, as shown in the example below (bal-
ance sheets may or may not be included):
Production and generation of income account
Intermediate consumption Output
-of characteristic activities -characteristic output
-of other activities -other output
Compensation of employees
-of characteristic activities
-of other activities
Täxes on production and
imports
Subsidies (-)
Consumption of fixed capital
Operating surplus, net
-of characteristic activities
-of other activities
Mixed income, net
-of characteristic activities
-of other activities
Other current accounts
Property income
Current taxes on income
wealth, etc.
Social contributions and
benefits
Other current transfers
Adjustment for the change
in net equity of households
in pension funds
Collective consumption
Saving, net
Accumulation accounls
Operating surplus
Mixed income
Property income
Social contributions and
benefits
Other current transfers
Gross fixed capital formation Saving, net
-of characteristic activities Capital transfers receivable
-of other activities Capital transfers payable (-)
Consumption of fixed
capital (-)
Changes in inventories
Acquisition less disposals of
valuables
Acquisition less disposals of
non-prcduced non-financial
assets
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Net acquisition of financial Net incurrence of liabilities
assets -for financing
characteristic . activities
-others
Other accumulation entries Other accumulation entries
Other changes in net worth
2l.l07. As satellite accounts are functionally oriented, the sector of
characteristic producers may also cover units which are char-
acteristic produoerc in the field under study but belong to in-
stitutional units whose principal activity is not in this field. To
balance the accounts, the operating surplus or mixed income,
if any, of these producing units is transfened as property in-
come to their parent institutional units. In the aecumulation ac-
counts, the capital formation of these producing units is
balanced by an equivalent capital transfer coming from their
parent institutional units.
21.108. In fields such as social protection where distributing transfers
is the main economic function involved, the production of ser-
vices playing only a marginal role, the analysis of units man-
aging the distribution and redistribution processes
predominates. It is then simpler to group together all current
accounts, the production part of them being simplifi"d by
showing administrative costs directly as uses and secondary
sales, if any, as resources. If social protection institutions act
as producers of health or welfare services and if a satellite ac-
count covers both production and redistribution functions, the
above presentation of accounts remains relevant. In both
cases, the analysis of transfers and their financing is given
great importance.
?l.lD. Transfers are analysed according to their nature (in cash, in
kind, subdivided in various ways) and the type of risks (sick-
ness, unemployment, etc.). A detailed classification of social
protection schemes is also used (basic, complementary orsup-
plementary schemes, subdivided between national, general,
special or voluntary schemes for instance).
8. llon-monetary data
2l.ll0. A satellite account allows for the linkage of physical data to
the monetary accounting system. In the central frameworkthis
kind of link remains generally implicit, being done only for
population and labour inputs where these figures are neces-
sary for calculating a number of per-person indicators such as
income or consumption and indicators of productivity. Such
physical data have been mentioned when goirtg through the
functionally oriented satellite account framework It is worth
recalling this kind of link here.
2l.lll. As output is studied in much more detail than in the central
framework, even when it includes a detailed supply and
use/input-output table, it is generally possible to show mean-
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ingful data on the number of unilsproduced or used: physician
consultations by kind of physician, hotel-nights of various
types, student years in various levels of education, etc. lhe
labour force may be presented in detail: number of people em-
ployed in various categories, according to skill and s6 num-
ber of hours worked or equivalent person yeals, number of
people in hainhg, etc. Data on existing assets in physical
terms are especially interesting in such fields as eclucation,
culture, health or housing. ln conjunction with labour force
data, th"y constitute well-known social indicators such as
number of teachers, of hospital bcds or of physicians per ten
thousand inhabitants.
2t.112. Another importarrt dimension of non-monetary data rcfers to
users/beneficiaries of the goods and services and recipients of
the transfers in question. Those data are especially meaningful
in the fields of social concern such as education, health and so-
cial protection. They require information that is generally less
developed than the ones on labour fbrce and assets mentioned
above. However, they are indispensable to assess the standard
of living of various parts of the population and to look in depth
at redistribution policy.
21.113. Physical data are not to be considered a secondar), part of a sat-
ellite account. They are essential components, both for the in-
formation they provide directly and in order to make the
monetary data fully meaningful.
9. Links with the central framework.
2l.ll4. The tentative framework presented in this section departs little
from the central framework standards. This resemblance
might be more apparent than real if the amounts related to the
various items arc different from the ones attached to the same
flows in the central framework-for example, where a satel-
lite account is established independently from the central ac-
counts themselves. Normally the assumption is that the same
items are represented by the same figures in the central frame-
work and in a functionally oriented satellite account.
2t.ll5. Many elements shown in a satellite account are invisible in the
central accounts. Either they are explicitly estimated in the
making of the central accounts, but they are merged for pre-
sentation in more aggregated figures, or they are only implicit
components of transactions which are estimated globally. For
each of the fields mentioned in paragraphzl.sl above, only a
small number of figures appear in the central accounts, even
when the latter are very detailed. Consequently the first role of
a functionally oriented satellite account is to make explicit the
implicit figures of the central framework.
21.!16. However, even in a satellite accounting framework as close to
the central framework as the one presented above, some de-
gree,s of freedom are introduced. In a number of cases, classi-
fications of economic activities, products and purposes have
to be adapted to the field under study. This is mostly a problem
of presentation. As the coverage of a given field sometimes ex-
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tends beyond the corresponding aggregated positions in the
central classifications (e.9, education and health, health and R
and D) or is widely diffuscd (e.9, tourism or envinonmental
protection), some ne-arrangement of the positions of the cen-
tral classifications has to be ma& when elaborating classifica-
tions for a given field. As a rule, all the links with the central
classifications must rcmain visible. As explained earlier, the
proposed classifications of userqfteneficiaries and financing
units follow this rule.
2l.ll7. Other degrees of freedom are used in this framework. For
instance, the output and input of thc relevant ancillary ac-
tivities are externalized, which is a difference with the cen-
tral framework. This element is always apparcnt in the list of
components of uses (see item 1.2.2 internal inüermediatre con-
sumption) and in the satellite supply and use table, table 21.5.
Thc concept of national expenditure is broader-it may in-
clude intermediate consumption and transfers-and nar-
rower-financing by the rest of the world is excluded-than
in the central framework.
2l.ll8. In addition, the framework introduoes a number of elements
which are not in the central framework as such, but do not con-
flict with it. Above all, this refers to the introduction of the con-
cepts of characteristic goods and services and connected
goods and services, the total of which constitute the specific
goods and services. The concept of characteristic producers is
also introduced. Also gross fixed capital formation and con-
sumption of fixed capital make the distinction between spe-
cific and non-specific products. Finally, physical data are
introduced.
2l.ll9. A satellite account may use elements which have no equiva-
lent in the central framework. Such elements have not been
shown when presenting the satellite accounting framework,
because they vary according to specific requircments of the
fields. Examples of such elements are classifications of dis-
eases (for consumption of health services and connected prd-
ucts) and of scientific disciplines (for R and D expenditures).
2l.l2}. The kind of satellite accounts studied in this section may also
have recourse to alternative concepts, as was touched upon.
The boundary of production could be changed in order to in-
clude housework and voluntary work (see the column'Oth-
ers" in the supply and use table), which would affect, for
example, education, health and social protection. All orpart of
R and D expenditures may be treated as gross fixed capital for-
mation instead of current outlays. The satellite accoturting
framework presented in this section as a general orientation
does not prevent the extension of some satellite accounts in the
directions mentioned in this paragraph. On the contrary these
additional dimensions represent valuable enrichments of the
analytical power of the national accounting approach.
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| 0. Ponpoctivc on tho fremowork
2l.t2l. The frameworkpresented in this section may coveran import-
ant number of fields, as already seen from the illushative list
in Paragraphzl .5 I aboye. This framework for functional anal-
yses may not fit all topics which one might like to study in con-
nection with central national accounting. However, the
508
general approach may give valuable inputs for other tlpes of
accounts. Specific parts of the ftrnctionally oriented satcllitc
framework may also be relevant in other sases, even in the
ontext of the central framework itself, such as the satellite
supply and usc table which is use4 with terminological aüust-
mentrs, for key activities and products.
sconomic accounting
and other votume changes of assets. These features of the SNA
facilitate the use of the System as a point of departurc for en-
vironmental accounting. However, several elements of the
SNA, particularly those in the account for other volume
changes, need to be broken down further and reclassified, and
othcr elementrs have to be added for the specific purposes of
environmental accounting.
21.126. In the SNA, only produced assets, including inventories, arc
explicitly taken into account in the calculation of net value
added. The cost of their trse is rcflected in intermediate con-
sumption and consumption of fixed capital. Non-@uced
natural assets-such as land, mineral resouroes and forests-
are included in the SNA asset boundary insofar as they are
under the effective control of institutional units. However, the
cost of their use is not explicitly accounted for in production
cost. This may either imply that the price of the products does
not reflect such cost or, if it does-as may be the case forsome
depletion cost-such cost is not separately identified but
lu-p"d together with other unidentified elements in the resid-
ual derivation of operating surplus.
2. Alternatiue apploacher to environmontsl sccounting
21.127, Most systems of environmental accounting now undcrdiscus-
sion broaden SNAconcepts of cost, capital formation and the
stock of capital by supplementing these with additional data
in physical terms in order to encompass environmental cost
and the use of natural assets in production, or by amending
them through the incorporation of these effects in monetary
terms. However, within this general orientation, the several
existing approaches differ considerably in terms of methodol-
ogy and environmental concerns addressed. The SEEA syn-
thesizes as far as possible the various approaches and
integrates them into one comprehensive approach.
21.128. There are now three main approaches to environmental ac-
counting, and they complement and overlap each other. The
first one, generally refened to as natural resouriee accounthg,
focuses on accounts in physical terms. The second approach,
which is linked to national accounts and is in monetary terms,
is generally called monetary satellite accounting. It identifies
the actual expenditures on envißonmental protection and deals
with the treatment of envircnmental cost to natual and other
assets caused by production activities in the calculation of net
D. Satellite system
l. Tho 3oope
for integrated enuironmental and
of onYironmental rccounting
21.122. In the prcvious section, envircnmental analysis was dealt with
as one of several topics that could be pursued as a frrnctionally
oriented sat,ellite accotrnt. In this section, envircnmental anal-
ysis is dealt with in the context of a broadened frameworkthat
amends several concepts of the SNAto respond to the growing
concerns of incorporating environmental criteria in economic
analysis.
21.123. This section deals with the general orientation, design, con-
cepts and classifications of integrated economic and environ-
mental satellite accounts. ln these accounts, SNA aggregates
are amended to treat natural resources as capital in the produc-
tion of goods and services, to record the cost of using-i.e.,
depleting and degrading-those resources and to record the
implicit transfers needed to account for the imputed cost and
capital items. The explanations are based to a large extent on
the system of environmental economic accounts (SEEA) that
is presented in the handbook Integrated Environrrtental and
Econontic Accountingr. The presentation below should be
considered as a description of the present state of the art of in-
tegrated @onomic and environmental accounting, which may
evolve over time as a result of continuing discussions.
21.124. The section is included to guide countries in responding effec-
tively to the current emphases in policy-making and analysis
on environmentally sound and sustainable economic growth
and development and to help national accountants in elaborat-
ing environmental satellite studies which take the national ac-
counts as a point of departurc. The section shows how
amended accounts could deal in a compatible manner with
@onomic and environmental concerns and thus make opera-
tional the concepüs of sustainable growth and development.
The satellite studies should respond effectively to the two
majordrawbacks of conventional national accounting that are
often mentioned: the neglect of new scarcities of natural rc-
sources which ttreaten the sustained productivity of the econ-
omy and the degradation of environmental quality and
consequential effects on human health and welfarc.
21.125. Insofar as consensus has been reached, rclevant parts of the
central framework of the SNAtake into account aspects of en-
vironmental accounting. In particular, many cost and capital
items of accounting for natural resources are identified sepa-
rately in the classifications and accounts dealing with stocks
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product. Monetary satellite accounting is generally more lim-
ited in coverage of environmental @noenrs than physical
r€source accounting. The third approach is a welfare-oriented
one. It deals with the environmental effects borne by individ-
uals and by producers other than the producerc causing these
effects. The latüer effects may often be much larger than the
cost causcd and do not affect net poduct but rathernet income
through transfers of environmental sen ices.
21.129. Of the three approaches, physical resource accounting is the
most advanced in terms of practical implementation. Experi-
ence with monetary satellit,e accounting is much more recent,
and nrany contr,oversies still suround this approach, particu-
larly with regard to valuation. The least corxlensus exists with
regard to the welfare approach to environmental accorurting.
Natural resource accounting in physical terms
21.130. Natural resource accounting focuses on physical asset bal-
ances-i.e., opening and closing stocks and changes
therein-of materials, energy and natural resources. Where
applicable (for selected pollutants), it may also include
changes in environmental quality of natural assets in terms of
environmental (qual ity) indices. Several examples, developed
by individual countries or sponsored by international organi-
zations, now exist. Also, the multipurpose Frameworkfor the
Development of Environ,nenr Sraristics, developed by the
United Nations, includes the environment statistics elements
from which the physical asset balances can be constructed, al-
though it does not include the balances themselves. The
SEEA, which shows the links between physical and monetary
accounts, includes natural resource accounts as a module.
Environmental accounts in monetary terms
21.131. Monetary environmental accounts in a restricted sense only
separately identify within the national accounts the actual ex-
pend[turqs on environmental protection. In some instances,
these expenditures are externalized by treating ancillary envi-
ronmental protection activities as separate establishments.
Monetary environmental accounts in this restricted sense
would also include the functional approach to environmental
accounting dealt with in the previous section.
21.132. Abroader interpretation of monetary environmental account-
ing may include the sort of environmental adjustments devel-
op"d in projects carried out in several resource-oriented
developing countries. In these studies, GDP is adjusted for se-
lected environmental costs, including the cost of oil depletion,
deforestation, depletion of fishstock and the cost of soil ero-
sion. While these studies are based on detailed anatyses in
physical terms, distinguishing between a variety of species of
timber, fish, and different types of soil based on geographical
location and agricultural use, the ultimate focus is on the ad-
justment of GDP. The studies do not deal with an explicit allo-
cation of the environmental adjustments between activity and
expenditure components of GDP.
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21.133. Acomprehensive approach to adjusting national accounts ag-
gregates is followed in case studies based on the systrem of en-
vironmental @onomic accounts, which wetc carried out in
two developing countries, and in another approach, using a
SAlvt, prepared for a developed country. The comprehensive
accounting approaches take the SNA as a point of &parture
and thrn stay very close to the analytical orientation of eco-
nomic analysis. At the same time, they emphasizc the import-
ancc of recordirg physical flows and stoclcs in support of thc
monetary environmental economic analysis. The SEEA does
not distinguish between dcpletion and degradation, but rather
between qtrantitative and qualitative use of natual assets. In
the first casc reference is made to the usc of environmental
goods and in the second case to the use of envir',onmental ser-
vices. In order to be as closc as possible to the concepts and
tsrminology usd in the SNA, it has been assumed in this sec-
tion that depletion approximately coincides with the quantita-
tive use and degradation with the qualitative use of natural
assets. Even though the distinction between depletion and
degradation is made, it should be understood that economic
activities may result in depletion and degradation at the same
time.
21.134. The comprehensive accounting approaches allocate the envi-
rorunental impacts of depletion and degradation to the sepa-
rate economic activities causing these environmental impacts
and to expenditure components reflecting the immediate ef-
fects coffesponding to quantitative and qualitative changes in
natural assets. The SEEAand the case studies mainly consider
the effects on production analysis, identifying the environ-
mental cost of depletion and degradation caused by different
economic activities and showing the corresponding effects on
natural and other assets. The SEEA furthermore introduoes an
enlarged concept of capital accumulation, which not only al-
lows incorporation of depletion and degradation effects but
also the transfer of natural resources to economic uses. The en-
vironmental SAM-based study mentioned earlier, in addition,
considers the effects of present and past degradation borne in
a concept of environmentally adjusted national income.
Welfare and similar approaches
21.135. One welfare approach, instead of dealing with the cost caused
by production activities and their effects on capital used in
production, focuses on the environmental impacts of cost
borne or, in a broader sense, on well-being. The approach con-
siders the frec environmental services provided by nature to
producers and consumers and the subsequent damage borne
by them. The environmental services provided free and the
damage borne are implicitly considered as transfers by and to
nature, which increase or decrease environmentally adjusted
net national income.
21.136. Another approach is based on the concept of environmental
sustainability standards and on estimating the necessary
avoidance or restoration costs to meet these standards. The ap-
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proach does not deal with the immediate environmental im-
pacts of production during the present accounting period, but
rather with those impacts incurred over an unspecified length
of time. The approach suggests that the cost should be charged
to those industries that are able to absorb such cost given the
Price of their products; these are not necessarily the industries
which caused the degradation in the first place.
3. General lramswork of enyironmental rccountr
and the SilA
21.137. Table2L6 shows SNAconcepts together with the alternative
conc.epts used in environmental accorurts. Forpurposes of ex-
planation, a generalizdand simplified version of the SEEAis
used to present environmental accounts. The usc of the SEEA
framework to present environmental accounting and the rela-
tionship to the SNA is convenient as the SEEAwas develop"d
in immediate relationship to the SNA so that its concepts and
classifications are more closely linked to those of the SNA
than is the case for any other environmental accounting sys-
tem. Nevertheless, format, concepts and classifications of the
SEEA should be considered as work-in-progress, as many of
its elements continue to be discussed among national and en-
vironmental accountants.
21.138 As will be shown in the description of the SEEA framework
below, environmental cost and capital elements included can
be interpreted in physical terms as well as in monetary terms.
However, in view of the controversial issues surrounding val-
uation of environmental cost and capital, much caution should
be exercised in the use of these elements in monetary terms
and in the coresponding derivation of environmentally ad-
justed aggreg tes. This does not reduce the usefulness of en-
vironmental accounting, however, as the approaches to
environmental accounting described above have shown that
analysis in physical terms is as useful as envinonmental ac-
counting in monetary termS, s long as the analysis is carried
out in the context of a welldefined framework of satellite ac-
counts.
SNA framework
21.139. The flow and stock items of the SNA are shown in the shaded
area of table 21.6. The columns of the table related to flows are
a column (1) forproduction, covering output (P), intermediate
consumption (Ci), consumption of fixed capital (CFC) and net
domestic product (NDP); a column (2) for the rest of the
world, which includes exports (X) minus imports (M) and a
column (3) for final consumption (C). The rows of the table
referring to the SNA flows are a row (ii) for supply, including
output and imports; a row (iii) for economic us{es, including
elements for intermediate consumption, exports, final con-
sumption and gross capital formation (Ig); a row (iv) for cFc
il4 finally, a row (v) for NDR which presents the elements
that define the national accounts identity between NDP and
the expenditure categories. The SNA column (4) for asset bal-
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ances of produced assets includes the opening and closing
stoclcs of produced assets (Kop.o & Klp.ec) and the elements
explaining the change between the two, i.e., net capital forma-
tion (I- Ig - CFC), holding gain{losses on produced assets
(Revp.ec) and other changes in volume of produced assets
(Volp.ec).
2l.l40. The asset balances in the SNAarrea cor'er all economic assetrs,
and therefore include the assets covered by column (5) for
non-produced natural assets. The elements of this column,
however, do not figure in the calculation of NDPas all changes
in non-produced natural assets between opening and closing
stoclcs (Konp.." & Klnp..c) ans 'explainedo in the SNA as
holding gains/losscs (Revnp.ec) and as othcr changes in vol-
ume of assets (Volry.ec).
The SNA framework extended to environmental accounts
2l.l4l. The non-shaded areas of table 21.6 include the additional ele-
ments that are needed to supplement the SNA concepts with
data in physical terms on environmental cost and capital, or
amend the SNA concepts by valuing the physical data and in-
corporating the values in environmentally adjusted concepts
of cost and capital. There are two types of additional elements.
The first group is included in an additional column (6) which
records the effects of @onomic activities on non-produced
natural assets such as air, water and virgin forests that arc not
included as economic assets in the SNA. The second group of
elements is included in two additional rows (vi-vii) that in-
clude elements for the use of non-produced natural assets by
depletion and degradation, and for other accumulation of non-
produced natural assets, which covers the transfer of natural
assets to and between economic uses. The SEEA elements in
the additional column (6) and rows (vi) and (vii) can be inter-
preted in physical as well as monetary terms. Another row
(viii) is included to derive an environmentally adjusted net do-
mestic product (EDP) and other environmentally adjusted
concepts. This row is only relevant in the cascof monetary en-
vironmental accounting when additional SEEA elementrs are
specified in value terms.
21.142. In row (vi) related to the use of non-produced natural assets,
an additional element (Us9np) has been included in the column
for production. This reflects the use of non-produced natural
assets in production; it is the sum of the counterpart items in
columns (5) and (6) representing, respectiveln the use of non-
produced natural assets that are economic assets in the SNA
sense (-Usenp..") and the degradation of other natural assets
that are not economic assets (-Usenp.enr). The use of non-pro-
duced economic assets (-Us%p.u") include the depletion of
minerals, the extraction of timber from forpsts that ar€ sso-
nomic assets and the effects on productivity of those forests
and agricultural land of soil erosion, acid rain, etc. The deteri-
orating effects of air pollution on buildings and shuctures and
the effects of soil erosion on roads and other degrading effects
on produced assets are not included as they arc assumed to be
Satellite analysis and accounts
Tabfe 21.6. Basic structure of the SEEA
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rcflected in CFC. The use of natural assets that arc not e's(>
nomic assets (-Usenp..n") covers the non-sustainable extrac-
tion of fishstock from ooearui and rivers, extraction of
firewood and lumber from tropical and other virgin forests or
hunting of animals living in the wild and also the effects of
emission of residuals on the quality of air, water, fishstocks,
wild forestrs, and the effects of other @onomic activities (rec-
reation, agriculturc, transport, etc.) on e'co-systrems and spe-
cies habitat.
21.143. Other accumulation in row (vii) records in physical or mone-
W terms the transfer of natural asscts to economic uses as a
change in the stock of non-produced @onomic assets (Inp.ud.
The counterpart of this increase in economic assets is the re-
duction of natural assets other than economic assetrs (-Inp.on").
Irp.." would include the transfer of land to economic uses, the
net additions to proven mineral reserves, the sonvenion of
wild forests to timber tracts or agricultural land, and the con-
version of fishstocks to economic control. If deterioration
takes place at the same time that natural assets are incorporated
as economic assets, the deterioration is not recorded in the
other accumulation row, but is included as part of uses of nat-
ural resources. If this deterioration takes place before the
transfer, it is recorded as the use of an asset in the environment
(-Usenp.enu), and if deterioration takas place after, it is re-
corded as uses of natural resources that are economic assets (-
Userro.u").
2t .144 As the elements of row (vi) for use (i.e., depletion or degrada-
tion) ofnon-produced natural assets, and row (vii) forotherac-
cumulation are included in the SNA in other volume changes,
the content of other volume changes is reduced in the SEEA
as compared with the SNA.
21.145. If the additional SEEAelements are valued in monetary terms,
the incorporation of the use of non-produced natural assets
(Use'p) as additional cost in the column for production results
in an EDR presented in row (viii), which is lower than NDP.
The elements in row (vii) for other accumulation do not affect
EDP. If the additional SEEA elements are expressed in physi-
cal terms, row (viii) is not relevant; in that case the additional
information in rows (vi) and (vii) is only used to supplement
NDP with information on environmental cost caused by eco-
nomic activities.
21.146. Corresponding to the monetary valuation of the additional
SEEA elements, on the expenditure side a new concept called
net accumulation is introduced in the SEEAto rcplace net cap-
ital formation in the SNA. It is presented in row (viii), sepa-
rately for produced assets (Ap.ec), non-produced economic
assets (Anp.u") and other natural assets (-Anp..ny). For pro-
duced assets, it is the same as net capital formation (i.e., Ap.u.
== I). For non-produced economic assets, it reflects the net ef-
fects of negative depletion and degradation and positive addi-
tions of natural assets that are transferred to economic uses
(i.e., Anp."" '= -Usenp.ec * Irrp.e.). For natural assets other than
economic assets, it could be considered as the economib val-
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uation of the impact of economic activities on the environment
and it is the sum of negative depletion and degradation effects
(-Usenp.en") and negative effects of incorporating natural as-
sets as economic assets (i.e., -Anp..ny = -Usenp.env-Inp.enn).
If no monetary valuation is used, the additional elements (i.e.,
-Usenp.ec, Inp.es, -Usenp.env and Inp.unu) would supplement
the SNA information on investments in produced assets (I)
with information in physical terms on changes in natural non-
produced assets that together with investments (t) support the
generation of esonomic activities.
21.147. If net accumulation rcplaces net capital formation when the
additional SEEA elements are valued in monetry terms, the
national accounts identity between NDP and final expendi-
tures changes. In the SNAthis identitn as rcflected in row (v)
of table 21.6, is:
N D P : C + I + ( X _ M ) .
If net capital accumulation in economic assets (Ap.." * \p."")
replaces net capital formation (I), the identity as reflected in
row (viii) becomes:
EDP - C + (Ap.ec + Anp.ec) - Anp.un" + (X - M).
In order to maintain the identity, the negative element for the
economic counterpart of changes in natural assets other than
economic assets (-\p.rnv) is added. This implies that expen-
ditures and, in particular, net capital accumulation of eco-
nomic assets are only partly derived from net product of
economic activities reflected in EDP; an important part of the
expenditures may reflect the transfer of environmental assetrs
and/or their services to economic activities. This can be shown
more clearly by re-arranging the terms in the above EDP iden-
tity as follows:
EDP + Anp.env - Q + (Ap.ec * Anp.ec) * (X - M).
4. Detailr on cnyironmental amendmonts to SltA
framework, concepts and clasrificationr
21.148. In the overview of the environmental accounting frameworks
above and in the presentation of table 21.6, several new con-
cepts wene introduced. This section specifies these concepts
morc precisely, explains why they were introduced and pres-
ents alternatives us€d in the SEEA and other environmental
accounting approaches. Wherc necessary, reference is made to
the rows and columns of table 21.6.
Alternative frameworks for environmental ccounts
21.149. Alternative accounting approaches described earlier are re-
flected in different versions of the SEEA. For instance,
resource accounting focuses mainly on recording information
reflected in the asset balances of non-produced natural assets
included in columns (5) and (6) of table 21.6, without explic-
itty entering into the counterpart cost calculations included in
column (l). One of the approaches to monetary accounting
Satellite analysis and accounts
mentioncd above, on thc other hand, focuses on the calcula-
tion of EDP as record€d in column (l), mainly taking into ac-
count depletion conoenu. All othcr apprwches cover the same
gtound as the SEEA, though their formats may differ. The
SAl\,|-basod study used a matrix prcsentation of the SEEA
frameworkof supply and use and asset balances of table 21.6.
The welfare approaches fall outside the franrcworlq as they
deal with environmentally adjusted nationel income, which
rcflects bansfers in kind of frw environmental services re-
ceived and darnage incurrd (transfen paid).
Asset boundary and classification
21. 150. fire most important amendment inboduced into envitronmen-
tal accotutting as compared with the SNA is tho cxtension of
the asset boundary. ln the SNA, natural asscts are included
only if they provide economic benefits to the owner, a clurac-
teristic that manifests itself through being controlled by an in-
stitutional unit. This often means explicit ownership, subject
to government legislation in the case of natural forests, and/or
availability of a market price. These assets are referred to in
the SNAas economic assets. In the SEEA, the asset boundary
is defined to be much wider. It includes in principle all natural
assets; some may directly participate in production activities
while others may be affected by environmental impacts of
@onomic activities. (The SEEA does not include human cap-
ital.) The SNA asset boundary only includes economic assets
as dealt with in columns (4) and (5) of table 21.6. The SEEA
asset boundary comprises all natural assets including those
that are @onomic assets and-are covercd in columns (4) and
(5) and other natural assets that are rcpresented by column (6)
of the table. The SEEA, however, does not distinguish be-
tween natural assets that are economic assets and those that are
not, focusing on environmental impacts inespective of partic-
ular institutional arangements of ownership and control.
2l.l5l. The main headings of the classification of natural assets in the
SNAand the SEEAare presented in table 2l.7,where they are
related to each other. The two classifications are compatible,
as they were developed in close coordination with each other.
However, as the SNA includes a lesser number of natural as-
sß, their detail and structure differ. Nevertheless, the SNA
classification of natural assets can be used as a point of depar-
ture to arrive at the extended coverage and classification of
natural assets in the SEEA.
21.152. Thble 21.7 shows that some asset categories in the SNA and
the SEEA are identical, some others are closely related but
have a different coverage and still others are not included'in
the SNA but are included in the SEEA. The asset categories
that have identical coverage are cultivated assets such as or-
chards and plantations, which are treated as fixed assets, and
work-in-Progress on cultivated assets including agricultural
croPs and livestock, which are treated as inventories in both
systems. Also, the subsoil assets category is identical in both
classifications. The coverage is based on the definition of
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Proven tcsowcs: 
'the estimated guantities at a specific datc,
which analysis of geological engineering data demonsbate,
with reasonable ccrtainty, to be rccoverable in the future from
known ncservoirs under the economic and operational condi-
tions at the same date-. The coverage of subsoil assets implied
by this definition is the satne as that implied by the definition
of economic asscts in the SNA. Orr the other exheme, air is in-
cluded in the SEEAbecause it is affected by economic activi-
tics, but it i^s not includcd at all in the SNAas il does not satisfy
the SNAcritcria of eonomic assets.
21.153. All othercatcgories of non-produced natural assets, which are
similar in tho two systems but have differcnt cover:age fall be-
twoen thcsc two exhremes. Land in the SNA includcs associ-
atcd watcr surfaces such as lakcs and rivers, which are
generally associatcd with recreational land, and in some in-
stences also groundwater. .{.s the SEEA deals with the effects
of economic activities on the quality of water in rivers and
lake.s and on the quantity and quality of available groundwa-
ter, it excludes these categories from land and includes them
as subcategories under the category of water. Consequentln
the category of water in the SEEA is much broader than the
SNA category AI{.214 Water resources; the SEEA category
includes (not shown in the table) sub-categories for ground-
water, water of lakes, rivers, etc., coastal water, and ocean
water. The SNA category is mainly restricted to aquifers that
are controlled by human activities. On the other hand, in the
SEEA land includes the eco-systems, which are not explicitly
included as economic assets in SNA analysis, but which are
aspects of land that are very important for environmental anal-
ysis as they deal with such effects as soil erosion and the ef-
fects of acid rain on the quality of forests and land in general.
The coverage of non-cultivated biological resources in the
SNA and wild biota in the SEEA is also different. Non-culti-
vated biological resources in the SNA would generally include
forests, fishstocks and animal herds in the wild that arc conholled
by human activities. In the SEEA wild biota would, in principle,
include all forests (including vrgin forests), all fishstocks and all
animal herds whether th"y are conbolled by human activities or
not, as all can be affected by human activities.
21.154. The classification of natural assets such as that in the SEEA,
which is presented in table 21.7 , is needed in environmental
accounting in order to fully cover depletion, degradation, and
other accumulation i.e., transfer of natural assets to economic
activities. It is applicable whether physical units or monetary
values are used in the elaboration of environmental accounts.
A more restricted coverage may be selected if the analysis is
limited to environmental impacts that only affect specific nat-
ural assets. For instance, some studies have dealt only with oil
exploitation, deforestation, depletion of fishstocks and land
erosion. On the other hand, the case studies based on the SEEA
mentioned earlier dealt with a wider range of natural assets
and the environmental impacts on them, including groundwa-
ter depletion and air and water pollution. Of course, morc se-
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Tabfe n.7. Classification f natural assets in the SNA and the SEEA
SNA
Al.I.1
AtI.l l
AtI.lll4
Al.I.12
Al.l.l22l
AN.2
ANI.2I
AI{.211
AtI.2l2
AN.213
AN.214
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SEEA
Produced assets
Fixed dlssets
Cultivated assets
Inventories
Work-in-progress on
cultivated assets
Non-produced assets
Tangible non-p roduc ed assees Tangible non-produc ed assefs
Land, including associated surface water [ind, including ecosystems
Subsoil assets Subsoil assets
Non-cultivated biological resources Wild biota
Water resources Water
Air
lective environmental accounting could focus on only those
natural assets that are economic assets; in that case the natural
asset boundary would be the same as that of the SNA. One ver-
sion of the SEEA in monetary values, which applies a market
valuation approach deals explicitly with this case.
Environmental cost
21.155. The SEEA identifies two types of envirorunental cost. The
first is the imputed cost for degradation and depletion. The
second is the actual cost incurred in the form of environmental
protection expenses. The content and classification of both
types are dealt with below.
Use of non-produced natural assets
21.156. The use of non-produced natural assets is introduced as an ad-
ditional cost in the SEEAwhen extending the SNAto environ-
mental accounting. The additional cost elements are shown as
the use of natural resources in row (vi) in table 21.6. They rep-
resent depletion and degradation in physical terms-e.g.
quantity of minerals extracted, quantity of timber cut, volume
of solid, liquid or gaseous wastes generated-or alternatively,
monetary allowances for depletion and degradation.
21.157 . Before discussing the treatment of depletion and degradation,
the reader should be reminded in this context that there is less
consensus with regard to monetary approaches to environ-
mental accounting than environmental accounting in physical
terms, in view of difficulties of valuation. Within the monetary
approaches, there is more consensus with regard to amend-
ment of SNA concepts for depletion than degradation. The
main reason for the latter is that depletion allowances already
have found their way lnto commercial accounting practices
and are thus implicitly reflected in the market prices of de-
pleted assets. Commercial accounting practicas generally
have not been developed for externalities and consequently
there is less consensus on this further amendment of the SNA
in monetary environmental accounting. Equally in monetary
environmental accounting, there is also less consensus with
regard to the coverage of the concept of capital accumulation
to replace the capital formation concept in environmentally
sustainable growth analysis.
2 1 . I 5 S. Depletion and degradation of economic assets are recorded in
the SNA in monetary terms in the items of other accumulation
entries presented in the top panel of table 21.8. Th"y refer to
parts (which are separate building blocks in the SEEA) of SNA
items K.3 Economic appearance of non-produced assets and
K.62 Other economic disappearance of non-produced assets,
and with regard to depletion, to the entire SNA item K.6l De-
pletion of natural assets. The extent to which these uses of nat-
ural economic assets-in particular, the degradation and
quality effects included in items K.3 and K.62-are recorded
in the SNA, depends on whether market prices of the assets
identify these uses and whether they can be separated from
other price changes in the assets. Uses of natural assets that are
not economic assets are not recorded in the SNA. If the deple-
tion and degradation elementrs included in row (vi) of table 21.6
are in physical terms, the values included in the SNAelements of
other volume changes mentioned, should be eliminated in envi-
ronmental accounting and replaced in row (vt) by the physical
units in which depletion and degradation are expressed.
Satellite analysis and accounts
21.159. The depletion of natural asscts included in row (vi) of table
21.6 @vens mainly depletion of economic assets. The r€.a5x)n
is that whcn an assct is being depleted to a major extent it
would most probably satisfy either one or mor€ of the SNA cri-
leria sonserning the asset boundary mentioned above-i.e.,
marlcet priccs would most probably develop, ownership
would be enforced and consequently the asset might be con-
sidered as being controll"d by human activities.
2l.l@. Depletion, however, is not restricted to economic assets only.
It may also include depletion of uncontrolled forests in some
cowttries for the Purpose of fircwood collection; the firewood
is oftcn not sold nor ownership of the forcsts enforced. The
same may aPply to uncontrolled depletion of fishstocks. Also,
lumber extraction associated with uncontnolled land clearance
to acquirc land for agriculture or urban settlements would lead
to depletion of non-produced assetrs that are not economic as-
sets at the time the land clearance takes place. In all these in-
stances the assets may not be considered as economic assets
in the SNA sense as the exploitation of the assets is uncon-
trolled; even though exploitation may be on a large scale,
those assets still would be dealt with as other natural assets. In
those instances a depletion allowance is calculated in the
SEEA, except if the depletion in the case of wild biota is within
the bounds of natural growth and the depleted assets would be
naturally replaced.
2l.16l If expressed in monetary terms, the depletion allowances
could be considered as payments for the extraction of non-pro-
duced assets (such as miRerals) which are in stock either as
@onomic assets or as natural assets outside the economic
asset boundary. Depletion of non-produced natural assets is,
therefore, considered in the SEEAas cost and at the same time
treated as negative changes in inventories. Alternatively, it
may be treated neither as cost nor output. The latter treatment
is thought to be more appropriate by some as this treatment
would result in an output value for extraction industries which
would only include value of the extraction activity without in-
cluding the value of the mineral being extracted.
21.162. If monetary valuations are applied to stock changes in eco-
nomic assets, such as mineral reserves and timber tracts which
are under human control, the SNA rules on changes in inven-
tories apPly. Any change in the value of minerals extracted
during the accounting period is reflected in changes in inven-
tories of non-produced assets, in the same way as holding
gains and losses of produced goods. On the other hand, if the
stock changes are in natural assets other than economic assets,
such as fishstock in the ocean or timber in wild forests, no price
changes will be reflected in changes in inventories in the SNA
because natural assets other than economic assets are not val-
ued in the SNA.
21.163. When depletion of non-produced economic assets such as
minerals takes place, the mineral deposits are first transferred
to economic uses (in row (vii) of table 21.6) before the use of
non-produced natural assets is recorded. When natural assets
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that arc not economic assets are depleted, such as catching of
fish from rivers, lakes and oceans or collection of firewood
ftom virgin forestrs, it is assumed that transfer to economic
usles and depletion trrke place at the same time; the assets are
incorporated as economic assets only for the amount of deple-
tion and degradation at the moment of exhaction or han'est-
ing.
2l.l€/.. D"grad"tion effects in physical or monetary tcrms are in-
cluded as additional cost elements in physical or monetary
tetms, no matter whether these affect natural assets that are
economic assets such as land undercultivation and conholled
forcsts or other natural asscts such as virgin forcstrs, waüer, air
and land other than cultivated land. The effects of degradation
may include the delerioration of natural assetrs as a result of
their use as a *sink' for residues or as a consequenoe of other
degrading activities, such as rccreational uslss. the detcriora-
tion of produced assets due to degradation is assumed to be re-
flected in consumption of fixed capital (CFC) which is already
accounted for in the SNA.
21.165. Degradation effects in table 21.6 have all been included as a
cost of production in physical values or monetary terms in
item Us%p in column ( I ). The justification for trcating the dis-
posal selwices of the environment as a cost of production is
based on a number of specific treatments that arc adopted in
the SEEA.
21.1ffi. One convention of the SEEA concerns environmental degra-
dation related to final demand. Environmental degradation by
households of land, water and air through the use of fossil
fuels, generation of garbage and asi a consequence of recre,a-
tional activities is treated in the SEEA asi a eost of internal
household production activities, which for this purpose arc
treated as part of an extended production boundary. Environ-
mental degradation caused by fixed assets abandoned in the
environment at the end of their useful economic life is allo-
cated as cost of degradation to the producens owning those
fixed assets. Both adjustments reduce EDP as compared to
NDP in monetary environmental accounting.
21.t67. Another convention of the SEEA rclates to environmental
degradation "imported from" or "exported to" neighbouring
countries. The net external degradation effect incurred by the
country, resulting from the two flows, is treated in the SEEA
as a further environmental cost element. An alternative
method found, for example, in the SAM-based environmental
study mentioned earlier, is to treat this net external environ-
mental impact as the provision of free environmental disposal
services to the rest of the world, which would only be deducted
in the derivation of environmentally adjusted net (national) in-
come aggregates. ln this approach the net exports of environ-
mental disposal services would be treated in a manner similar
to the treatment in the central fmmework of the SNAof net im-
ports of labour services, which are not deducted to arrive at
NDP but taken into account in the derivation of national in-
come.
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Tabfe n& (hher accumulation entries of the SNA related to use of non-
produced natural assets
Code Description
Entries related to use
K.61 Depletion of natural assets
Quality changes of land due to changes in
@onomic uses (e.9., due to
restntcturing)(+,-;
K.62 part Degradation of land (soil, landscape,
ecosystems) due to economic uses, except
discharge of residuals (-)
K.62 part Degradation of non-produced natural
assets due to discharge of residuals (-)
K.62 part Restoration of the quality of
non-produced natural assets (+)
Additional entries rehted to accutnulation
Gross additions (less other rcductions) to
the level of exploitable subsoil resources
(*,-)
K.3 part Transfers of other natural assets to
@onomic activity 1+,-;
K.12.22 part Changes in classification of natural assets
due to economic activities (e.9., change of
economic use, +, -)
Entries not rehted to accu,,ntlation
K.5 Natural growth of non-cultivated
biological resources
K.7 Catastrophic losses
K.8 Uncompensated seizures
K.9 Other volume changes in non-financial
assets n.e.c.
K.l2 part Changes in classifications and structure
(excluding K.12.22)
Environnrc ntal prote ction experses
21.168. In addition to the disposal services provided by the environ-
ment "free of charge" in the case of degradation, actual ex-
penses are incurred to avoid environmental degradation or
eliminate the effects after degradation takes place. Increas-
ingly, enterprises explicitly produce such services on a com-
mercial basis. In many instancs, however, the services arg
produced as the ancillary activities.
21.169. the scope of environmental protection seruices is defined in
table 21.9, which identifies the specific ISIC categories that
are related to environmental protection activities. ISIC, how-
ever, does not include sufficient detail for the analysis of envi-
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ronmental protection and, therefore, a further tentative break-
down is proposed in the SEEA. Additional categories are in-
cluded in the table and indicated with asterislcs. Morc
comprehensive classifications of environmental protection
expenditures arc being developed by international organiza-
tions and furttrer modifications of the brcakdown in table 21.9
may result.
2l.l70. Environmental protection expenses made in the context of an-
cillary activities carried out by producers arc externalized in
one version of the SEEA, in the same manner as this was done
in the functionally oriented satellite approach described in
section C. The ancillary activities are treated as separate estab
lishments with an identifiable output and intermediate costs,
the externalization of ancillary environmental activities is
done in order to measure and evaluate more comprehersively
the efforts that have actually been made to combat environ-
mental degradation and its effects. In terms of table 21.6 this
would be reflected in a further breakdown of the production
activities in column (l), identifying environmental protection
services, and recording output and subsequent use of environ-
mental protection products separately in the rows of supply (i)
and economic use (ii). As a result, total output and intermedi-
ate consumption of the producers which carry out environ-
mental protection activities as ancillary activities are adjusted
upwards as compared with the SNA; NDR however, is not af-
fected by this treatment.
2l.l7l. In general, the SEEAonly considens those envinonmental protec-
tion expenses which arc in immediate response to the effects
caused by production. It excludes environmental protection ex-
penditures responding to other environmental effects. Th"y
would only be considered in welfarc approaches which are not
further elaborated in the SEEA. This is the reason why household
expenses for environmental protection ate not considered; ttr"y
respond to impacts bome by households. They arc dealt with in
the SEEA in the salne manner as in the SNA.
21.172. An exception is made for environmental protection services
produced as ancill"ry activitie.s by government, which are in-
cluded in the SNAas part of non-market output. They are iden-
tified in the SEEA as separate establishments. Their output is
treated as government consumption if the govemment cleans
up the effects of its own pollution, or alternatively as capital
formation if such activity is interpreted as helping producers
to remove the effects of degradation caused by them. This
treatment applies to government environmental protection ac-
tivities such as cleaning of lakes and rivers; restoring land pol-
luted by industry, affected by mining operations and affected
by military activities; etc., independently of whethertheactiv-
itie"s are aimed at eliminating the effectrs of degradation caused
by others or by the government itself.
Net capital accumulation
2l.l73.In the context of monetary environmental accounting, the
SEEA introduces a capital accumulation concept as an alter-
K.3 part
K.62 part
K.3 part
K.62 part
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native to capital formation in the sNA. capital formation in
the SNA includcs changes in the stock of produced asscts usod
in production that are caused by economic decisions. C-apital
accumulation in the SEEAincludes not only capital formation
but also changes in non-produced natural assets that arc ex-
plicitly used in production which are thus also related to eco-
nomic decisions. Such changes include the reductions in the
capital stockas a result of dcpletion and degradation shown in
the top panel of table 21.8, and in addition, the incorporation
of natural assetrs as economic assets and the transfer of nattral
assets between economic uses as a result of economic deci-
sions taken in connection with production activitie.
21.174. The middle of table 2t.8 identifies additional entrie: addi-
tions minus rcductions in the level of subsoil resoruces (part
of K.3 minus Part of K.62), trarrsfer of ottrer natural assets,
such as forests, to economic activities (also part of K.3) and
classification changes due to economic decisions (part of
K.l2). The last item covem changes such as in the use of land
(forexamPle, between agricultural land and land for urban and
rural settlements).
21.175. The otheraccumulation entries not included in the SEEAcon-
cept of capital accumulation are in the lower panel of table
21.8. Catastrophic losses due to events such as wars and natu-
ral disasters are not included in the concept of net capital ac-
cumulation unless they are caused in connection with
productive activities; as they are not related to economic deci-
sions, they remain with other accumulation entries in the
lower part of the table. Nor is natural growth of non-cultivated
biological resources included in net capital accumulation.
Valuation
21.176. For purposes of monetary accounting, valuation of the addi-
tional SEEA elements in column (6) and rows (vi) and (vii) of
tablee2l.6 is needed, the environmentally adjusted elements in
row (viii) of the table become relevant only in this case.
21.177. While recognizing that valuation of environmental cost and
capital is still a controversial issue, the SEEA deals in some
detail with valuation principles. Three atternative valuation
methods are distinguished: market prices, maintenance cost
and contingent valuation. In the SEEAprices on the market are
the central valuation and the principles of market valuation are
the same as in the SNA. Th"y are applied to stocks of non-pro-
duced natural assets that are economic assets in the SNA, to
changes therein as a result of uses of natural assets, and also to
the depletion of natural assets that are not economic assets,
such as the extraction of fish from the oceans and firewood
from virgin forests.
21.178. Even though market valuation is the same in the SNA as it is
in the SEEA, it has been more extensively elaborated in the
SEEA insofar as natural resources are concerned. In the con-
text of discussing amendments to the SNAto arrjve at environ-
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menüal accounts, it is worthwhilc highlighting a numbcr of sc-
lectcd aspectrs of the market valuation.
21.179. lvlarket values are used in the SNA and the SEEA to value
stocks of economic non-prcducod natural assetrs. lhe valua-
tion of depletion and degradation of natural assets that at€ eco-
nomic assctrs in the SNA using priccs on the market is
consistent with the valuation of the stoclß of thc correspond-
ing non-produced (natual) economic assets in both systerns.
The only differsnce between the SNA and the SEEA is that the
use of non-produced nattual economic assetrs is recorded in the
SNAas other volume changes, while in the SEEAthe cost of
depletion and d"grad"tion is nefleted in capital accumulation
and deducted in the derivation of EDP.
21.180. Opening and closing stocks of othernon-produced natural as-
sets that are not economic assets in the SNAare not valued in
monetary terms in either system; they are recorded in the
SEEA, but only in physical terms. Nor is degradation of air
and water valued in either system, as thase arie uses of non-pro-
duced natural assets that arc not economic assets. However,
while the SNA excludes, the SEEA includes in its market val-
uation all uses of natural assets that are not economic assets.
For instance, the depletion of fish stocks from the ocean or ex-
traction of firewood from virgin forests as the fish and firc-
wood have a market value. This implies that the item
-Us%p.env in column (6) of table 2l.6has limited coverage in
the monetary version of the SEEA, as it includes only deple-
tion of natural assets that are not economic assets, but not deg-
radation
2I.18 l. In valuing the changes in the stock of non-produced assets at
monetary terms, two valuation methods are utilized in prac-
tice, mainly in the context of depletion. One is the so-called
net rent approach. It values the units extracted on the basis of
the difference between output and all costs-including labour
costs and a nornal profit margin-incurrcd as a result of de-
pletion. The other is the so-called user cost approach, which
values the units extracted on the basis of only a part of net rcnt,
i.e., that part which if reinvested would generate a permanent
income stream equal to the loss of income generation capacity
through depletion.
21.182. Since the cost of depletion is more often reflected in prices
than the cost of degradation, the SNA and the market valu-
ation version of the SEEA incorporate depletion cost more
fully than they do degradation. Insofar as the market recog-
nizes the cost of degradation when specifying different
prices for degraded natural assets such as contaminated
land, the degradation cost is treated as other volume
changes in the SNA. As it may be difficult in practice to
separate these changes in the quality of assets due to deg-
radation from price changes, SNA accounting may not at-
tempt such separation. However, the SEEA-given its
different analytical focus-identifies these quality changes in
assets separately, deducting this value in principle from value
added generated and capital accumulation.
System of National Accounts
Tabh Zl.t.
Code Category
37 Recycling
Sewage and refirse disposal, sanitation and
similar activities
90.1* Collection, transport, treaünent and
diSposal of waste
9Q.2* Collection and heafinent of wasüe
water
90.3* Cleaning of exhaust gases
90.4* Noise abatement
90.5* Other environmental proüection
services n.e.c.
90.6* Sanitation and similar services
*hoposed SEEA breakdotvn.
21.183. The two other valuations used in the SEEA, i.e., mainte-
nance cost and contingency valuation, are only applied to
uses and not to stocks of non-produced natural resources.
The uses that are valued in this manner include uses of nat-
ural resources that are economic assets in the SNA sense as
well as uses of other natural resources, such as contamina-
tion of air and water and depletion of fish stocks in the
ocean. fire maintenance valuation in these instances is
based on the cost which would have been necessary to
maintain natural assets at their level prior to depletion or
degradation. The contingency valuation is based on the
willingness-to-pay principle. It is used in the SEEA to
value the environmental cost borne by households, which
is deducted in the derivation of one of the alternatives of
EDP. This differs from some other approaches, which de-
duct this cost outside the frameworkof table 2l.6in the der-
ivetion of environmentally adjusted national income
instead of EDP.
zl.ltF'. Use of other than market valuation leads to a nurnber of val-
uation inconsistencies within the SEEA. To some extent
these reflect potential disequilibria resulting from the use
of prices that do not recognize environmental cost. One of
these inconsistencies has been identified explicitly in the
SEEA. It is the discrepancy caused by incompatibilities be-
tween the market valuation of opening and closing stocks
of non-produced natural assets that ate economic assets in
the SNAsense and the valuation of the corresponding flows
which include the non-market valuation of uses of these as-
gcts and other natural assets that are not economic assets,
in terrns of maintenance and contingency cost. the valua-
tiondiscrepancy could be interpreted as the quality changes
of all natural assets that are not taken into account in the
market valuation of economic assets. The discrepancy will
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be less the better the quality changes in the assets due to deg-
radation are reflected in sub-items of K.62covering negative
effects of degradation of land and other non-produced eco-
nomic assets, as well as the positive effects due to restoration
activities (seet able2l . 8 ).
21.185. Another inconsistency concenrs the compatibility between
the valuation of output that is based on market cost and the
valuation of inputs that include not only economic uses but
also environmental uses that are not taken into account in
the valuation of output. Vlhether this incompatibility is im-
portant depends on whether some of the assumptions im-
plicit in the SEEA treatment are realistic. fire first
assumption is that the additional environmental costs that
are imputed would not affect the prices of output of the
products concerned if these costs were explicitly taken into
account in the prices charged to the purchaser. In the case
of degradation, there is a further assumption that if restora-
tion activities were actually carried out, the resources
needed would be available in sufficient supply and would
not compete with the resources available for the production
of other goods and services. Based on these assumptions,
additional expenditures imputed to account for the cost of
depletion and degradation, therefore, reduce value added
and EDP to the full extent without taking into account any
effects resulting from changes in prices of output and inter-
mediate inputs.
21.186. The two assumptions are probably morg realistic for deple-
tion than for degradation. Producers of minerals and other
products of depletable reseryes, when calculating their
profits and the part they would have to reserye in order to
secure future income streams, häy already have taken the
depletion allowance into account. Incorporation in envi-
ronmental accounts of such allowances would thus merely
adjust net value added of the production in question to a
more realistic level. However, even in case of pollution
many corporations may have made allowances in their
costs for possible liability for environmental contamina-
tion.
Note
I The present discussion istased on United Nations, "Inte-
grated environmental and economic accounting (an interim
report)", (New York, 1992). This report has subsequently
been issued as a United Nations publication, Sales No.
E.93.XVU.12.lt was prePared by the United Nations Sta-
tistical Division with the assistance of a consultant and in
close coordination with the SNA.
Two digit lSlC categories ürat identify
environmontal protection services
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Annexl
Changes from the 1968 System of National Accounts
A. lntroduction
l. The System of National Accounts 1993 (1993 SNA), re-
tains the basic theoretical framework of its predecessor, I
,System of National Accounts (1968 SNA). However, in
line with the mandate of the United Nations Statistical
Commission, it contains clarifications and justifications of
the concepts presented, it is harmonized with other related
statistical systems and it introduces a number of features
that reflect new analytical and policy concerns of countries
and international or ganizations.
2. The classifications and concepts of the central framework
are internally more closely linked up with each other and
more fully harmonizedexternally with standards of related
statistical systems than in the 1968 SNA. It more fully in-
tegrates production, income, capital and financial accounts
and balance sheets, and in doing so, it draws upon the
guidelines given in separate United Nations manuals on
balance sheets and reconciliation accounts (Series M,
No.60), oo tangible assets (Series M, No.68), on income
distribution (Series M, No.6l) and on constant prices (Se-
ries M, No.64). Furthermore, the new System describes in
detail the links between the SNA and the related statistical
system on balance of payments prepared by the Interna-
tional Monetary Fund (IMF). Particular attention has been
given to the delineation of the production boundary with
regard to coverage of own-account production of goods
and services. Also, more precise criteria have been estab-
lished for the delineation and coverage of the financial sec-
tor and identification and classification of financial instru-
ments in light of the many innovations in this field in recent
years due to financial deregulation. The central framework
retains input-output tables as an integral part of the System
particularly as the basis for balancing supply and demand.
It includes a detailed breakdown of the household sector by
sub-sectors including all accounts which facilitate the links
between SNA and social accounting matrices (SAMs). The
System also describes and incorporates population and orn-
ployment data. The System pays special attention to the
conceptual implications of some of the structural features
of economies in transition.
3. There are two important elements of flexibility built into
the System. The first concerns the flexible use of classifi-
cations, which is based on a hierarchical structure of clas-
sifications of transactors, transactions and assets that per-
mits adaptation of data detail to data availability and other
specific circumstances of different countries. This flexible
use of classifications, which is further developed in one of
the chapters, does not change the concepts of the central
framework. The second element of flexibility, which is de-
scribed in chapter XXI, extends the System to so-called sat-
ellite accounts that use product and income concepts that
are alternative to those ofthe central framework. A descrip-
tion of satellite accounts relating to the environment pro-
vides a notable example of this kind of flexibility.
4. These changes in the general features of the System are in
addition to a number of specific changes in the 1993 SNA
as compared to the 1968 SNA, which are grouped together
below in nine sections (B.l to 8.9). The descriptions given
only highlight the main differences between the two Sys-
tems while refraining from exhaustive comparison of defi-
nitions. The discussion of all changes contains cross-refer-
ences to the corresponding chapters and tables.
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B. SNA revisions
1. Revision of the accounting structure
and new balancing i tems
Part i t ioning and further integration of the accounts and
balance sheets, and creation of new balancing i tems
Reference: chapter II, paragraphs 2.97 to2.l51
5. In the 1993 SNA the overall sequence of accounts of insti-
tutional units and sectors is now subdivided into current ac-
counts, accumulation accounts and balance sheets. Thus,
the accounting structure of the System integrates the bal-
ance sheets as an additional group. The 1968 SNA did not
specify balance sheets in detail; they were developed later
in a separate publication (United Nations, lv{/60).
6. The 1993 SNA partitions the production account of the
1968 SNA into two accounts: a production account, where
the balancing item is "value added" (8. I ), and a generation
of income account, with "operating surplus/mixed in-
come" (8.218.3) as the balancing item. The generation of
income account has been moved to the next group of ac-
counts, i.e., distribution and use of income accounts.
7. The group of distribution and use of income accounts ofthe
1993 SNA includes the income and outlay account of the
1968 SNA together with the generation of income account,
which was previously included as part of the production ac-
count. This second group of accounts is divided into the
following accounts: (a) generation of income account, with
"operating surplus/mixed income" (8.2[8.3) as the bal-
ancing item; (b) allocation of primary income account,
with "balance of primary incomes" (8.5) as the balancing
item; (c) secondary distribution of income account, with('disposable income" (8.6) as the balancing item; (d) redis-
tribution of income in kind account, with "adjusted dispos-
:: li ::'."ffi : ill1t'l'1 lll ru:äi ;:T ;T.lf ,ä ;:I.
8. The 1993 SNA divides the capital finance account of the
1968 SNA in order to separate the acquisition of non-finan-
cial assets from the acquisition of financial assets and in-
currence of liabilities. The two resulting accounts are (a)
the capital account, with o'net lending/borrowing" (B.9) as
the balancing item; and (b) the financial account also with
"net lending/borrowing" (8.9) as the balancing item. An
additional entry called "changes in net worth due to saving
and capital transfers" (B.l0.l) is identified on the right-
hand side of the capital account.
9. In the 1993 SNA the reconciliation account of the 1968
SNA has been integrated into a new set of accumulation ac-
counts which cover all changes between two successive
balance sheets. Two new accounts are introduced: (a) the
other changes in volume of assets account, with "changes
in net worth due to other changes in volume of assets"
(B.l 0.2) as the balancing item; and (b) the revaluation ac-
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count, with "changes in net worth due to nominal holding
gains/losses" (8.10.3) as the balancing item. The latter ac-
count is further broken down into two sub-accounts in or-
der to separate real holding gains/losses in both financial
and non-financial assets/liabilities from neutral holding
gains/losses that are merely proportionate to changes in the
general price level. Consequently, the 1993 SNA incorpo-
rates a new balancing item, "changes in net worth" (8.10),
which includes three sub-elements: (a) changes in net
worth due to saving and capital transfers (8.10.t); (b)
change s in net worth due to other changes in volume of as-
sets (8.10.2) and (c) changes in net worth due to nominal
holding gains/losses (B. I 0.3).
Inüoduction of production accounts for all sectors and
cross-classification f value added by activities and insti-
tutional sectors
Reference: chapter II, paragraph 2.210; chapter VI,
paragraphs 6.1 to 6.3; chapter XV, paragraphs 15.105
to I  5. 109
10. The 1993 SNA includes production accounts for all institu-
tional sectors in addition to production accounts for the es-
tablishment-based industries of the 1968 SNA. In order to
link these two types of production accounts, the 1993 SNA
recommends a cross-classification output, intermediate
consumption, gross value added and its components by
type of sector and industry. It doe s not use the terminology
"dual sectoring" sometimes used in connection with the
1968 SNA.
Introduction of a new concept, called "mixed income",
for u nincorporated enterprises
Reference: chapter VII, paragraphs 7.81 to 7.87
I 1. The 1993 SNA introduces a distinction, not made in the
1968 SNA, between the operating surplus of certain unin-
corporated enterprises owned by households and the oper-
ating surplus of other enterprises. For this purpose, it intro-
duces a new name for the net operating surplus arising from
the productive activities of unincorporated enterprises
owned by households (except for the surplus arising from
the production of housing services for own consumption by
owner occupiers). The new category is called mixed in-
come (8.3) because it usually reflects remuneration for
work done by the owner of the enterprise as well as a return
to entrepreneurshiP.
Introduction of balance of primary incomes and gross
national income (GNl l concepts
Reference: chapter II, paragraphs 2.1 16 and 2.1811'
chapter VII, paragraphs 7.1 and 7 .2 and 7 .13 to 7 .16
12. The 1993 SNA introduces a new concept called balance of
primary incomes (8.5), which is the sector equivalent of
changes from the 1968 system of National Accounts
national income and is the balancing item of the allocation
of primary income account. The balance of primary in-
comes results from the distribution of value added to labour
(compensation of employees), capital (property income)
and government (tu<es, less subsidies, on production and
imports) and operating surplus and mixed income. The sum
of the balance of primary incomes across sectors is GNI
(8.5*), which is the new term for what was called gross na-
tional product (GNP) in the 1953 SNA.
2. Further specifications of statistical units, revisions in the
sectoring and introduction of multiple sub-sectoring
Definit ions of inst i tut ional units and establ ishments
Reference: chapter II, paragraphs 2.19 to 2.21
and2.43 to 2.45; chapter IV, paragraphs 4.1 to 4.5;
chapter V, paragraphs 5.21to 5 .24; chapter VII,
paragraphs 7 .ll8 to 7 .l2l; chapter XV , paragraphs
1 5 .  l 3  t o  1 5 . 1 9
13. The lgg3 SNA defines an institutional unit as an economic
entity that is capable in its own right of owning assets, in-
curring liabilities and engaging in economic activities and
in transactions with other units. Corporations providing an-
cillary-type services to a parent corporation are merged
with the parent corporation into one single institutional
unit. Also included in the corporate sectors as separate in-
stitutional units are quasi-corporations-i.e., unincorpo-
rated enterprises owned by households, government or
non-resident units that behave like corporations and have
complete sets of accounts, including information on with-
drawals of entrepreneurial income analogous to the pay-
ments of dividends in the case of a corporation. In the 1993
SNA, the family of enterprises is not used as a statistical
unit. The 1968 SNA did not include explicit definitions for
institutional units but made reference to one criterion-
availability of complete accounts. It did not make reference
to the requirement that information on withdrawals of en-
trepreneurial income had to be available.
14. The 1993 SNA introduces a distinction between an analyti-
cal unit and an observable unit in the production accounts
in the supply and use and input-output tables. The estab-
lishment is defined by reference to one activity and one lo-
cation as in the 1968 SNA, but for practical reasons and
harmonization with the International Standard Industrial
Classification (ISIC) Rev. 3, the 1993 SNA recognizes an
observable unit version of the establishment, which, in ad-
dition to its main activity , ffi&y also have one or more sec-
ondary activities. The analytical unit (unit of homogeneous
production) is used in the construction of the input-output
table.
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Explicit definition ofstatistical unit and gross output in
agriculture
Reference: chapter VI, paragraphs 6.103 to 6.107
15. The 1993 SNA recommends that in agriculture the statisti-
cal unit and the definition of output should be the same as
for other market producers. The establishment in agricul-
tural activities refers to the individual agricultural holding.
As in the case of other activities, the output includes trans-
actions between agricultural holdings but excludes prod-
ucts for intermediate consumption within the same agricul-
tural holding. (Statistical information in agriculture is
often not available in this form, and it may be necessary to
use either the "gross-gross" measurement of output, which
includes products used for intermediate consumption in the
same agricultural holding, or the concept of the "national
farm", in which agricultural products used either in the
same or other agricultural holdings are entirely omitted.)
The 1968 SNA did not deal explicitly with the definition of
statistical unit and gross output in agriculture.
Introduction of three sub-sectors for non-f inancial and
financial corporations, i .e.,  publ ic, national private, and
foreign control led
Reference: chapter IV, paragraphs 4.71 to 4.76
and 4.84
16. The 1993 SNA recommends identifying the following sub-
sectors for the non-financial and financial corporation sec-
tors: public corporations, national private corporations and
foreign controlled corporations.
17. A public corporation is one controlled by the government.
The government may exercise control by owning more
than 50 per cent of the equity or by other means such as spe-
cial legislation or decree even if it holds less than 50 per
cent of the equity. An enterprise is also regarded as a public
corporation if it is subject to control by another public cor-
poration.
18. Foreign-controlled enterprises are defined as enterprises
subject to control by non-residents. Foreign enterprises in
which non-resident investment is less than 50 per cent may
be included or excluded by individual countries according
to their qualitative assessment of foreign control. Foreign-
controlled corporations include those direct investment en-
terprises that are subsidiaries and branches, as defined in
the draft fifth edition of the IMF Balance of Payments
Manual (BPM) and in the Organisation for Economic Co-
operation and Development (OECD) Detailed Bench-
mark Definition of Foreign Direct Investment.
19" The 1968 SNA terms "corporate enterprises" and "quasi-
corporate enterprises" have been shortened to "corpora-
tions" and "quasi-corporations" in the 1993 SNA. In sub-
sectoring non-financial and financial corporate and quasi-
corporate enterprises, the 1968 SNA distinguished be-
tween public and private enterprises but did not distinguish
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between resident enterprises that are subject to foreign con-
trol and those that are not.
New definit ion f the f inancial sector to include financial
auxil iaries and exclude holding companies that control
mainly non-financial subsidiaries
Reference: chapter IV, paragraphs 4.79 to 4.81,4.96,
and 4.1 00
20. The 1993 SNA has enlarged the 1968 SNA financial sector
to include, in addition to financial corporations that incur
financial liabilities and acquire financial assets on their
orltn account, auxiliaries engaged primarily in activities
that facilitate financial intermediation or provide financial
services without placing themselves at risk.
21. The 1993 SNA recommends that holding companie s
should be assigned to the institutional sector in which the
main activity of the group of subsidiaries is concentrated.
Consequently, although holding companies often play a
primarily financial role, they should be classified as finan-
cial corporations only when the preponderant activity of
the group of corporations they control is financial.
Revised sub-sectoring ofthe financial corporate sector to
reflect new developments in financial corporations,
ma rkets and instruments
Reference: chapter IV, paragraphs 4.83 to 4.98;
chapter XI, paragraphs I 1.56 and 11.57
22.The 1993 SNA sub-sectors financial corporations as fol-
lows: (a) central bank (S.l2l); (b) other depository cor-
porations (S .122); (c) other financial intermediaries ex-
cept insurance corporations and pension funds (S.123);
(d) financial auxiliaries (S .0$; and (e) insurance cor-
porations and pension funds (S.125). However, due to
the substantial variations among countries in defining
money, the 1993 SNA does not include a definition of
money but provides a classification of financial corpo-
rations and instruments compatible with national
money definitions. Thus, the sub-sector "Other deposi-
tory corporations" has been established to include all fi-
nancial corporations except the central bank whose
principal activity is financial intermediation and which
have liabilities in the form of deposits or other financial
instruments that are close substitutes for deposits and
which are included in measures of money broadly de-
fined. Where the distinction between narrow and broad
money concepts is important, countries are encouraged
to disaggregate this sub-sector between "Deposit
money corporations (S.1221)", which have any liabili-
ties in the form of deposits (narrow money), and "Other
depository corporations (S. I 222)", which have liabili-
ties in the form of deposits that are not readily transfer-
able or in the form of financial instruments (such as
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short-term certificates of deposit) which are close sub-
stitutes for deposits and which are included in measures
of money broadly defined. The 1968 SNA used the con-
cept of narrow money as the classification principle for
financial sub-sectors and thus included in "other finan-
cial corporations" many financial corporations that had
liabilities in the form of broad money instruments.
23. Since the word "bank" has a specific legal connotation in
some countries that is different from the new interpretation
in the System, the 1993 SNA has changed two 1968 SNA
related terms as follows: "depository corporation" is used
instead of "bank" and "financial intermediation services"
instead of "banking services".
Separate identification ofunincorporated financial enter-
prises as distinctfrom quasi-corporate financial enter-
prises
Reference: chapter IV, paragraph 4.82
24.The lgg3 SNA has eliminated the I 968 SNA convention
that treated all financial unincorporated enterprises as
quasi-corporations. In the 1993 SNA, financial unincorpo-
rated enterprises owned by households, such as individuals
engaged in financial intermediation or in services auxiliary
to financial intermediation , areclassified in the households
sector.
25.lnline with the above, the lgg3 SNA treats money lenders
who incur liabilities to mobilize funds as financial interme-
diaries included in the households ector and their output is
measured the same way as that of other financial interme-
diaries. Money lenders who make loans from their own re-
sources are also considered producers of financial services
provided their services can be measured. Money lenders
were not explicitly referred to in the 1968 SNA.
Classification f government employee pension schemes'
in the financial sector
Reference: chapter IV, paragraph 4.98
26.The lgg3 SNA, like the 1968 SNA, classifies pension
funds invested entirely with the employer as part ofthe em-
ployer's sector, rather than placing them with insurance
corporations and pension funds in the financial corpora-
tions sector. An exception has been made for government
employee pension funds that are separate institutional
units; they are classified in the financial corporations sec-
tor, even if most oftheir funds are invested in government
securities for reasons of prudence, whether by legal re-
quirement or by choice. The rationale is that investment of
govemment employee pension funds with the employer
does not indicate the degree of employer control that in-
vesünent of private employee pension funds with an em-
ployer does.
Changes from the 1968 System ofNational Accounts
Alternative methods of sub-sectoring for general
government
Reference: chapter IV, paragraph 4.131
27.The 1993 SNA recommends with equal priority two ways
for sub-sectoring general govemment: include social secu-
rity funds as part of each level ofgovernment at which they
operate (central government security funds (s.l 3212),
state government security funds (5.13222) and local gov-
ernment security funds (s.13232), or as a sub-sector
(S.1314) separate from the operations of all levels of gov-
ernment. The 1968 SNA recommended onlythe latterclas-
sification, i.e., social security funds were shown as a sepa-
rate sub-sector.
Inclusion of an additional sub-sector for state government
Reference: chapter IV, paragraphs 4.123 to 4.127
28. The 1993 SNA introduces tate government (S.l 3lz) as an
additional evel of government between central (S.l3l l)
and local (S. l3 13) government. This breakdown is only to
be applied in those countries where it is meaningful.
Presentation ofconsolidated public sector accounts in
supplementary tables
Reference: chapter XIX, paragraphs I 9.37 to 19.42
29. The 1993 sNA recommends, for supplementary analysis,
consolidated presentations of the public sector, covering
general government and non-financial public corporations
in a manner consistent with GFS.
Revised sub-sectoring ofhouseholds based on type of in-
come and introduction of the distinction between formal
and informal production activit ies
Reference: chapter IV, paragraphs 4.153 to 4.162;
annex to chapter IV; chapter XIX, par4graphs 19.9
to  19 . I3
30. The 1993 SNA recommends ub-sectoring the households
sector on the basis of the nature of the household's largest
source of income (employers' mixed incomes, own-ac-
count workers' mixed incomes, compensation of employ-
ees, property and transfer incomes). Thus, households are
allocated to sub-sectors depending on which of the four
categories of income is the largest for the household as a
whole, even if it does not always account for more than half
of total household income. Consequently, the following
sub-sectors are distinguished: (a) employers (S.lal); (b)
own-account workers (S. ß2); (c) employees (S. I a3); and
(d) recipients of property and transfer income (S. 144). The
1993 SNA also suggests ub-sectoring households on the
basis of other criteria of an economic, socio-economic or
geographical nature. It should be noted that since the 1993
SNA introduces the full set of accounts (ihcluding produc-
tion accounts) for the household sector and its sub-sectors,
it allows analysis of the distributional effects of income
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generation and distribution. The 1968 SNA recommendcd
a similar socio-economic breakdown for the household
sector but did not carry it through in all accounts and tables.
31. Unlike the 1968 SNA, the 1993 SNA recognizes that the
distinction between formal and informal sectors of the
economy is particularly important for many developing
countries. The International Conference of Labour Statis-
ticians has developed criteria for the identification of those
production units of the households ector which make up
the informal sector as "informal own-account enterprises"
or o'enterprises of informal employers". It is recognized,
howevero that depending on national circumstances, Gof-
tain production units of the households ector may fall out-
side the distinction between formal and informal sectors
(i.e., units exclusively engaged in agricultural activities,
the production of goods for own final use, or the production
of services for own final consumption by employing paid
domestic workers.
3. Further specifications of the scope of transactions
including the production boundary
Further specification f the production boundary for
household production a ctivities
Reference: chapter VI, 6.14 to 6.29; chapter XXI,
paragraphs 21.19 and 21.40
32. The production boundary in the 1993 SNA is only slightly
different from the one in the 1968 SNA. In defining the pro-
duction boundary, the 1993 SNA draws on the distinction
between goods and services. It includes the production of
all goods within the production boundary, and the produc-
tion of all services except personal and domestic services
produced for own final consumption within households
(other than the services of owner occupiers and those pro-
duced by employing paid domestic staff).
33. With regard to own-account production of goods by house-
holds, the 1993 SNA has removed the 1968 SNA limita-
tions which excluded the production of goods not made
from primary products, the processing of primary products
bi,V those who do not produce them and the production of
other goods by households who do not sell any part ofthem
on the market
34. The coverage of own-account production is clarified. The
storage of agricultural goods produced by households is in-
cluded within the production boundary as an extension of
the goods producing process, as is supply of water (water-
carrying).
35. The Igg3SNA, like the 1968 SNA, excludes from the pro-
duction boundary the production of services by households
for own final consumption. Included, however, is the pro-
duction of services of owner-occupied dwellings and the
production of services for own final consumption by em-
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ploying paid domestic staff. The 1993 SNA explains that in
the central framework no values are recorded for unpaid
domestic or personal services produced within households
because the production of such services within households
is a self-contained activity with limited repercussions on
the rest of the economy, there are typically no prices that
can be satisfactorily used to value such services, and the es-
timated values would not be equivalent to monetary values
for analytic or policy purposes. The 1993 SNA does, how-
ever, suggest that in satellite accounts an alternative con-
cept of gross domestic product (GDP) be elaborated which
is based on an extended production boundary, including es-
timates for household production of services for own use.
Voluntary labour inputs are valued on the basis of actual
compensat ion paid
Reference: chapter VII, paragraphs 7 .20 and 7 .23
36. In general, neither the 1993 SNA nor the 1968 SNA in-
cludes an estimate of the value of voluntary labour inputs.
Labour inputs are valued at actual compensation paid even
if this is very low or even zero. However, in the case of pro-
duction of tangible fixed assets for own use resulting from
communal household activities, an estimate of value of la-
bour input is needed in order to calculate the total cost of
the assets (if a market price is not available). This inclusion
results in mixed income being generated by the production.
Alloc ation of fi na nc ia I i ntermediation services indirectly
measured (FlslM)
Reference: chapter VI, paragraphs 6.128 to 6.140
37. The 1993 SNA calculates the output of financial interme-
diation services indirectly measured (FISIM) (this term re-
places the term bank service charges used in the 1968 SNA;
see paragraph 23 above) in the same way as the 1968 SNA,
i.e., as the difference between property income received
and interest paid. The property income received should ex-
clude that part which is received from investment of own
funds. However, contrary to the 1968 SNA, the 1993 SNA,
in principle, recommends to allocate the consumption of
these services between users-who could be lenders as
well as borrowsls{reating the allocated amounts either as
intermediate consumption by enterprises or as final con-
sumption or exports. The 1993 SNA suggests that the allo-
cation between different uses could be made on the basis of
the difference between interest paid or received by finan-
cial intermediaries and a "reference rate" that does not in-
clude the value of financial intermediation services, such as
an inter-bank lending rate or a central bank loan rate, or
some other appropriate method. However, the allocation
could be made using different criteria or methods, when ap-
propriate.
38. Nevertheless, the 1993 SNA recognizes that, in practice, it
may be difficult to find any method of allocating financial
intermediation services indirectly measured among differ-
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ent users and, therefore, accepts that Some countries may
prefer to continue to use the convention proposed in the
1968 SNA whereby the whole of the services are allocated
to intermediate consumption of a notional industry. But, it
is recommended that these countries provide supplemen-
tary estimates, even if only approximate and very aggrega-
tive, of the allocation between intermediate consumption
and the main categories of final demand and thus would
make it possible to have some estimate of the effect alloca-
tion would have on GDP, GNI, and other relevant aggte:
gates. Also, the I 993 SNA requests those countries that al-
locate financial intermediation services indirectly meas-
ured, to identify those allocations separately.
39. The 1993 SNA uses a new term "output of financial inter-
mediation services indirectly measured" to replace the
1968 SNA term "imputed output of bank services".
Inc lus ion,  in  pr inc ip le,  of  a l l  i l legal  product ion and other
tra nsa ctions
Reference: chapter VI, paragraphs 6.30 to 6.36
40. The 1993 SNA makes it clear that the illegality of a produc-
tive activity or transaction is not a reason for excluding it
from the System. Comprehensive coverage of illegal ac-
tivities is, in principle, essential in order not to introduce er-
rors and imbalances in the accounts. For example, failure
to record expenditures by households on illegal products
will lead to over estimates of their saving and inconsisten-
cies with the financial accounts. The 1968 SNA did not
give clear guidance on the coverage of illegal activities.
ldentification f on-monetaryflows andre-routings from
other transactions
Reference: chapter III, paragraphs 3.34 to 3 .49;
chapter XIX, parugraphs 19.20 to 19.29
41. The 1993 SNA recommends the identification of non-
monetary flows and re-routings wherever possible, espe-
cially when they are large and significant. In this wtty, allä,-
lysts interested in identifying only the monetary transac-
tions in the economy can do so. The 1968 SNA made no
such recommendation.
4. Ghanges in valuation and in the treatment of producttaxes
Distinction between basic, producers' and purchasers'
prices in the valuation ofoutputs and inputs
Reference: chapter VI, paragraphs 6.210 to 6-238
42.The 1993 SNA clarifies the terminology used for the valu-
ation of products. The System refers to output prices fo-
ceived by producers, which may be either basic prices or-
if difficult to implementnroducers' prices, and to pur-
chasers' prices that apply to intermediate and final uses.
The basic prices exclude all ta><es less subsidies on prod-
ucts (D.21 less D.3l) but the producer's prices only ex-
Changes from the 1968 System ofNational Accounts
clude invoiced value added tax (VAT) (D.21l). purchas-
ers' prices, which are paid by intermediate or final users,
include trade and transport margins.
43. when using basic prices to value output and purchasers'
prides to value intermediate consumption, there are no
product tu<es less subsidies payable out of value added.
They are treated as taxes less subsidies on uses, payable by
the purchasers of the products. on the other hand, when
producers' prices are used to value output, some taxes on
products have to be paid out of value added. VAT and ta:res
and duties on imports are treated as taxes on uses payable
by the purchasers of the products and therefore are not pay-
able out of value added.
44. A consequence of the above treatment is that the sum of the
values added of all enterprises in the economy is not equal
to GDP. In the case of valuation of output in basic prices,
all taxes less subsidies on products including import tores
need to be added to the sum in order to derive GDP; in the
case of valuation of output in producers' prices, only VAT
and import tures need to be added.
45. The 1993 SNA has eliminated the 1968 SNA distinction
between true and approximate basic prices since the "true
price" is a hypothetical concept which is not observable.
The 1968 sNA used producers' prices as the main valu-
ation method for output and input. Basic prices together
with commodity taxes were treated as a further subdivision
of producers' prices, which was applied to both output and
intermediate inputs for the purposes of input-output analy-
sis.
Revision of the classification and terminology oftaxes;
explicit reatment of VAT
Reference: chapter VII, paragraphs 7 .49 to 7 .51;
chapter VIII, paragraph 8.41
46. The"1993 SNA replaces the 1968 SNA term "indirect
taxes" by the term "taxes on production and imports"
(D.2), and replaces the distinction between o'commodity
taxes" and "other indirect taxes and imports" by "taxes on
products" (D.21) and o'other ta><es on production" (D.29).
The tores on products are further subdivided into: (a)
vAT-type taxes (D.211); (b) taxes on imports excluding
VAT (D.212); (c) export taxes (D.213); and (d) ta,xes on
products, except VAT, import and export taxes (D.214).
The 1968 SNA makes only a brief reference to vAT and
gives no specific recommendation for its treatment in the
accounts.
47.The 1993 SNA has also replaced the 1968 SNA term "di-
rect taxes" by the term "current tu<es on incoffi€, wealth,
etc.," and the previous category of capital transfers to gov-
ernment, including estate and gift taxes and non-recurrent
taxes on property are treated as capital taxes.
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Alignment ofSNA and GFS/OECD tax coverage
Reference: chapter VIII, paragraphs 8.44 and 8.45
48. The 1993 SNA recommends that breakdowns of ta><es be-
yond the main categories should be in terms ofthe GFS and
OECD Revenue Statistics tax classifications. While no cal-
culation of total tanes is required within the 1993 SNA ac-
counts, compulsory social contributions are summed with
taxes to reach the concept of total tures used by the GFS
and OECD Revenue Statistics. For this purpose the 1993
SNA provides a breakdown of social security contributions
so that compulsory contributions can be identified sepa-
rately and added to taxes to match up with the GFS/OECD
concept of total tar<es.
5. Distinction between market and other kinds of production
and introduction of alternative concepts of consumption
and disposable income
Explicit identification, valuation and treatment ofmarket,
own-account and other non-market production
Reference: chapter VI, paragraphs 6.44 to 6.56
and 6.88 to 6.101
49. The 1993 SNA distinguishes three types of output: iie. mar-
ket output (P. I I ), output for own final use (P. 12) and other
iläf T};ffi:ä1,1,';,1'häTiiH:::ffi :ii::: l';:
nal use such as subsistence output of agricultural products
or own account produced capital goods, while not sold on
the market, are valued at the average prices of similar prod-
ucts traded on the market. Other non-market output which
includes goods and services produced by government and
non-profit institutions serving households and provided
free, or at prices that are not economically significffit, to in-
dividual households or the community, is valued at cost.
50. The distinction between market producers, producers for
own final use and other n,on-market producers replaces the
distinction in the 1968 SNA between "industries" and
"other producers". Producers for own final use which were
included in the 1968 SNA in "industries" are now distin-
guished as a separate category.
51. The three-way split of products and producers is comple-
mentary to the ISIC and Central Product Classification
(CPC). The ISIC and CPC breakdowns would apply in
principle to all thre e categories of producers and products
respectively.
52. The criterion in the 1993 SNA for making a distinction be-
tween market and other output makes it possible to include
all heavily subsidized public enterprises as market produc-
ers provided their prices are considered economically sig-
nificant from the point of view of cost and demand. The
1968 SNA made a distinction between government produc-
ing units that sold the kind of goods and services often pro-
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duced by what is called "business establishments" (private
market producers) and government departments engaged
in the usual social and community activities of govern-
ment. The required criterion for making the distinction in
the 1968 SNA was simply the existence of a price, while in
the I 993 SNA the distinction between market and non-mar-
ket output depends on whether the price is economically
significant from the point of view of cost and demand.
Since it is very rare that the government departments of the
1968 SNA engaged in social and community activities
charge significant prices in the 1993 SNA sense, they are
treated generally in the same way in the 1993 SNA.
53. The 1993 SNA distinction between market output, output
produced for own final use and other non-market output
has simplified the principles of valuation. Valuation of
products of market producers is always based on the prices
for which they are sold in the market. Output produced for
own final use is valued on the basis of prices of similar
products made by market producers where these exist.
Other non-market output is valued as the sum of costs.
54. The 1993 SNA, like the 1968 SNA, treats all current trans-
fers made by government to producers as subsidies, even if
they benefit specific groups of the population or all house-
holds. However, reco gnizingthe importance ofthese "con-
sumption" subsidies in some countries, the 1993 SNA rec-
ommends a supplementary presentation of subsidies by
purpose where o'consumption" subsidies can be identified.
This presentation would make it possible to show, outside
the System, actual final consumption with an alternative
valuation that includes the value of consumption subsidies.
Introduction f new concepts called "actual consump-
tion" and "adiusted disposable income"t0 supplementthe
concepts ofconsumption expenditure and disposable
income
Reference: chapter IX, paragraphs 9.93 to 9.98
55. The 1993 SNA introduces the concept of actual final cor-
sumption @.a) for households and government to supple-
ment the 1968 SNA concept of final consumption expendi-
ture (presently P.3). Actual final consumption of house-
holds covers goods and services which are actually sup-
plied to households, irrespective of whether the ultimate
bearers of the expense are government, non-profit institu-
tions serving households or households themselves. The
actual consumption concept utilizes the distinction be-
tween individual consumption (benefiting identifiable
households) and collective consumption (benefiting soci-
ety as a whole) within final consumption expenditure by
government. For households it is equal to the sum of house-
hold final consumption expenditure plus individual con-
sumption items identified within consumption expenditure
of government and non-profit institutions serving house-
holds. For governmento actual consumption consists only
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of collective consumption. Non-profit institutions serving
households, by convention, have no actual consumption;
their final consumption expenditures are all categorized as
. individual consumption and, therefore, included with ac-
tual consumption of households.
56. The difference between final consumption expenditure
(P.3) and actual final consumption (P.4) of households is
treated in the accounts of the 1993 SNA as (current) social
transfers in kind (D.63) provided by government and non-
profit institutions serving households to households. For
households, the imputed transfers are added to disposable
income (8.6) to derive the concept of adjusted disposable
income (8.7); for government and NPISHs, they are de-
ducted.
57. The 1968 SNA did not identify different concepts of final
consumption and disposable income. It only included one
concept of final consumption expenditure and one corre-
sponding concept of disposable income. On the other hand,
the 1968 SNA had a wider concept of final consumption ex-
penditure of households than the 1993 SNA, as it included
not only what households actually paid, but also health and
other expenditures paid or reimbursed by government for
services that households are free to select or not.
Treatment of pension and other social insurance ontribu-
tions and benefits as currenttransfers affecting dispos-
able income of households
Reference: chapter VIII, paragraphs 8.7 to 8.14;
chapter IX, paragraphs 9.60 and 9.14 to 9.16, annex IV
58. The 1993 SNA identifies some insurance and pension
funds as social insurance schemes. This affects the record-
ing of contributions and benefits of these schemes' espe-
cially pensions. The 1993 SNA treats pension contribu-
tions and benefits in the secondary distribution of income
accounts as current transfers, which affect the level of dis-
posable income of households. In order not to change the
value of saving of households and maintain consistency
with the item in the financial accounts called "changes in
the net equity of households in life insurance reserves and
in pension funds" (F.61) in line with the 1968 SNA treat-
ment, the 1993 SNA introduces an adjustment item in the
use of income accounts called "adjustment for the change
in net equity of households in pension funds" (D.8)' which
is recorded as "resources" for households and as "uses"
for financial corporations (S.12) or other sectors if the
funded pension schemes are not institutional units separate
from the employers. In the case of pension funds belonging
to the financial corporations sector the 1968 SNA only in-
cluded an entry in the financial account, where the differ-
ence between pension contributions and benefits is f€-
corded as part of the change in the net equity of households
in pension funds.
changes from the 1968 System ofNational Accounts
Enlargement of the concept of social insurance to Include
arrangements with insurance nterprises and education
g ra nts
Reference: chapter VIII, parugraphs 8.7 and 8.8,
and 8.53 to 8.80
59. In the I 993 SNA social contributions and benefits (D.6) are
not restricted to transactions with government and employ-
ers as they are in the 1968 SNA. They also include af,range-
ments with insurance schemes that satisfy the definition of
"social". Social benefits in the System are cuffent transfers
received by households intended to provide for the needs
that arise from certain events or circumstances, uch as
sickness, unemployment, retirement, housing, education
or family circumstances. To qualify as social insurance
benefits, the transfers must be provided under organized
social insurance schemes. Social insurance benefits may be
provided under general social security schemes, under pri-
vate social insurance schemes or by unfunded schemes
managed by the employers for the benefit of their existing
or former employees without involving other institutional
units. Education grants, which in the 1968 sNA were
treated as social assistance grants, are treated in the 1993
SNA as social benefits.
Channell ing ofsocial transfers in kind by enterprises to
households throu g h "q u a si-N P I S Hs", provisiona I treat-
mentfor countries in transition
Reference: chapter XIX, paragraphs 19.30 to 19.35
60. The 1993 SNA recommends an exceptional and provi-
sional treatment for social transfers in kind (D.63) made by
state controlled enterprises in countries in transition to
their employees as an extension of government policy to
provide health, education and recreational services to the
population. As a transitional treatment, it is recommended
to create "quasi-NPISHs" which receive a transfer from
the parent enterprise and pass them on to households as so-
cial transfers in kind to be included in the redistribution of
income in kind account. As a consequence of this treat-
ment, these expenditures enter only actual final consump-
tion (P.4) of households and not their final consumption ex-
penditure (P.3), thus affecting adjusted isposable income
(8.7) and not disposable income (8.6). The 1968 sNA
would have treated these expenditures as compensation i
kind, entering consumption expenditure and disposable in-
come of households.
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6. Extension and further specification of the concepts of
assets, capital formation and consumption of fixed capital
Explicit definition ofasset and asset boundary and revised
classification f assets
Reference: chapter X, paragraphs 10.2 to 10.12;
annex to chapter XIII
6l . In the I 993 SNA the assets recorded in the balance sheets
of the System are economic assets. These are defined BS on-
tities over which ownership rights are enforced by institu-
tional units, individually or collectively, and from which
economic benefits may be derived by their owners by hold-
ing or using them over a period of time. with regard to the
classification of assets, the 1993 SNA distinguishes at the
first level of the classification between on-financial assets
(AN) and financial assets/liabilities (AF). Within non-fi-
nancial assets, it distinguishes between produced and roo-
produced assets and within each of these between tangible
and intangible assets.
62. Produce d assets (AN. I ) in the I 993 SNA include not only
tangible fixed assets (AN.l I 1), but also intangible fixed as-
sets (AN.ll2) such as mineral exploration (AN. ll2l),
computer software (AN.ll22), and entertainment, literary
or artistic originals (AN. ll23).
63. Non-produced assets (AN.2) inthe I 993 SNA also include
tangible non-produced assets (AN.2l) and intangible non-
produced assets (AN.22).The tangible non-produced as-
sets include land (AN.2l l), subsoil assets (AN.2l2), ron-
cultivated biological resources (AN.2l3) and water re-
sources (AN.2l4). The intangible non-produced assets in-
clude patented entities (AN.2zl),leases and other transfer-
able contracts (AN.222), purchased goodwill (AN.223)
and other intangible non-produced assets (AN.229).
64.1n determining the economic asset coverage of the 1993
SNA in the case of natural assets uch as mineral reserves,
forests, orchards, plantations and so or, the economic
benefit criterion is considered to manifest itself in the forrn
of control by an institutional unit. The 1993 SNA includes
specific guidelines with regard to natural assets that are
economic assets in the SNA sense. Two types are distin-
guished: i.e., assets whose growth is the result of human
cultivation and are treated as produced assets (AN. I ), and
all other natural assets including land (AN.2l I ), subsoil as-
sets (AN.2l2), non-cultivated biological resources
(AN.2l3) and water resources (AN.2l4) that are not culti-
vated but are under control of institutional units and are
treated as non-produced assets (AN.2). The cultivated
natural assets that are treated as produced assets (AN. I ) are
further broken down into two groups, i.e., (a) cultivated as-
sets which are included in the classification under tangible
fixed assets (AN. I I I ) and cover livestock for breeding,
dairy, draught, etc. (AN.l I l4l) and vineyards, orchards
and other plantations of trees yielding repeat products
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(AN. lll42); and (b) work-in-progress on natural growth
products which is included in the classification under in-
ventories (AN .12) as work-in-progress on cultivated assets
(AN. l22l) and includes the growth of products such as
livestock for slaughter, timber, agricultural crops, and
fruits that are the products of orchards and plantations.
65. The 1968 SNA did not include much guidance onthe bal-
ance sheets of the system and consequently provided little
information on the coverage of assets. In principle, how-
ever, the 1968 SNA included produced tangible and non-
produced tangible and intangible assets within its asset
boundary, but did not provide for the inclusion of produced
intangible assets. As regards natural assets, the 1968 SNA
included in principle natural assets in its asset boundary , &l-
though in a much less systematic manner. Only livestock
growth was recorded as the addition to a produced asset
(see parugraphT l below), and agricultural crops and fruits
from orchards and plantations were only recorded when
harvested and, therefore, not reflected in additions to pro-
duced assets.
Extension f produced assets and gross fixed capitalfor-
mation to include xpenditure on mineral exploration,
computer sofh,vare and entertainment, literary or artistic ,
originals
Reference: chapter X, paragraphs 10.33, and 10.96
to 10.101; chapter XXI, paragraph 21.68
66. The 1993 SNA treats expenditures onmineral exploration
as gross fixed capital formation resulting in the creation of
an intangible fixed asset (AN. ll21) under produced assets.
All expenditures are included, no matter whether the explo-
ration is successful or not. The average service lives similar
to those used by mining or oil corporations in their own as-
sets are suggested as the appropriate guide for the amorti-
zation period. The 1968 SNA treated expenditpres on min-
eral exploration as intermediate consumption.
67 . The 1993 SNA treats systems and standard applications
computer software that a producer expects to use in produc-
tion for more than one year as an intangible fixed asset
(AN. ll22), no matter whether the computer software is
purchased in the marl6st+sparately or together with the
hardware---{r developed in-house. It also includes data-
bases which the enterprise expects to use for more than one
year. The 1968 SNA was interpreted as treating expendi-
tures on software which is bought as an integral part of a
major hardware purchase as gross fixed capital formation,
but software purchased or developed independently was
treated as intermediate consumption.
68. The lgg3 SNA includes in output lite rary or artistic works
(i.e., the writing of books, composing music, etc.) which
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are produced for sale whether they are produced by em-
ployees or by self-employed workers. Furtherrnore, it rec-
ognizes that these outputs can contribute to production in
subsequent periods ffid, therefore, treats expenditures on
these outputs as gross fixed capital formation resulting in
the creation of an intangible fixed asset (AN.ll23). Conse-
quently, fees, commissions, royalties, etc. stemming from
licensing others to make use ofthe works are treated as pay-
ments for services rendered. Accordingly, copyrights no
longer appear as non-financial non-produced intangible as-
sets giving rise to property income, as they did in the 1968
SNA.
69. Like the 1968 SNA, the I 993 SNA continues to treat expen-
ditures on research and development as intermediate con-
sumption, not gross fixed capital formation. However, it
recommends that these expenditures be identified within
intermediate consumption to facilitate the development of
satellite accounts for research and development. Conse-
quently, there are no produced fixed assets in the accounts
to which the legal title of a patent can be linked. Thus, pur-
chase/sale of patents continue to be treated, as in the 1968
SNA, as net purchases of intangible non-produced assets,
where the assets to be recorded under "patented entities"
(AN.22l) are the patented inventions, discoveries or proc-
esses that are the result of research and development activ-
ity and not the legal titles themselves. It should be noted,
however, that the 1993 SNA, by convention, does include
licensing related services in output ätrd, therefore, royalty
and similar payments in respect of patent licences are con-
sidered payment for services and not property income as in
the 1968 SNA. The same treatment is applied to payments
for services of trademarks and franchising in respect of
other non-produced intangible assets.
Extension f government gross fixed capital formation to
include xpenditure bythe military 0n structures and
eq uipment, exc ept wea pons
Reference: chapter Xn paragraphs I 0 -7 | to I 0.7 4
70. The 1993 SNA treats as gross fixed capital formation all ex-
penditures by the military on fixed assets of a kind that
could be acquired by civilian users for purposes of produc-
tion and that the military use in the same way; this would
include airfields, docks, roads, hospitals and other build-
ings or structures. On the other hand, military weapons, and
vehicles and equipment whose sole purpose is to launch or
deliver such weapons, are not to be treated as gross fixed
capital formation but as intermediate consumption. The
1968 SNA excluded from gross fixed capital formation al-
most all military expenditures except those on construction
or alteration of family dwellings for personnel of the armed
forces.
changes from the 1968 system of National Accounts
Treatment of cultivated natural growth as output
Reference: chapter X, paragraphs 10.89 to 10.94,
and l0 . l  12  to  l0 . l  l5
71. The 1993 SNA includes in output the growth of cultivated
assets including the growth of livestock and fishstock,
vineyards, orchards, plantations and timber tracts, as well
as the growth of agricultural crops and fruits which are
products of plantations and the like. Prior to the harvest or
use of the products, the growth of agricultural crops, live-
stock for slaughter, timber, etc., is to be recorded as work-
in-progress (part of changes in inventories). Cultivated
growth should be distinguished from growth of biological
resources, which are not cultivated but are under human
control (such as forests used in timber logging); such
growth is treated as other volume changes in the l9g3 SNA.
Output based on controlled but not cultivated growth and
also output based on non-controlled natural assets (e.g.,
gathering of fuel wood, fruit gathering, hunting, etc.) con-
tinues to be recorded when the products are harvested. The
1968 SNA included in output (and subsequently in gross
fixed capital formation) only the natural growth of live-
stock and fishstock. output of agricultural products, or-
chards and timber tracts was recorded only at the moment
of harvest.
Treatment of assets with a long production period as
changes in inventories (work-in-progressl unti l such time
as the owner is deemed to have taken ownership
Reference: chapter X, paragraphs 10.79 to 10.83;
and 10.87
72.The 1993 SNA clarifies that fixed assets with a long pe-
riod ofproduction should be recorded as gross fixed capi-
tal formation at the time when the ownership of the out-
put produced is transferred to the eventual user ofthe as-
set. Output that is not transferred and continues to belong
to the builder or producing enterprise must be recorded
as either work-in-progress or as an addition to invento-
ries of finished goods, depending on whether the asset is
finished or not. However, a user is deemed to assume
ownership of buildings and other structures prior to their
completion in two situations: under a contract for pur-
chase/sale agreed in advance, and own-account con-
struction. In the case of large equipment goods, the
change of ownership does not occur until the users take
delivery of the goods. The 1968 sNA recommended that
fixed assets with a long production period should be re-
corded as gross fixed capital formation at the moment the
purchaser took legal possession of the assets.
Treatment of services output as work-in-progress
Reference: chapter VI, paragraph 6.77; chapter X,
paragraph 10.108
73. The 1993 SNA recognizes that certain kinds of services
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take a long time to produce, e.8., architectural design,
software development, project development, writing of
books, etc. work-in-progress in service industries is to
be recorded as change in inventories by the producers of
such services. The 1968 SNA did not include any work-
in-progress on selvices.
Extension of government inventories to include all goods
held in inventories
Reference: chapter VI, paragraph 6.106; annex to
chapter XIII
74.The lgg3 SNA includes all goods held by the government
in inventories. This new treatment is symmetrical with the
treatment of goods stored by market producers. The 1968
qNA treated strategic materials, grains and other com-
modities of special importance to the nation as inventories;
in generalo stores of other commodities were not included
in inventories.
Retain treatment of purchases of consumer durables as
final consumption expenditure but include stocks of
consumer durables as memoranda i tems in the balance
sheets
Reference: chapter XIII, paragraphs 13.85 and 13.86;
annex to chapter XIII
75. Like the 1968 SNA, the 1993 SNA treats expenditures by
households (excluding expenditures by unincorporated en-
terprises owned by households) on consumer durable
goods as final consumption. However, the 1993 SNA rec-
ognizes that information about stocks of consumer dur-
ables (defined as durable goods that are not used by house-
holds as stores of value or by unincorporated enterprises
owned by households for purposes of production), with de-
tail by type of durable is of considerable interest and there-
fore should be presented as memoranda items to the bal-
ance sheets.
Gross fixed capitalformation not resulting in a separate
identif iable produced asset is reflected as an increased
value of the produced or non-produced asset embodying it
Reference: chapter X, paragraphs 10.45 to 10.55
76.Inthe 1993 SNA not all gross fixed capital formation is re-
flected in a separate identifiable asset in the balance sheet.
In some instances there is not a one-to-one correspondence
between transactions in gross fixed capital formation by
type and fixed assets by type. Examples of such gross fixed
capital formation items include costs of ownership transfer
and major improvements to existing fixed assets, such as
buildings or computer software, or tangible non-produced
assets uch as land, that increase their productive capacity,
extend their service lives or both. The relation between the
glassification of changes in assets and assets was not ex-
plicitly dealt with in the 1968 SNA.
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77 . Consumption of fixed capital related to these capital forma-
tion elements is treated as an integral part of consumption
of fixed capital of the produced assets to which these ex-
penditures are applied. As in the case of other consumption
of fixed capital, it is calculated over the life time ofthe asset
to which the expenditures relate. By convention the con-
sumption of fixed capital also includes the writing off of
the elements of gross fixed capital formation that add to the
value of non-produced assets.
Extension 0f capitalformation to include xpenditures on
ya lua bles
Reference: chapter X, paragraphs 10.7 and 10.122
and 10.123; chapter XII , paragraphs 12.22 and 12.23;
annex to chapter XIII
78. The 1993 SNA includes a third category of capital forma-
tion called "acquisitions less disposals of valuables"
(P.53), covering expenditures on produced assets that are
not used primarily for production or consumption, but ac-
quired and held as stores of value. Examples of valuables
are precious metals (non-monetary gold if used as store of
välue) and stones, antiques and other art objects. When a
valuable which was previously not included in the balance
sheet of any sector becomes an economic asset in the 1993
SNA sense (see paragraph 6l to 65 above), it enters the bal-
ance sheet of the sector in question through the account for
other volume changes (economic appearance of produced
assets). The 1968 SNA treated these acquisitions less dis-
posals in various ways. In the case of households they were
dealt with as final consumption expenditure.
Treatment of historical monuments as produced assets
Reference: chapter X, paragraph 10.85; chapter XII,
paragraphs 12.22 to 12.24; chapter XIII, paragraph
13.37
79. Historical monumenfs-1ryhich may include old as well as
new historical monuments-are treated in the 1993 SNA as
produced assets. They are not separately classified but in-
cluded as part of the categories of produced assets that refer
to dwellings (AN.l I I l) and other (non residential) build-
ings and structures (AN.l I l2). Sales and purchases of his-
torical monuments are treated as positive gross fixed capi-
tal formation of the purchasing sector and as negative capi-
tal formation of the sector selling the asset. When a histori-
cal monument which was previously not included in the
balance sheet of any sector becomes an economic asset in
the I 993 SNA sense (see paragraphs 6l to 65 above), it en-
ters the balance sheet of the sector in question through the
other changes in the volume of assets account (economic
appearance of produced assets). The 1968 SNA did not spe-
cifically deal with the treatment of historical monuments.
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Treatment offixed assets resulting from community
activities as output of household production activities and
as gross fixed capitalformation of the sector esponsible
for their upkeep
Reference: chapter X, paragraph 10.85
80. The lgg3SNA treats construction activities car$ed out col-
lectively by groups of volunteers as production carried out
by the households involved. The fixed assets produced in
this way are recorded as output and gross fixeä capital for-
mation of households first and then they are allocated to the
balance sheet of the sector responsible for their upkeep
(non-profit institutions serving households or govern-
ment). The allocation is accomplished by making a capital
transfer which involves a negative gross fixed capital for-
mation of households and a positive gross fixed capital for-
mation of the sectors non-profit institutions serving house-
holds or general government. While the 1968 SNA also
treated the output as gross fixed capital formation, it did not
provide explicit guidance on the sector to which such gross
capital formation should be allocated.
Extension f consumption f fixed capitalto assets uch
as roads, dams and breakwaters
Referenc e: chapter X, paragraph I 0.78
8l . The 1968 SNA suggested that consumption of fixed capital
need not be calculated in respect of such assets as roads,
dams and breakwaters because it was assumed that the
maintenance and repair performed on these assets was suf-
ficient to ensure that these assets had infinite service lives.
In practice, most assets of this kind have finite lives even
though proper repair and maintenance may result in long
lifespans. For this reason, the 1993 SNA recommends that
consumption of fixed capital should be calculated for as-
sets such as roadso dams and breakwaters.
7. Further refinement of the treatment and definition
of financial instruments and assets
Description ofa broad range of f inancial assets and dis-
tinction between actual and contingent assets
Reference: chapter XI, paragraphs I l. l6 to 1 l. l9
and 11.25 to I 1.28
82. The 1993 SNA includes a more precise and elaborate de-
scription of a broad range of financial assets and distin-
guishes them from non-financial assets and from finan-
cial "contingent positions". The distinction between a
financial liability and a contingent liability is made on
the basis of the conditionality of the relationship be-
tween the transactors. Where an unconditional relation-
ship exists on the part of both debtor and creditor, there
exists an actual financial asset and liability. Thus, bank-
ers' acceptances are classified as actual assets but letters
of credit are not. The 1968 SNA had limited descriptions
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of financial assets and therefore also did not deal with
contingent positions.
Distinction between monetary and non-monetary gold
Reference: chapter XI, paragraphs 1 1.63 to 11.66
83. The 1968 SNA recognizedtwo kinds of gold: (a) gold held
as a financial asset, including gold owned by the monetary
authorities which was not separately identified; and (b)
other gold used for industrial purposes. The 1993 SNA dis-
tinguishes three types of gold: (a) monetary gold owned by
the monetary authorities as a component of international
reserves; (b) gold held as a store of value; and (c) other gold
used for industrial purposes. The last two types of gold may
be owned by any kind of institutional unit or sector. Items
of gold jewellery of relatively small value purchased by
households are not treated as assets, but as part of house-
hold consumption expenditure. As was noted in paragraph
78 above, gold purchased as a store of value is treated as a
valuable and included in gross capital formation.
Less emphasis on the distinction between differenttypes
of deposits
Reference: chapter XI, paragraphs 11.69 to I 1.73
84. The 1968 SNA included a distinction between o'currency
and transferable deposits" and o'other deposits". However,
in view of the emphasis placed on broad money as opposed
to narrow money, the 1993 SNA includes only the total of
'ocurrency and deposits" (AF.2) in the first level of classi-
fication of financial assets while suggesting that sub-ele-
ments should be compiled only if they are analytically use-
ful.
Less emphasis on the short- versus long-term distinction
with regard to loans and other financial assets
Reference: chapter XI, paragraphs I I .72 to I 1.84
85. The 1968 SNA short-term/long-term aturity distinction
has become less relevant because of the improved facilities
available in financial markets to re-finance short-term fi-
nancial assets. Therefore, the 1993 SNA retains this dis-
tinction but only as a secondary classification criterion.
Changes to the treatment of insurance
Reference: chapter VI, paragraphs 6.135 to 6.141;
chapter VIII, paragraphs 8.69,8.70, and 8.85 to 8.89;
chapter XI, paragraphs I 1.89 to I 1.99; annex IV
86. The 1993 SNA has replaced the 1968 term "casualty insur-
ance" by the term "non-life insurance".
87. The basis of measuring the output of insurance has been
changed. Income from the investment of insurance techni-
cal reserves is now taken into account when measuring the
value of the services provided to policyholders. The in-
come is distributed to policyholders as a property income
flow, "property income attributed to insurance policyhold-
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ers (D.4 4)" and repaid to the insurance corporations as prc-
mium supplements. This treatment applies to both life and
non-life insurance.
88. In the 1968 SNA non-life premiums and claims were re-
corded when payable. In the 1993 SNA non-life premiums
are recorded on the basis of premiums earned and non-life
claims on a claims due basis. The differences between pre-
miums payable and earned and claims due and payable are
included in a new financial asset, "Prepayments of premi-
ums and reserves against outstanding claims (AF.62)".
Distinction between financial leasing and operating
'Wrce: 
chapter vI, paragraphs 6.1 23 to 6.r2!7;
chapter VII, paragraph7.l09; chapter X, paragraph
10.44; chapter XI, paragraph I I .3 I ; chapter XIII,
paragraphs 13.23 and 13.24
89. The 1993 SNA recognizes financial leases as financial in-
struments. Financial eases are distinguished from operat-
ing leases in that the former cover leases where the inten-
' 
tion is to transfer all risks and rewards incident to owner-
ship to the user of the asset. Assets acquired under financial
leasing arrangements are to be treated as assets of the les-
sees, and the lessors hold a corresponding financial asset
which is the equivalent of a loan. Lease payments under fi-
nancial leases must be divided between interest payments
recorded under current transactions and repayment of the
loan recorded in the financial account. The 1968 SNA did
not recognize financial leases and, as a consequence,
treated them in the same manner as operating leases.
ldentif ication ofnew financial instruments: repurchase
a g ree ments, d e rivatives a nd sec on d a ry instru ments,
deep discounted bonds
Reference: chapter XI, paragraphs 1 I .32 to 11.43
90. The 1993 SNA identifies and provides descriptions of a
number of new financial instruments which were not
treated explicitly in the 1968 SNA, including repurchase
agreements, derivatives and secondary instruments and
deep discounted bonds.
91. Repurchase agreements include the simultaneous ale of
securities with the agreement to repurchase those same se-
curities at a later date; they are regarded as financial instru-
ments that are similar to loans secured by securities.
92.The lg93 SNA recommends that the difference between
the issue price and the value at maturity of zero-coupon and
other deep-discounted bonds should be treated as interest
and that this interest should be converted into a series of an-
nual or quarterly payments over the full lifetime of the in-
struments. Deep discounted bonds were not dealt with ex-
plicitly in the 1968 SNA.
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8. Harmonization between concepts and classifications of
the 1993 SilA and the fifth edition of the Balance of
Payments Manual
Centre of economic interest as basic riterion for
determining residence ornon-residence of ntities
and one-year rule as operational guideline
Reference: shapter XIV, paragraphs 14.12 to 14.34
93. The 1993 SNA and the fifth edition of the BPM use the
"centre of economic interest" as the basic criterion for ile-
termining whether or not an entity is a resident. The 1993
SNA specifies that an institutional unit be normally
deemed to have a centre of economic interest if it has al-
ready engaged in economic activities and transactions in
the country for one year or more or if it intends to do so for
one year or more. However, the 1993 SNA emphasizes that
one year is suggested only as a guideline and not an inflex-
ible rule.
94. With regard to the residence of individuals, the I 993 SNA,
as well as the fifth edition of the BPM, recommends that
students should be treated as residents of the country from
which they originate however long they study abroad, pro-
vided they maintain an economic attachment with their
country of origin. The rationale behind this change from
the 1968 SNA is that most students studying abroad return
to their country of origin upon completion of their studies.
With regard to the residence of individuals working abroad
under long-terrn contracts and of technical assistance per-
sonnel, the 1993 SNA recommends no changos, in princi-
ple, from the 1968 SNA, but introduces a number of clari-
fications. In particular, it specifies that t"echnical assistance
personnel under bilateral agreements are regarded as resi-
dents of the country where they are working if they are
staying for more than one year. This treatment is consistent
with the treatment of personnel operating in the comrner-
cial sector and through international organizations. The
fifth edition of BPM, follows the same treatment as the
1993 SNA as concerns technical assistance personnel, con-
stituting a change from the fourth edition.
95. With regard to the residence of enterprises, the 1993 SNA
recommends little change from the 1968 SNA, except in
the treatment of installation services and of enterprises en-
gaged in construction. The 1993 SNA recommends flex-
ible application of the one-year rule as a guideline in both
instances. Enterprises engaged in installing equipment
abroad are considered residents of their home country even
if the installation takes more than one year to complete . As
for enterprises (or site offices) engaged in construction, cri-
teria in addition to the one -year rule are introduced to help
determine their residence. Included are such factors as
whether or not there are separate sets of accounts main-
tained, payment of taxes, substantial physical presence,
etc. The fifth edition of BPM follows the same treatment.
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Goods exported or imported for processing and re-
imported or re-exported thereafter a e recorded gross
Reference: chapter XIV, paragraphs 14.61to 14.64
96. The fifth edition of the BPM as well as the 1993 SNA rec-
ommend that goods that are sent abroad for processing and
later on re-imported should be recorded gross by the proc-
essing economy as well as by the economy that sent the
goods for processing, if the processing involves a substan-
tial physical change in the goods. The value of the good be-
fore and after processing should be shown as part of the
trade in goods. This recommendation does not entail any
change for the 1993 SNA from the 1968 SNA but does con-
stitute a change between the fourth and fifth edition of the
BPM. However, the BPM, while agreeing in concept, rec-
ommends on practical grounds that all processing transac-
tions be recorded under goods on a gross basis.
Distinction between the treatment ofinvestment goods
exported/i m ported for repa i r
Reference: chapter XIV, paragraph 14.91
97 .The 1993 SNA as well as the fifth edition of the BPM make
a distinction between repairs performed on investment
goods and repairs performed on other goods. The value of
repairs on investment goods should be shown as part of
trade in goods while other repairs should be classified as
service items. The 1968 SNA did not make this distinction.
The BPM, on practical grounds, however, includes the
value of all repairs as part of trade in goods.
Refinement of the classification of international
transactions in ervices inorder to identify separately
services, income flows, transfers
Reference: chapter XIV , paragraphs 14.94 to I 4.124
98. The fifth edition of the BPM, includes an expanded classi-
fication of international transactions in services, including
financial and communication services. This BPM classifi-
cation of services is compatible with the distinction made
in the SNA between services on the one hand and income
and transfer flows on the other. The details of the expanded
classification are generally consistent with the CPC, which
is the product classification used in the SNA. This implies
no change in the SNA, but does constitute a change be-
tween the fourth and fifth edition of the BPM.
Valuation of total imports of goods f.o.b. values and
imports by product groups in c.i.f. values
Reference: chapter XIV , Pü?Eraphs 14.36 to I 4.43
99. The 1993 SNA, in conformity with the fifth edition of the
BPM, values total imports of goods on an f.o.b. basis, i.e.,
excluding the cost of insurance and freight after the goods
have left the frontier of the exporting country. Thus, the
1993 SNA includes the transport and insurance services
provided by non-residents after the goods have left the
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frontier as imports of services. Since, as a rule, for the de-
tailed analysis of imports of goods in supply and use and
input-output ables it is not possible to obtain f.o.b. values
for each category of imported goods, a global adjustment
has to be made in the supply and disposition estimates in
order to adjust he c.i.f. total of imports to a f.o.b. valuation.
The 1968 SNA always valued imports ofgoods in c.i.f. val-
ues, i.e., including the qost of insurance and freight s€rv-
ices provided by residents or non-residents. Consequently,
the 1968 SNA did not record the transport and insurance
services provided by non-residents on imported goods as
imports of services, and imputed an export of services cor-
responding to transport and insurance services provided by
residents on imported goods. These two distortions have
disappeared in the 1993 SNA.
Sole use of the national concept of
fina I consumption (expenditure)
Reference: chapter IX, paragraphs 9.70 and 9.71
100. The 1993 SNA no longer makes a distinction between final
consumption on a domestic and national basis. As a conse-
quence, in principle it would no longer separately identify
direct purchases in the domestic market by non-resident
households which are exports of goods and services and
resident households expenditures abroad which are im-
ports of goods and services within the classification of in-
ternational transactions in services as did the 1968 SNA.
Nevertheless, as these direct purchases cannot readily be
identified as specific types of goods and services, they re-
main treated as separate adjustment items in the supply and
use table or input-output ables which comprise various
types of goods and services that are lumped together as
"travel" in the BPM. The 1968 SNA showed private final
consumption expenditure as derived from final consump-
tion of households in the domestic market first, and then
adjusted it to a national basis by deducting direct purchases
in the domestic market by non-resident households and
adding resident household expenditures abroad.
Separate identif ication ofdirect foreign investments and
the recording of reinvested earnings on directforeign
investment
Reference: chapter VII, paragraphs 7.122 to 7 .125;
chapter XI, paragraph I 1 . 101 ; chapter XIII , paragraph
13.87; chapter XIV, paragraphs 1 4.123 and 14.15 I to
t4.ts4
101. The 1993 SNA recommends that the total and major sub-
components of direct investment be shown as a memoran-
dum item to the relevant financial instruments in the finan-
cial account and in the balance sheet.
102. The 1993 SNA, in conformity with the fifth edition of the
Balance of Payments Manual, includes the international
flows of reinvested earnings attributable to direct investors
(D.43) as part of the property income flow (D.4) in the ex-
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ternal and corresponding domestic sector accounts. A con-
tra-entry, equal and with opposite sign, is included in the
financial account, under the item called "shares and other
equity" (AF.s). Direct investment is defined as in the fifth
edition of the Balance of Payments Manual and in the
OECD Detailed Benchmark Delinition of Foreign Di-
rect Investment.
Treatment of write-off of bad debts and expropriation of
propertywithout compensation as other changes in
volume of assets
Reference: chapter XII, paragraphs 12.37 to 12.39;
and 12.50
103. The 1993 SNA, in conformity with the fifth edition of the
BPM, treats the write-off of bad debt and expropriation of
property without compensation as "other volume
changes". These actions affect outstanding claims in the
balance sheets but they are not transactions to be included
in the capital and financial accounts. In contrast, when the
cancellation of a debt involves a voluntary, contractual ar-
rangement (debt forgiveness) between the parties con-
cerned, it is considered a financial transaction and the off-
setting entry to the reduction in debt should be treated as a
capital transfer. The 1968 SNA treated the write-off of bad
" debts, etc. as transactions recorded in the second part of the
capital finance account with an offsetting entry reflected
under current transfers.
Recording of reclassification f commodity gold to
monetary gold and vice versa and the allocation/
cancel lat ion ofSDRs as other changes in volume
of assets
Reference: chapter XIo paragraphs I l.63 to 1 1.68;
chapter XII, paragraph 12.59
104. The 1993 SNA treats gold monetizationldemonetization i
the same way as the fifth edition of BPM, that is, as entries
in the other changes in the Volume of Assets Account. The:
1968 SNA treated these transactions as exports and imports
in the merchandise trade account and did not deal with
SDRs because, at that time, SDRs were not in existence.
The fifth edition of the BPM incorporates the same treat-
ment as the 1993 SNA, in contrast to the inclusion of
monetization/demonetization f gold and the allocation
and cancellation of SDRs among balance of payments
transactions in the fourth edition.
Incorporation ofexplicit guidelines for exchange rate
conversion
Reference: chapter XIV, paragraphs I 4.77 to 14.84
105. According to both the I 993 SNA and the fifth edition of the
Balance of Payments Manual, the exchange rate to be
used for conversion from one currency into another is the
rate prevailing at the transaction date, or if that is not avail-
able, the average rate for the shortest period applicable.
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The midpoint between buying and selling rates should be
used, and the difference between that rate and the buying
or selling rate is to be classified as a financial auxiliary
service charge. In the case of multiple exchange rates that
are the result of official exchange rate policies, the net pro-
ceeds accruing to the authorities as a result of transactions
involving these multiple rates should be treated as implicit
taxes or subsidies. These taxes or subsidies are calculated
for each transaction as the difference between the value of
the transaction at the actual exchange rate and a "unitary
rate" which is calculated as the weighted average of all
transactions in the external account. The implicit ta<es ap-
pear as global adjustments in the external accounts with
counterpart items in the central bank or government ac-
counts. The 1968 SNA did not provide any explicit guide-
lines for conversion of transactions and/or treatment of
revenues obtained from the spread between buying and
selling rates of foreign currency nor for the case of multiple
exchange rates.
9. Price and volume measures and introduction
of real income measures
Introduction f new c0ncept of real national disposable
income into the System
Reference: chapter XVI, paragraphs 16.15l to 16.16l
106. The 1993 SNA incorporates the calculation oftrading gains
and losses from changes in the terms of trade as an integral
part of the System. These gains and losses are added to
GDP at constant prices to derive real GDP. In the calcula-
tion of gains and losses from changes in the terms of trade,
the 1993 SNA suggests that, if there is uncertainty about
what numeraire index to select to deflate the current trade
balance, the arithmetic average of price indexes for exports
and imports should be used.
107. The 1993 SNA includes net national disposable income in
real terms and derives it sequentially from GDP in constant
prices in two alternative ways. The recommended method
is to calculate, first, real GDP as described above and then
calculate real net national disposable income by using the
price deflator for gross national final expenditures (final
consumption expenditure plus gross capital formation) to
convert net primary incomes and current transfers from
abroad to real terms. However, the System recognizes that
there is no unique way of defining income aggregates in
real terms ffid, therefore, suggests an alternative method of
deflation where all net current receipts from abroad includ-
ing exports minus imports, primary incomes and current
transfers are deflated by a single deflator, i.e., the implicit
deflator for net national final expenditures.
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Retain ominal interest as the SNA concept
Reference: chapter VII, paragraphs 7. 109 to 7 .l I I ;
chapter XII, paragraphs 12.77 to 12.81
108. The 1993 SNA, as did the 1968 SNA, measures interest
flows in the allocation of primary income account of the
System in nominal terms. However, as the revaluation
accounts present holding gains/losses on all assets and li-
abilities that are denominated in monetary terms and
make a distinction between nominal, neutral and real
holding gains/losses, users can adjust nominal interest
flows to arriv e atreal interest flows. (An annex to chapter
XIX includes a parallel treatment of interest under sig-
nificant inflation.)
Price and volume measurements
Reference: chapter XVI, paragraphs 16.14 to 16.59
109. The 1993 SNA is more flexible with regard to the choice of
index number to calculate price and volume measures for
GDP and other aggregates. The best single measure of
changes in the volume of GDP is considered to be an annual
volume chain index for GDP which can also be used to gen-
erate value series by extrapolating GDP in the base year.
However, chain indices do not generate series for intelre-
lated aggregates that are additively consistent, and it is,
therefore, recommended that Laspeyres volume indices on
a fixed base year should also be calculated so that additive
time series of values at the constant prices of the base year
can also be shown. Such Laspeyres volume indices have
nevertheless to be rebased every five years or so, and at
least every ten years. The 1968 SNA did not recommend
the use of chain indices.
International comparisons ofprices and volumes
Reference: chapter XVI, paragraphs I 6.82 to 16.84
I10. The 1993 SNA recommends that comparisons of the vol-
ume of GDP, or GDP per capita, between countries should
be based on international volume indices that use the same
kinds of methodology as intertemporal price and volume
measures. For this purpose, currencies have to be con-
verted at purchasing power parities (PPPs). However, it is
recognized that it is more difficult to make reliable price
comparisons between countries than between time periods
in the same country, ffid that the construction of a set of
transitive multilateral volume indices for a group of coun-
tries may create further problems. The 1968 SNA did not
;;il:O.r 
the use of PPPs to make international compari-
Changes from the 1968 System ofNational Accounts
The treatment of quality differences
Reference: chapter XVI, paragraphs 16.105 to l6.117
I I 1. The 1993 SNA recommends that most goods or services
that are sold at different prices should be treated as differ-
ent products or, at least, different qualities of the same
product when compiling price indices. However, when
purchasers are not free to choose because of rationing, lack
of information or price discrimination, identical products
sold at different prices must be recognized as having the
same quality and their prices must be averaged to obtain a
single price relative in calculating price indexes.
Use of representative structures incompiling price
indices for unique products
Refer enc e: chapter XVI, paragraph 16 .125
ll2. The 1993 SNA recommends that price indexes for unique
structures should be based on a limited number of repre-
sentative structures that should be selected and carefully
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defined. Experts in the field are then requested to make es-
timates of what it would cost to build these structures in
successive years. The 1968 SNA did not include any guid-
ance on the calculation of price indices for unique prod-
ucts.
Measurement ofthe real output of non-market services
should be based whenever possible on output indicators
Reference: chapter XVI, paragräphs 16.133 to 16.14l
I 13. The 1993 SNA stresses that valuing the output of non-rrär-
ket producers as the sum of costs does not mean that their
output cannot be distinguished from the inputs used to pro-
duce them. Volume movements for non-market output
should therefore be based on output and not input indica-
tors, whenever possible. Adjustments hould also be made
for changes in quality. The 1968 SNA gave very little guid-
ance on the measurement of the real output of these non-
market services.

Annexll
Relationship 0f the rest of the world account
to the balance of payments accounts
and the international i vestment position
l. lntroduction
l. The balance of puytn.nts accounts and related data on
the international investment position (stocks of external
financial assets and liabilities) are closely linked to the
overall System ofNational Accounts. This linkage is re-
inforced by the fact that, in most countries, data on the
balance of payments and international investment posi-
tion are compiled first, and subsequently incorporated
in relevant external account components of the rest of
the world account ofthe System. There is virtually com-
plete concordance between the SNA and the Balance of
Payments Manual (the Manual) with respect to such is-
sues as the delineation of resident units (either produc-
ers or consumers), valuation of transactions and of the
stock of external assets and liabilities, time of recording
of transactions, conversion procedures, coverage of in-
ternational transactions in goods and services, income
flows, current transfers, capital transfers, foreign finan-
cial assets and liabilities, and coverage of the interna-
tional investment position. There are, however, differ-
ences in classification or level of detail in the rest of the
world account and the Manual. These reflect, inter alia,
differences in analytical requirements and the need, in
the SNA, to adopt a uniform classification scheme for
all sectors ofthe economy. The bulk ofthe discussion in
this annex will focus on the relationship between aggre-
gates and details contained in the rest of the world ac-
count and corresponding items in the Manual.
2. Resident units
2.The SNA and the Manual identify resident producers and
consumers in an identical fashion. In the Manual, chapter
IV on residence is entirely consistent with chapter XIV of
the SNA. Both systems identify resident units by invoking
the concept of the centre of economic interest and the defi-
nition of economic territory. (These definitions are elabo-
rated in earlier chapters.)
3. Valuation
3. The SNA and the Manual use market price as the primary
basis of valuation. In transaction accounts, market price
valuation refers to the actual price agreed upon by transac-
tors (i.e., the amount hat a willing buyer pays to acquire
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something from a willing seller when the exchange is one
between independent parties and one into which nothing
but commercial considerations enter). Chapter V of the
Manual notes the need to apply market price proxies or
equivalents in situations in which a market price in its lit-
eral sense cannot be determined (e.9., the possible case of
transfer pricing that significantly distorts measurement in
resource transfers between affiliated enterprises, barter
transactions, grants in kind, etc.). In balance sheet accounts
affecting external claims and liabilities, both systems ad-
vocate the use of end-of-period market (current) prices or
proxies thereof.
4. Time of recording
4. In the SNA and the balance of payments, the "time of re-
cording" for transactions is the same as that for accrual ac-
counting (i.e., when economic value is created, trans-
formed, exchanged, transferred, or extinguished). Claims
and liabilities are deemed to arise when there is a change in
ownership. Both systems essentially adopt an identical ap-
plication of the accrual basis in the case of specific catego-
ries oftransactions. Thus, for example, exports and imports
of goods are, in principle, recorded on a change of owner-
ship basis, although in both systems specific exceptions are
noted with regard to goods under financial lease, goods
shipped between affiliated enterprises, goods for process-
ing, and goods underlying merchanting transactions. Serv-
ices are recorded when actually rendered-a time that often
coincides with the time at which the service is produced. In-
terest is recorded on an accrual basis; dividends are re-
corded as of the date they are payable. Reinvested earnings
on direct investment are recorded in the period in which the
earnings are generated. Transfers taxes, fines, etc.-that
are imposed by one party on another are recorded as of the
date of occurrence of the transaction that gives rise to the
liability to pay; other transfers are recorded at the time that
the resources to which they are offsets change ownership.
Transactions in financial claims and liabilities are recorded
on a change of ownership basis (i.e., when both the creditor
and debtor enter the claim and liability, respectively, on
their books). Chapter VI of the Manual provides a full dis-
cussion of the application of the accrual basis underlying
the balance of payments accounts.
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5. Gonversion procedures
5. Both systems employ consistent procedures for converting
transactions denominated in a variety of currencies or units
of account into the unit of account (usually the national cur-
rency) adopted for compiling the balance of payments
statement or the national accounts. Under a single €X-
change rate system, the SNA and the Manual suggest the
use of the market exchange rate prevailing at the time the
transaction takes place. This rate is defined as the midpoint
between buying and selling rates applicable to the transac-
tion or, alternatively, the average rate for the shortest pe-
riod applicable. When parallel markets are in existence, the
appropriate conversion rate is the rate (i.e., midpoint spot
rate) applying to foreign currencies purchased/sold in re-
spective parallel markets.
6. A system of multiple official exchange rates gives rise to
implicit tu<es and subsidies. The SNA recommends that
transactions be converted at the actual (multiple) rates ap-
plicable but that global adjustmsnfs---aeflecting the
arnount of taxes or subsidigs-bs shown in the rest of the
world account and counterpa,rt entries be made under capi-
tal transfers. Taxes and subsidies are calculated as the dif-
ference between the values of transactions at the actual
multiple rates applicable to specific transactions and their
values at a unitary rate, which is calculated as a we ighted
average of all official rates used for external transactions.
When multiple rates exist, the Manual suggests using
either a unitary rate or a principal rate, that is, the actual
(multiple) exchange rate that applies to the largest part of
external transactions.
7. As far as balance sheet items (stocks of external financial
assets and liabilities) are concerned, both systems suggest
the use, for conversion, of actual market exchange rates ap-
plicable to specific assets and liabilities on the date to
which the balance sheet relates.
6. Glassification and linkages
8. Although harmonization in terms of the coverage of ma-
jor aggregates{as been attained between both systems,
differences in levels of detail reflect differences in analyti-
cal requirements, the relative quantitative significance of
some items in international transactions, and constraints
imposed by the internal structures of the respective sys-
tems. Nonetheless, bridges can be constructed to derive
relevant national accounting flows and stocks from balance
of payments accounts and the international investment po-
sition.
9. In terms of transactions, the SNA distinguishes the follow-
ing accounts in respect of the rest of the world account (ex-
ternal transactions account): V.I: External account of
goods and services; V.II: External account of primary in-
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comes and current transfers; V.[I.l : Capital account, and
V.III.2: Financial account, which are components of V.III:
External accumulation accounts. In the Manual, the trans-
actions reflected in Accounts V.I and V.II are contained in
the current account component of the balance of payments
accounts, while those reflected in Account V.III.l are con-
tained in the capital account component of the capital and
financial account of the balance of payments. The flows re-
flected in V.III .2 are shown in the financial account com-
ponent "öf the capital and financial account. Account
V.III.3.l: Other changes in volume of assets, and Account
V.III.3.2: Revaluation account, are contained as separate
subdivisions of the international investment position state-
ment in the Manual. Thus, account V.I[.3.] corresponds
to the column for other adjustments in the international in-
vestment position, while Account V.III.3.2 corresponds to
the columns for valuation changes (i.e., price changes and
exchange rate changes) in the international investment po-
sition. Account V.IV: External assets and liabilities ac-
count, of the SNA is equivalent to the international invest-
ment position in the Manual; the international investment
position is that part of the national wealth statement repre-
senting the stock of external financial assets and liabilities.
Tables A.II.l to A.II.6 in this annex provide a reconcili-
ation between the categories shown in relevant external ac-
counts of the SNA and corresponding items in balance of
payments accounts and the international investment posi-
tion, Tables A.ll.7 to A.II.9 in this annex refer to the clas-
sification scheme underlying balance of payments ?.c-
counts and the international investment position statement
as they are reflected in the Manual. Items denoted with an
asterisk(*)are identified as additional details needed to per-
mit the derivation of relevant national accounting flows
from balance of payments and international investment po-
sition data.
10. As indicated in table A.II. l, SNA coverage of exports and
imports of goods and exports and imports of services is
identical to cov erage of corresponding items in the balance
of payments with the exception of the item "financial inter-
mediation charge indirectly measured". In the Manual this
service charge is included, under investment incoffio, as an
indistinguishable part of interest income. Also in the Man-
aal exports and imports of services are disaggregated in
considerable detail to meet analytical and policy needs for
such datanarticularly in the context of international ne-
gotiations in international trade in services within the
framework of the General Agreement on Tariffs and Trade
(GATT). The categories of services identified in the bal-
ance of payments are consistent with the Central Product
Classification (CPC) except for the items travel and gov-
ernment transactions, n.i.e., which have no counterparts in
the CPC.
Relation ofrest of the world account and balance ofpayments accounts
1 1. As for the external account for primary incomes and cur-
rent transfers, the relevant transactions are shown under the
categories l.B (income) and l.C (current transfers), in the
balance of payments. The coverage of compensation ofem-
ployees and property income in account V.II is virtually
identical with item l.B (income) ofthe Manual, exceptthat
the latter includes "financial intermediation charge indi-
rectly measured" indistinguishably under investment in-
come (interest). This treatment ip.Jhe Manual is predicated
on grounds of the practical diffiöulties inherent in deriving
a multiplicity of "reference" rates of interest and appropri-
ate asset/liability positions by sector, instrumen! currency,
and term structure in order to derive estimates of the im-
puted financiaf lintermediary service charge.
12. The major elements of the SNA capital account of the ex-
ternal accumulation accounts (Account V.m.l) are identi-
cal with the capital account component of the capital and
financial account of the balance of payments. Although the
balancing item, net lending lnet borrowing, in the capital
account of the SNA is not explicitly identified in the bal-
ance of payments, it nonetheless can be derived by adding
the current account balance and the balance of transactions
reflected in the capital account of the Manual.
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13. Coverage of the SNA financial account (Account V.nI.2)
is identical with the coverage of the financial account ofthe
capital and financial account in the balance of payments
(table A.II.4 of this annex), although the level of detail is
different. In the SNA, financial assets are classified primar-
ily by type of instrument. In the Manual, financial items
are qlassified primarily by function (i.e., direct investment,
portfo lio inve stment, other inve stmsnf-including ls41s-
and reserve assets). In addition to identifying Upes of fi-
nancial instruments (insurance technical reserves being an
exception), the Manual includes an abbreviated sector
breakdown (i.e., monetary authorities, general govern-
ment, banks, and other sectors) to furnish links with other
bodies of economic and financial statistics (e:g., money
and banking, government finance, international banking,
and external debt). Furthermore, to conform with the SNA,
the Manual states that entries in the financial account ofthe
balance of payments are recorded, in principle, on a net ba-
sis (i.e., increases less decreases in assets or liabilities).
However, gross recording is provided as supplementary in-
formation (e.g., in the case of drawings and repayrnents on
long-term loans).
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Tables. Reconciliation of the rest of the world account with the balance ofpayments accounts
Table A.ll.l. Account V.l External ccount of goods and services
SNA categories
Balance of payments standard components {items},
Conespond to additional details, and aggregateq
5M
-
Uses Credit
P.6 Exports of goods and services
P.6l Exports of goods
P.62 Exports of services
Item l.A.a and l.A.b.1-l l, äs noted below
Item l.A.a goods
Sum of items l.A.b.l-11 services plus items 1.8.2.2.2.1.1
and 1.8.2.3.1 financial intermediation chdrge indirectly
measured.
Resources Debit
P.7 Imports of goods and services -Iterns l.A.e a'nal 1.4..b.1-ll, as noted below
P.ll Imports of goods Itern l.A.a goods
P.72 Imports of services Sum of items l.a.b.l-ll services plus items 1.8.2.2.2.1.1
and 1.8.2.3.1 financial inüermediation charge indirectly
measured.
B.l 1 External balance of goods
and sentices
Item l.A
Relation of rest of the world account and balance of payments accounts
Table A.ll.2. Account V.ll: External account of primary incomes and current ransfers
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Balance ofpayments standard components (items),
Correspond to additional details, and aggregatesSNA categories
-
Uses Credit' -
D.l Compensation of employees
D.29 Other taxes on production
D.39 Other subsidies on production
D.4 perty income
D.5 Current taxes on incoffi€,
wealth, etc.
D.61 Social contributions
D.62 Social benefits
D.7 Other current transfers
D.8 Adjustment for the change in net
equity of households in pension funds*
Item l.B.l compensation of employees
' Item l.C.l.2 other taxes on production
Item l.C.l.3 other subsidies on production
Item 1.8.2 investment income minus items 1.8.2.2.2.1.1
i ,. : ,and L.8.2.3.1 financial intermediation charge indirectly
measured.
Item l.C.l .l current taxes on incoffio, wealth, etc.
Item 1.C.1.4 social contribution
Item 1.C.2.2.5 social benefits
Item 1.C.2.1 workers' remittances plus item 1.C.1.6 other
current transfers of general government plus item
1.C.2.2.6 other culTent transfers of other sectors.
Resources Debit
D.I Compensation of employees Itern I .B.I compensation of employees
D.29 Other taxes on production Item 1.C.2.2.2 other" taxes on production
D.39 Other subsidies on production lrem 1.C.2.2.3 other subsidies on production
D.4 Property income Itern 1.B.2 inyestment income minus items L8.2.2.2.1.1
and 1.8.2.3.1 financial intermediation charge indirectly
measured.
D.5 Current taxes on income, wealth, etc. Item 1.C.2.2.1 current taxes on income, wealth etc.
D.6l Social contributions ltem LC.2.2.4 social contributions
D.62 Social benefits Item 1.C.1.5 social benefits
D.7 Other current transfers Item 1.C.2.1 workers'remittances plus item l.Gl.6 other
current transfers of general govemment plus item
1.C.2.2.6 other current transfers of other sectors.
B.l2 Current external balance Item l. current account
*Item D.8 is not included in the current account in the balance of
payments, nor are the receipts of pensions from, or net contributions
to, (funded) pension funds.
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Table A" 11.3. Account V.lll.1: Capital account (of Account V.lll: External ccumulation accounts)
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SNA categories
Balance ofpayment standard components {items},
Correspond to additional details, and aggregates
-
Changes in assets Transactions in assets
K.2 Acquisitions less disposals of
non-produced non-financial assets
Item 2.A.2 acquisition/disposal of
non-produced non-financial assets
8.9 Net lending (+)/net borrowing 0 Item l. current account balance plus item 2.A capital
account balance
Changes in liabilities and net worth Transactions in liabilities
B.l2 Current external balance
P.g Capital transfers receivable
D.9 Capital transfers payable
Item l. current account
Item 2.A.1 capital transfers
Item 2.A.1 capital transfers
B ro' 
il;"::: ,:äiä';:X;:e 
to saving Item l. current account balance plus
item 2.A.1 net capital transfers
Relation of rest of the world account and balance of payments accounts
Table All.f. Account V.lll.2: Financial ccount {of Account V.lll: External ccumulation accounts}
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SNA categories Correspond to
-
Balance ofpayments standard components (items),
additional details, and aggregates
Changes in assets Transactions in assets
F . l Monetary gold and SDRs Sum of items 2.8.4.1 monetary gold and 2.8.4.2 special
drawing rights
F.2 Curren^cy and deposits Sum of items 2.8.3.1.3 curency and deposits (part of
other investment) and 2.8.4.3.1 deposits (part of reserve
position in the Fund), 2.8.4.4.1 currency and deposits
(part of foreign exchange), and 2.8.4.5.1 currency and
deposits (part of other reserve claims)
F.3 Securities other than shares Sum of items 2.8.2.1.2 debt securities (part of portfolio
investment), 2.8.4.4.2.2 bonds and notes Gart of foreign
exchange), 2.8.4.4.2.3 money market instruments and
financial derivatives (part of foreign exchange),
2.8.4.5.2.2 debt securities (part of other reserve claims),
2.8.1.2.3.1.1 debt securities issued by direct investors
(part of direct investment in the reporting economy), and
2.8.1.1.3.1.1 debt securities issued by affiliated
enterprises (part of direct investment abroad)
and 2.8.4.3.2 loans (part of reserve position in the Fund)
F.4
F.5 Shares and other equity Sum of items 2.B.l.l.l.l equity capital: claims on
affiliated enterprises (part of direct investment abroad),
2.8.1.1.2 reinvested earnings (part of direct investment
abroad), 2.8.1.2.1.1 equity capital: claims on direct
investors (part of direct investment in the reporting
economy), 2.8.2.1.1 equity securities (part of portfolio
investment), and 2.8.4.4.2.1 and 2.8.4.5.2.1 equities (part
of reserve assetso foreign exchange, and other claims)
F.6 Insurance technical reserves Sum of items 2.B.3.1.4.4.1.1 net equity of households in
life insurance reserves and in pension funds and
2.8 .3 .1 .4 .1 .  1 .  1 ,  2 .8 .3 .1 .4 .2 .1 .  l ,  2 .8 .3 .1 .4 .3 .  l .  l ,  and
2.8.3.1.4.4.1.2 prepayments of premiums and reserves
against outstanding claims (all part of other investment)
F.7 Other accounts receivable Sum of items 2.B.1.1.3 .1.2 other claims on affiliated
enterprises (part of direct investment abroad),
2.8.1.2.3.1.2 other claims on direct investors (part of
direct investment in the reporting economy),2.8.3.1.1
trade credits (part of other investment) and 2.8.3.1.4,
other assets minus items 2.8.3.1.4.4.1.1, net equity of
households in life insurance reseryes and in pension
funds ,  and 2 .8 .3 .1 .4 .1 .  l .  l ,  2 .8 .3 .1 .4 .2 .1  .  l ,  2 .8 .3 .1 .4 .2 .1 .  1 ,
2.8.3.1.4.3. 1 1, and 2.8.3.1.4.4.1.2 prepayments of
premiums and reserves against outstanding claims (all
part of other investment)
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Table A.ll.4. Account V.lll.2: Financial ccount (of Account V.lll: External ccumulation accountsl (cont)
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SNA categories Correspond to
Balance ofpayments standard components (items),
additional details, and aggregates
Changes in liabilities and net worth Transactions in liabilities
F.2 Currency and deposits Item 2.8.3.2.3 currency and deposits
F.3 Securities other than shares Item 2.8.1.1.3.2.1 debt securities issued by direct
investor plus item 2.8.1.2.3.2.1 debt securities issued by
affiliated enterprises plus item 2.8.2.2.2 debt securities
(part of portfolio investment)
F.4 Item 2.8.3.2.2 loans
F.5 Shares and other equity Sum of items 2.B.1.1.1.2 equity capital: liabilities to
affiliated enterprises (part of direct investment abroad),
item 2.8.1.2.L 2 equity capital: liabilities to direct
investors (part of direct investment in the reporting
economy), item 2.8.1.2.2.2 reinvested earnings (part of
direct investment in the reporting economy), and item
2.8.2.2.1 equity securities (part of portfolio investment)
F.6 Insurance technical reserves Sum of items 2.8.3 .2.4.4.1.1 net equity of households in
life insurance reseryes and in pension funds and
2.8.3.2.4.4.1.2 prepayments of premiums and reserves
against outstanding claims
F.',l Other accounts payable Sum of items 2.B.1.1.3 .2.2 other liabilities of direct
investors (part of direct investment abroad), 2.8.1.2.3.2.2
other liabilities to direct investors (part of direct
investment in the reporting economy), item 2-B-3-2.1
trade credits (part of other investment), and item
2.8.3.2.4 other liabilities minus items 2.8.3.2.4.4.1.1 net
equity of households in life insurance reserves and in
pension funds, and 2.8.3.2.4.4.1.2 prepayments of
premiums and reserves against outstanding claims (all
prtt 
"f 
othet tt"esmed
8.9 Net lending (+)/net borrowins O
Relation of rest of the world account and balance ofpayments accounts
Table A.ll.5. Account V.lll.3: 0ther changes in asset accounts
Account V.l l l .3.l:  0ther changes in volume of assets account
SNA Categories
International investment position standard components
Correspond to and additional details
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-
Changes in assets Changes in assets
K.7 Catastrophic losses
K.8 Uncompensated seizures
K.l0 Other volume changes in financial
assets and liabilities, n.e.c.
K.lz Changes in classifications and
structure
Catastrophic losses (part of other adjustments)
Uncompensated seizures (part of other adjustments)
Other volume changes (part of other adjustments)
Change in classifications and structure (part of
other adjustments)
Changes in liabilities and net worth Changes in liabilities
K.7 Catastrophic losses
K.l2 Changes in classifications
and structure
Catastrophic losses (part of other adjustments)
Changes in classifications and structure (part of other
adjustments)
8.10.2 Changes in net worth due to other
changes in volume of assets
Account V.l l l .3.2: Revaluation Account
SNA Categories
Changes in assets
International investment position standard components
Correspond to and additional details
-
Changes in assets
K.ll Nominal holding gains/ Sum of entries in the columns forpriCe and
losses in financial assets exchange rate changes
K.l l.l Neutral holding gainVlosses Sum of entries in the columns for neutral holding
in financial assets gains/losses
K.l1.2 Real holding gains/losses Sum of entries in the columns for real holding
in financial assets gains/losses
Changes in liabilities and net worth Changes in liabilities
K.l l Nominal holding gains/losses Srqn of entries in the columns for price and exchange
in liabilities rate changes
K.l I . I Neutral holding gains/losses Sum of entries in the columns for neutral holding
in liabilities gains/losses in liabilities
K.l1.2 Real holding gainVlosses Sum of entries in the columns for real holding
in liabilities gainVlosses in liabilities
8.10.3 Changes in net worth due to
nominal holding gains/lo,s.se.t
B.10.31 Changes in net worth due to
neutral holding gains/lo,sse^t
B.10.32 Changes in net worth due to
real holdings gains/lo,s.re.s
Price and exchange rate changes in assets less
price and exchange rate changes in liabilities
Neutral holding gains/losses in assets less
neutral holding gainsllosses in liabilities
Real holding gains/losses in assets less real
holding gains/losses in liabilities
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Tabfe All.6. Account V.lV: External assets and liabilities
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Account V.lV.l: 0pening balance sheet
SNA categories Correspond to
International investment
and additional details
position standard components
Assets
AF Financial assets Sum of items A.1.1 .1 claims (equity capital and
reinvested earnings) on affiliated enterprises (part of
direct investment abroad), A.l.2.l claims (other capital)
on affiliated enterprises (part of direct investment
abroad), B.l.l.l claims (equity capital and reinvested
earnings (part of direct investment in the reporting
economy), B. 1.2.1 claims (other capital) on direct
investors (part of direct investment in the reporting
economy), A.2 portfolio investment, A.3 other
investment, and A.4 reserve assets
Liabilities
AF Liabilities Sum of items B. 1.1.2 liabilities (equity capital and
reinvested earnings) to direct investors (part of direct
investment in the reporting economy), B. 1.2.2 liabilities
(other capital) to direct investors (part of direct
investment in the reporting economy), A. 1.1.2 liabilities
(equity capital and reinvested earnings) to affiliated
enterprises (part of direct investment abroad), A.1.2.2
liabilities (other capital) to af;filiated enterprises (part of
direct investment abroad), 8.2 portfolio investment, and
8.3 other investment
8.90 Net worth
Account V.lV.2: Changes in balance sheet
SNA categories Correspond to
International investment position standard components
and additional details
AF Total changes in financial assets Surn of transactions, price and exchange rate changes,
and other adjustments in respect of the corresponding
international investment position items identified in
Account V.IV.I of the SNA
AF Total changes in liabilities Sumgf transactions, price and exchange rate changes,
and other adjustments in respect of coresponding
international investment position items identified in
Account V.IV.I of the SNA
B.l0 Changes in net worth, total @item A (assets) - total changes in item B(iabilities)
Account V.lV.3: Glosing balance sheet
SNA categories
International investment position standard components
and additional details
AF Liabilities
Correspond to
AF Financial assets ffiperiod values of corresponding items in
the international investment position and identified in
Account V.IV.I of the SNA
od value of coresponding items in the
international investment position and identified in
Account VI.V.I of the SNA
Relation of rest of the world account and balance ofpayments accounts
Table A.ll.7. Balance of payments: tandard components and additional details
l. Current account
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Credit Debit
A. Goods and
a. Goods
servlces
l. General merchandise
2. Goods for processing
3. Repairs on goods
4. Goods procured in ports by carriers
5. Non-monetary gold
5.1 Held as a store of value
5.2 Other
b. Services
l. Transportation
I .l Sea transport
l. l . l  Passenger
I .1.2 Freight
1.1.3 Other
1.2 Air transport
1.2.1 Passenger
1.2.2 Freight
1.2.3 Other
1.3 Other transport
1.3.1 Passenger
1.3.2 Freight
1.3.3 Other
2. Travel
2.1 Business
2.2 Personal I
3. Communications services
4. Construction services
5. Insurance services 2
6. Financial services
7. Computer and information services
8. Royalties and license fees
9. Other business services
9.1 Merchanting and other trade-related services
9.2 Operational leasing services
9.3 Miscellaneous business, professional, and technical services
10. Personal, cultural and recreational services
10.1 Audio-visual and related services
10.2 Other cultural and recreational services
I l. Government services, n.i.e.
B. Income
l Compensation of employees
2. Investment income
2.1 Direct investment
2.1.1 Income on equity
2.l.l.l Dividends and distributed branch profits 3
2.1.1.2 Reinvested earnings and undistributed branch profits 3
2.1.2 Income on debt (interest)
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Credit Debit
2.2 Portfolio investment
2.2.1 Income on equity (dividends)
2.2.2 Income on debt (interest)
2.2.2.1 Bonds and notes
2.2.2.1.1 Financial intermediation charge
indirectly measured*
2.2.2.1.2 Other interest
2.2.2.2 Money market instruments and financial derivatives
2.3 Other investment
2.3.1 Financial intermediation charge indirectly measured*
2.3.2 Other interest
2.3.3 fmputed income to households from net equity 
in life
insurance reserves and in pension funds*
C. Current transfers
1. General government
1.1 Current taxes on incoffio, wealth etc.*
1.2 Other taxes on production*
1.3 Other subsidies on production*
1.4 Social contributions*
1.5 Social benefits*
1.6 Other current transfers of general government*
2. Other sectors
2.1 Workers' remittances
2.2 Other transfers
2.2.1 Current taxes on incoffie, wealth, etc.*
2.2.2 Other taxes on production*
2.2.3 Other subsidies on production*
2.2.4 Social contributions*
2.2.5 Social benefits*
2.2.6 Other current transfers of other sectors*
XXX
XXX
X)(x
XXX
XXX
XXX
XXX
XXX
XXX
xX)(
2. Capital and financial account
A. Capital account
1. Capital transfers
l.l General government
1.1.1 Debt forgivgness
1.1.2 Other
1.2 Other
1.2.1 Migrants' transfers
1.2.2 Debt forgiveness
1.2.3 Other
2. Acquisitior/disposal of non-produced non financial assets
B. Financial account
t. Direct investment
1.1 Abroad
1.1.1 Equrty capital
l.l.l.l Claims on affiliated enterprises
I . 1.1.2 Liabilities to affiliated enterprises
1.1.2 Reinvested earnings
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1.1.3 Other capital
l.l.3.l Claims on affiliated enterprises
l.l.3.l.l Debt securities issued by affiliated
enterprises*
1.1.3 .1.2 Other claims on affiliated enterprises*
1.1.3.2 Liabilities to affiliated enterprises
1.1.3.2.1 Debt securities issued by direct investors*
1.1.3 .2.2 Other liabilities of direct investors
1.2 In reporting economy
1.2.1 Equity capital
l.2.l.l Claims on direct investors
1.2.1.2 Liabilities to direct investors
1.2.2 Reinvested earnings
1.2.3 Other capital
1.2.3.1 Claims on direct investors
1.2.3.1.1 Debt securities issued by
direct investors*
1.2.3.1.2 Other claims on direct investors*
1.2.3.2 Liabilities to direct investors
1.2.3.2.1 Debt securities issued by affiliated
enterprises*
1.2.3.2.2 Other liabilities to direct investors*
2. Portfolio investment
2.1 Assets
2.1.1 Equity securities
2.l.l.l Monetary authorities
2.1.1.2 General government
2.1.1.3 Banks
2.1.1.4 Other sectors
2.1.2 Debt securities
2.1.2.1 Bonds and notes
2.1.2.1.1 Monetary authorities
2.1.2.1.2 General government
2.1.2.1.3 Banks
2.1 .l .l .4 Other sectors
2.1.2.2 Money-market instruments
2.1.2.2.1 Monetary authorities
2.1.2.2.2 General government
2.1.2.2.3 Banks
2.1.2.2.4 Other sectors
2.1.2.3 Financial derivatives
2.1.2.3.1 Monetary authorities
2.1.2.3.2 General government
2.1.2.3.3 Banks
2.1.2.3.4 Other sectors
2.2 Liabilities
2.2.1 Equity securities
2.2.1.1 Banks
2.2.1.2 Other sectors
2.2.2 Debt securities
2.2.2.1 Bonds and notes
2.2.2.1.1 Monetary authorities
2.2.2.1.2 General government
2.2.2.1.3 Banks
2.2.2.1.4 Other sectors
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Credit Debit
2.2.2.2 Money-market instruments
2.2.2.2.1 Monetary authorities
2.2.2.2,2 General government
2.2.2.2.3 Bail*s
2.2.2.2.4 Other sectors
2.2.2.3 Financial derivatives
2.2.2.3.1 Banl<s
2.2.2.3.2 Other sectors
3. Other investment
3.1 Assets
3.1.1 Trade credits
3.l.l.l General govemment
3.l.l.l.l Long-term
3.1.1.1.2 Short-term
3.1.1.2 Other sectors
3.1.1.2.1 Long-term
3.1.1.2.2 Short-term
3.1.2 Loans
3.1.2.1 Monetary authorities
3.1.2.1.1 Long-term
3.1.2.1.2 Short-term
3.1.2.2 General govemment
3.1.2.2.1 Long-term
3.1.2.2.2 Short-term
3.1.2.3 Banks
3.1.2.3.1 Long-term
3.1.2.3.2 Short-term
3.1,2.4 Other sectors
3.1.2.4.1 Long-term
3.1.2.4.2 Short-term
3.1.3 Currency and deposits
3.1.3.1 Monetary authorities
3.1.3.2 General government
3.1.3.3 Banks
3.1.3.4 Other sectors
3.1.4 Other assets
3.1.4.1 Monetary authorities
3.1.4.1.1 Long-term
3.1.4.1.1.1 Prepayments of prerniums and reserves
against outstanding claims*
3.1.4.1.1.2 Other assets*
3.1.4.1.2 Short-term
3.1.4.2 General govemment
3.1.4.2.1 Long-term
3.1.4.2.2
3.1.4.3 Banks
3.1.4.3,1
3.1.4.2.1.1 Prepayments of premiums and reserves
against outstanding claims*
3.1.4.2.1.2 Other assets*
Short-term
Long-tenn
3.1.4.3.1 .l Prepayments Of premiums and reserves
against outstanding claims*
3.1.4.3.1.2 Other assets*
3.1.4.3.2 Short-tenn
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Credit Debit
3.1.4.4 Other sectors
3.1.4.4.1 Long-term
3.1.4.4.1.1 Net equity of households in life insurance
reserves and in pension firnds*
3.1.4.4.1.2 Prepayments of premiums and reserves
against outstanding olaims*
3.1.4.4.1.3 Other assets*
3.1.4.4.2 Shorr-term
3.2 Liabilities
3.2.1 Trade credits
3.2.1.1 General govemment
3.2.1.1.1 Long-term
3.2.1.1.2 Short-term
3.2.1.2 Other sectors
3.2.1.3.1 Long-term
3.2.1.3.2 Short-term
3.2.2 Loans
3.2.2.1 Monetary authorities
3.2.2.1.1 Use of Fund credit and loans from the Fund
3.2.2.1.2 Other long-term
3.2.2.1.3 Short-term
3.2.2.2 General government
3.2.2.2.1 Long-term
3.2.2.2.2 Short-term
3.2.2.3 Banks
3.2.2.3.1 Long-term
3.2.2.3.2 Short-term
3.2.2.4 Other sectors
3.2.2.4.1 Long-term
3.2.2.4.2 Short-term
3.2.3 Currency and deposits
3.2.3.1 Monetary authorities
3.2.3.2 Banks
3.2.4 Otherliabilities
3.2.4.1 Monetary authorities
3.2.4.1.1 Long-term
3.2.4.1.2 Short-term
3.2.4.2 General government
3.2.4.2.1 Long-term
3.2.4.2.2 Short-term
3.2.4.3 Banks
3.2.4.3.1 Long-term
3.2.4.3.2 Short-term
3.2.4.4 Other sectors
3.2.4.4.1 Long-term
3.2.4.4.1.1 Net equity of households in life insurance
reserves and in pension funds*
3.2.4.4.1.2 Prepayments of prerniums and reseryes
against outstanding claims*
3.2.4.4.1.3 Other liabilities*
3.2.4.4.2 Short-term
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Credit Debit
4. Reserve Assets
4.1 Monetary gold
4.2 Special drawing rights
4.3 Reserve position in the Fund
4.3.1 Deposits*
4.3.2 Loans*
4.4 Foreign Exchange
4.4.1 Cunency and deposits
4.4.1.1 With monetary authorities
4.4.1.2 With banks
4.4.2 Securities
4.4.2.1 Equities
4.4.2.2 Bonds and notes
4.4.2.3 Money-market instruments and financial derivatives
4.5 Other claims
4.5.1 Currency and deposits*
4.5.2 Securities*
4.5.2.1 Equities*
4.5.2.2 Debt securities* , :
* Details needed to reconcile with the classifications used in rest of the world account of the SNA.
I See table A.II.8 for components. 
'!\
2 Memorandum items: 5.1 Gross premiums 5.2 Gross claims.
3 If distributed branch profits are not identifie{ all branch profits are oonsidered to be distributed.
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1. Liabilities constituting foreign authorities' reserves
l.l Bonds and othe.r securities
l.l. I Monetary authorities
1.1.2 General government
1.1.3 Banks
1.1.4 Other sectors
1.2 Deposits
1.2.1 Monetary authorities
1.2.2 Banks
1.3 Other liabilities
1.3.1 Monetary authorities
1.3.2 General government
1.3.3 Banks
| .3.4 Other sectors
2. Exceptional financing transactions
2.1 Transfers
2.1.1 Debt forgiveness
2.1.2 Other intergovernmental grants
2.1.3 Grants received from Fund subsidy accounts
2.2 Direct investment
2.2.1 Investment associated with debt reduction
2.2.2 Other
2.3 Portfolio investment: borrowing by authorities or other sectors on authorities'bchalf-liabilities t
2.4 Other invostment-liabilities
2.4.1 Drawings on new loans by authorities or other sectors on authorities' behalf
2.4.2 Rescheduling of existing debt
2.4.3 Accumulation of arrears . '
2.4.3.1 Principal on short-term debt
2.4.3.2 Principal on long-term debt
2.4.3.3 Original interest
2.4.3.4 Penalty interest
2.4.4 Repayments of arrears
2.4.4.1 Principal
2.4.4.2 Interest
2.4.5 Rescheduling of arrears
2.4.5.1 Principal
2.4.5.2 Interest
2.4.6 Cancellatjon of anears
2.4.6.1 Principal
2.4.6.2 Interest
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3. Other transactions
3.1 Portfolio investment income
3. l. I Monetary authorities
3.1.2 General government
3.1.3 Banks
3.1.4 Other sectors
3.2 Other (than direct investmenQ income
3.2.1 Monetary authorities
3.2.2 General government
3.2.3 Banks
3.2.4 Other sectors
3.3 Other investment (liabilities)
3.3.1 Drawings on long-term trade credits
3.3.2 Repayments of long-term trade credits
3.3.3 Drawings on long-term loans
3.3.4 Repayments of long-tenn loans
4. Services sub-items
4.1 Travel (personal)
4.1.1 Health-related
4.1.2 Education-related
4.1.3 Other
4.2 Miscellaneous business, profersional, and technical sen'ices
4.2.1 Legal, accounting, managemcnt consulting, and public relations
4.2.2 Advertising, market r€search, and public opinion polling
4.2.3 Research and developrnent
4.2.4 Architectural, engineering, and other technical services
4.2.5 Agricultural, mining, and on+ite processing
4.2.6 Other
1 Specif sector involved and standard compone,nt in which tlre ite,m is incltrded.
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Changes in position due to:
Exchange
Position at Price rate 0ther
beginning changes changes adjust-
of year Transactions *a *b *a *b ments
Position
at end
of year
- r - - - - r
A. Assets
Direct investment abroad I
1.1 Equity capital and reinvested earnings
l.l.l Claims on affiliated enterprises
1.1.2 Liabilities to affiliated enterprises
1.2 Other capital
1.2.1 Claims on affiliated.enterprises
1.2.2 Liabilities to affiliated enterprises
Portfolio investment
2.1 Equity securities
2.1.1 Monetary authorities
2.1.2 General government
2.1.3 Banks
2.1.4 Other sectors
2.2 Debt securities
2.2.1 Bonds and notes
2.2.1.1 Monetary authorities
2.2.1.2 General government
2.2.1.3 Banks
2.2.I.4 Other sectors
2.2.2 Money-market instruments
2.2.2.1 Monetary authorities
2.2.2.2 General government
2.2.2.3 Banks
2.2.2.4 Other sectors
2.2.3 Financial derivatives
2.2.3.1 Monetary authorities
2.2.3.2 General government
2.2.3.3 Banks
2.2.3.4 Other sectors
Other investment
3. I Trade credits
3.1.1 General government
3. l . l . l  Long-term
3.1.1.2 Short-tenn
3.1.2 Other sectors
3.1.2.1 Long-term
3.1.2.2 Short-term
3.2 Loans
3.2.1 Monetary authorities
3.2.1.1 Long-term
3.2.1.2 Short-tenn
3.2.2 General government
3.2.2.1 Long-term
3.2.2.2 Short-terrn
l .
2.
3 .
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Changes in position due to:
Price
Exchange
rate OtherPosition at
beginning changes changes adjust-
of year Transactions *a *b *a *b ments
Position
at end
of year
- - - - - I -
3.2.3 Banks
3.2.3.1 Long-term
3.2.3.2 Short-term
3.2.4 Other sectors
3.2.4.1 Long-term
3.2.4.2 Short-term
3.3 Currency and deposits
3.3.1 Monetary authorities
3.3.2 General government
3.3.3 Banks
3.3.4 Other sectors
3.4 Other assets
3.4.1 Monetaryauthorities
3.4.1.1 Long-term
3.4.1.2 Short-term
3.4.2 Generalgovernment
3.4.2.1 Long-term
3.4.2.2 Short-term
3.4.3 Banks
3.4.3.1 Long-term
3.4.3.2 Short-term
3.4.4 Other sectors
3.4.4.1 Long-term
3.4.4.2 ' Short-term
4. Reserve assets
4.1 Monetary gold
4.2 Special drawing rights
4.3 Reserve position in the Fund
4.4 Foreign exchange
4.4.1 Currency and dePosits
4.4.1.1 With monetary authorities
4.4.1.2 With banks
4.4.2 Securities
4.4.2.1 Equities
4.4.2.2 Bonds and notes
4'4'2'3 Money-market instruments and financial derivatives
4.5 Other claims
B. Liabilities
l. Direct investment in reporting economy t
l.l Equity capital and reinvested earnings
l.l.l Claims on direct investors
1.1.2 Liabilities to direct investors
1.2 Other Capital
1.2.1 Claims on direct investors
1.2.2 Liabilities to direct investon
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Changes in position due to:
Exchange
Position at Price rate Other
beginning changes changes adjust-
of year Transactions *a *b *a *b ments
Position
at end
of year
- - r - I - I I I -
2. Portfolio Investment
2.1 Equity securities
2.1.1 Banks
2.1.2 Other sectors
2.2 Debt securities
2.2.1 Bonds and notes
2.2.1.1 Monetary authorities
2.2.1.2 General government
2.2.1.3 Banks
2.2.1.4 Other sectors
2.2.2 Money-market instruments
2.2.2.1 Monetary authorities
2.2.2.2 General government
2.2.2.3 Banks
2.2.2.4 Other sectors
2.2.3 Financial derivatives
2.2.3.1 Monetary authorities
2.2.3.2 General government
2.2.3.3 Banks
2.2.3.4 Other sectors
3. Other investment
3. I Trade credits
3.1.1 General government
3. l . l . l  Long-term
3.1.1.2 Short-tenn
3.1.2 Other sectors
3.1.2.1 Long-term
3.1.2.2 Short-tenn
3.2 Loans
3.2.1 Monetary authorities
3.2.1.1 Use of Fund credit and loans from the Fund
3.2.1.2 Other long-term
3.2.1.3 Short-tenn
3.2.2 General government
3.2.2.1 Long-term
3.2.2.2 Short-tenn
3.2.3 Banks
3.2.3.1 Long-tenn
3.2.3.2 Short-tenn
3.2.4 Other sectors
3.2.4.1 Long-term
3.2.4.2 Short term
3.3 Currency and deposits
3.3.1 Monetary authorities
3.3.2 Banks
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Changes in position due to:
Exchange
Position at Price rate Other
beginning changes changes adjust-
of year Transactions *a *b *a *b ments
Position
at end
of year
- - - - r -
3.4 Other liabilities
3.4.1 Monetary authorities
3.4.1.1 Long-terrn
3.4.1.2 Short-tenn
3.4.2 General government
3.4.2.1 Long-term
3.4.2.2 Short-tenn
3.4.3 Banks
3.4.3.1 Long-terrn
3.4.3.2 Short-terrn
3.4.4 Other sectors
3.4.4.1 Long-term
3.4.4.2 Short-tenn
* Details needed to reconcile with the classifications used in the rest of the world
account of the SNA (a : neutral holding gains/losses; b : real holding gainsÄosses).
I Because direct investment is classified primarily on a directional basis-
abroad under the heading "Assets" and in reporting economy under the heading
"Liabilities"<laimsÄiabilities breakdowns axe shown for the components of
each, although these sub-items do not strictly conform to the overall heading of
"Assets" and "Liabilities".
Annexlll
Financial intermediati0n services indirectly measured (nsrrrr)
1. The System recommends a single method of estimating the
value of the services provided by financial intermediaries
for which no explicit charges are made, known as the finan-
cial intermediation services indirectly measured (FISIM).
However two alternative methods of allocation ofFISIM to
users are permitted in the System; FISIM may either be al-
located to the industries and sectors of the total economy or
to a nominal industry and sector. The purpose of this annex
is to give, by means of a worked example drawing on the
same information included in the other tables in this man-
nual, a description of the alternative methods of allocation
and the consequences for the presentation of the accounts.
l. The value of FISIM
2. Interest is payable by borrowers and by lenders to resident
financial intermediaries and to the rest of the world. The
first part of table A.III. I in this annex gives illustrative data
for the flows involved. The value of FISIM is calculated as
the value of the property income receivable by financial in-
termediaries less the interest payable by them. In this ex-
ample it is assumed that all prop erty income other than in-
terest is earned on their own funds and no interest is earned
on their own funds. Thus the value of FISIM for the finan-
cial corporations is equal to the interest receivable ( 125)
less the interest payable (77), or 48.
3. In this example it is assumed that all financial intermedia-
tion by resident units is carried out by financial corpora-
tions. Though it is theoretically possible for unincorpo-
rated enterprises to undertake financial intermediation, the
volume of this output is likely to be small relative to that
undertaken by financial corporations.
4. If FISIM is allocated to the industries and sectors of the
economy, än allocation should also be made to non-resi-
dent borrowers and lenders. These allocations together ap-
pear as exports of FISIM in the rest of the world account.
Similarly, an element ofFISIM should be shown as payable
to non-resident financial corporations by resident borrow-
ers and lenders. Together, these elements should appear as
imports of FISIM in the rest of the world account. The
value of FISIM in respect of interest payments and receipts
with non-resident financial intermediaries cannot be calcu-
lated directly because information is not available on the
totality of all interest transactions by non-resident interme-
diaries including borrowing from and lending to non-resi-
dents. If an allocation of FISIM by institutional sector is
made, an estimate of imported FISIM should be made inde-
pendently. If FISIM is allocated only to a nominal sector,
it is not necessary to estimate imported FISIM.
2. The allocation of FISIM to institutional sectors
5. It is assumed that FISIM is purchased implicitly by borrow-
ers paying higher interest than would be necessary if
FISIM were charged for explicitly and by lenders receiving
lower interest than would be necessary if FISIM' were
charged for explicitly. The purpose of allocation of FISIM
by sectors and industries is to identify the purchase of these
services explicitly and to classify them as intermediate
consumption, final consumption expenditure or exports ac-
cording to which sector incurs the expenditure.
6. The first stage in the allocation of FISIM to sectors is to de-
termine the amount of FISIM earned by resident intenne-
diaries payable by borrowers and the amount payable by
lenders. In this example it is assumed that borrowers must
pay 19 and lenders 29 (total 48). These amounts must be al-
located to all institutional units borrowing from and lend-
ing to resident financial intermediaries. In this example it
is assumed that different rates of interest are applied to dif-
ferent classes of borrowers and lenders since, for example,
transactions with the household sector are assumed to be
more costly than similar transactions with general govern-
ment. The value of FISIM earned in relation to interest paid
to the rest of the world (20) and interest earned from the rest
of the world (3) is taken to be 2 and to relate only to bor-
rowers. The second part of table A.III.l shows the alloca-
tion of FISIM by sectors for both borrowers and lenders.
7. The third part of table A.III.l shows interest payable and
receivable after FISIM has been deducted from actual pay-
ables by borrowers and added to actual receivables by lend-
ers. The amount of interest receivable by resident financial
intermediaries is now by definition equal to the amount of
interest payable by them. It is this set of interest receivables
and payables that appears in the item "interest" in the allo-
cation of primary income account.
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Financial ntermediation services indirectly measured (FlSlM)
8. The value of FISIM produced by resident financial inter-
mediaries represents output (value 48) and that coming
from the rest ofthe world (value 2) represents imports. The
total supply of FISIM is thus 50.
9. The FISIM paid by non-resident borrowers (value 3) and
lenders (value I ) to resident financial intermediaries repre-
sents exports (total value 4). Payments by non-financial
corporations (value l8), NPISHs (value 3) and general
government (value 6) represent intermediate consumption.
In this example no FISIM is consumed by financial inter-
mediaries themselves, though inter-bank lending could
give rise to a non-zero allocation of FISIM to financial cor-
porations. Further, it is assumed that no interest paid by
households is in respect of their productive activities and
so all their consumption of FISIM(value l9) is treated as fi-
Output of FISIM
Output of general government
Output of NPISHs
Imports
Total supply
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nal consumption expenditure.
10. At this point the total demand for FISIMof 50 balances the
supply, but the calculations are not complete. Intermediate
consumption of non-financial corporations ( l8), financial
corporations (0) and households (0) subtract from the
amount of value added to be calculated. However, because
general government and NPISHs are non-market produc-
ers whose output is valued at cost, their intermediate con-
sumption increases the value of their output and also the
value of their final consumption expenditures by the same
amount (3 for NPISHs and 6 for general government). The
fourth and last part of table A.III.l shows the attribution of
expenditures arising out of the allocation of FISIM as fol-
lows:
Effects on non-market
Al locat ion f  FISIM producers Total
I
48
2
50
6
3
48
6
3
2
59
Intermediate consumption
Non-fi nancial corporations
Financial corporations
General government
Households
NPISHs
l 8
0
6
0
3
l 8
0
6
0
3
Final consumption expenditure
General government
Households
NPISHs
Exports
Total demand
l 9
4
50
6
t9
3
4
s9
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The effects on GDP are as follows:
Output of FISIM
Output of general government
Output of NPISHs
Less
Intermediate consumption
48
6
3
Final consumption expenditure
General government
Households
NPISHS
Exports
less
6
t 9
4
4
Non-financial corporations
Financial corporations
General government
Households
NPISHS
GDP
l 8
0
6
0
3
30
Imports
GDP 30
I 1 . Table A.III.2 shows these ntries in the format ofthe integrated
economic accounts. The entries for item D4l, Interest corre-
spond exactly to those shown in table 7.1 in chapter VII.
Other entries in table 2 show only part of the matching en-
tries in other tables in this manual and cannot be identified
explicitly elsewhere.
3. The allocation of FISIM to industries
12. The principles underlying the allocation of FISIM to sec-
tors generalize directly to an allocation to industries when
production accounts are compiled by industries, for oXärrl-
ple, in a supply and use table. For industries with market
output or output for own use valugd at market prices, the
allocation of FISIMIo that industry increases intermediate
consumption and decreases value added. For industries
with non-market output, the allocation of FISIM increases
both intermediate consumption and output but leaves value
added unchanged.
4. The allocation of FISIM to nominal sectors
13. Sometimes it may not be appropriate to allocate FISIMIo
using sectors. In such a case the whole of the value of the
output of FISIMis treated as the intermediate consumption
of a nominal sector with zero output and negative value
added equal in size but opposite in sign from the interme-
diate consumption. In total, the value added generated by
FISIMis exactly offset by the intermediate consumption of
the nominal unit and GDP is invariant to the size of FISIM
estimated. This device does, however, allow the output and
value added, and thus the production and generation of in-
come accounts, for the financial corporations sector to be
correctly measured.
14. In the allocation of primary income account, the entries
shown for interest are those of actual interest payable and
receivable. In this way the values of FlSlMpreviously iden-
tified as either intermediate consumption, final consump-
tion expenditure or exports remain included in the entries
for interest. Further, in this account an item consolidating
the entry of negative value added (and thus operating sur-
plus) in the nominal sector with that of financial corpora-
tions is shown so that the excess of interest receivable over
interest payable enters the balance of primary income for
that sector only once. For all sectors, the changes to the bal-
ancing items of balance of primary incomes, carry through
to disposable income and saving and ensure that the values
derived for saving are the same for each sector whether or
not FISIMis allocated bY sector.
15. Table A.III.3 shows the entries in the format of the inte-
grated economic accounts when FISIM is allocated to a
nominal sector. In the supply and use tables or other analy-
ses of the production accounts by industries, a nominal in-
dustry is shown with similar treatment as the nominal sec-
tor.
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AnnexlV
lntroduction
l. There are two types of insurance; life and non-life insur-
ance (see figure A.IV.I). Life insurance is an activity
whereby a policyholder makes regular payments to an in-
surer in return for which the insurer guarantees to provide
the policyholder with an agreed sum, or an annuity, at a
given date or earlier if the policyholder dies beforehand.
The sum may be fixed or may vary to reflect the income
earned from the investment of premiums during the period
for which the policy operates. In such cases, the terms
"with-profits" life insurance or endowment policy are gen-
erally used. Although the date and sum may be variable, a
claim is always paid in respect of a life policy. Non-life in-
surance covers all other risks; accidents, sickness, fire, etc.
A policy that provides a benefit in the case of death within
a given period but in no other circumstances, usually called
term insurance, is regarded as non-life insurance because
as with other non-life insuran oe, a claim is payable only if
a specified contingency occurs and not otherwise. In prac-
tice, because of the way in which insurance corporations
keep their accounts, it may not always be possible to sepa-
rate term insurance from other life insurance. In these cir-
cumstances, term insurance may have to be treated in the
same way as life insurance for purely practical reasons.
2. What the two types of insurance have in common is that
they both involve spreading risk. Insurers receive many
(relatively) small regular payments of premiums from poli-
cyholders and pay much larger sums to claimants when the
contingencies covered by the policy occur. For non-life in-
surance, the risks are spread over the whole population
which takes out the insurance policies. For example, an in-
surance corporation determines the premiums charged for
vehicle insurance in ayear by relating them to the amount
of claims it expects to pay on vehicle insurance in the same
year. Typically, the number of claimants is much smaller
than the number of policyholders. For an individual policy-
holder there is no relationship between the premiurns paid
and the claims received, even in the long run, but the insur-
The treatment 0f insurance, social insurance and pensions
ance corporation establishes such a relationship for every
class of non-life insurance on a yearly basis. For life insur-
ance, a relationship between premiums and claims over
time is important both to the policyholders and to the insur-
ance corporation. For someone taking out a life policy, the
benefits to be received are expected to be at least as great
as the premiums paid up till the benefit (claim) is due and
can be seen as a form of saving. The insurance corporation
must combine this aspect of a single policy with the actuar-
ial calculations about the insured population concerning
life expectancy and the risks of fatal accidents when deter-
mining the relationship between the levels of premiums
and benefits. Further, in the interval between the receipt of
premiums and the payment of claims, the insurance corpo-
ration earns investment income on the value of the premi-
ums received. This investment income also affects the lev-
els of premiums and benefits set by the insurance corpora-
tions.
3. Simply recording the actual premiums and claims paid in
the accounts of the System would not reflect the links be-
tween premiums and claims. Instead, some actual transac-
tions are decomposed and others are imputed in order to
bring out the underlying economic processes actually tak-
ing place. This annex attempts to bring together all the en-
tries in the accounts connected with insurance and explain
their interconnection.
4. Despite the similarity of the activity of life and non-life in-
surance, there are significant differences between them
which lead to different types of entries in the accounts of
the System. Further, in the System an important distinction
is made between social insurance schemes and other insur-
ance schemes which affects both life and non-life insur-
ance. Payments to social insurance schemes are described
in the System as contributions, rather than premiums, and
claims including pensions paid by the schemes are de-
scribed as benefits.
569
570System ofNational Accounts 1993
ct)
O
1t-J
-o
L-
FJ
O
CJ
.s
CJ
O
C./)
N
I
tt-
n
I
af,
ct
L
I
-t
trtt
t -
lr
ct)
ct)
E
cu
l-
c-)
a
ct)
CJ
l-
CO
l-
-
ct)
.s(J
O
a
E
co
cu(J
-
CO
l-
-
a
I
F
I
t-
I
I
....l-
ot
L
-
-t
ctt
l -
Ir
+
o
a a
-
a o
o ü )q b
6 'o -
öo
E O
ö ä
ä;-
( ' ) o
? t
€E
9 o
L- t-
E ö
o()
EEEEo
c .C  t s8Eg
o C ) ( t )
I  oE -Y o o -
! ] J  =
, = = a
Pg
o
c
.=
C a
- r ) o )
€ . =  1 1
ttl rr, .-
-z .- \.
= ' - , 1 -(f) /ri -
: u a t
nt ^-, v/
,-r- 14 (,t
v.t
b,3 E
! P  O + ,v r c a( U b R
P5;
. + ) a -
- -
J V
I
c
o
cäfi8
HE ä
- \ /
, o -|-
U'
c
.9
:f
-o
c
o()
G'6
o
a
;eeE:r( ü 0 ü ,
äf,E
i Eg
;€T
o
o
f
o-
E
a
c
.9
a =
b 'g
- - -+ t
l l c
o_o
- c )
L-
l uG
'6
o
o
o
o o
6 =
o).=
9 -
R.062
c t o
, ü o' =3
bP
> E
o o
loE
F +-,
o d
- l( Ü ö
> c
-o
o
=
L
o
-c
o
E
o
o
c
:t
rF
c
f
a
o
E
o
-c()
CD
o
(g
L(L
E
o
1)
c
5
IL
o
c
f
c
.9Cn
c
o
o-
a
f
o
E
o
c
o
it
f
at
c(U
-o
oC)
c(U
L
f
a
c
o()
(ü
L
J
a
(U
'6
o
a
o
o
o
c
=
$-
c
f
.=
L
f()
o
o
tr
C)
o
@ oC)
c c
$ ü o
d E
c o
'- o-
äg
-o
o
=
T
c
o
z
o
=
T
c
o
c
L-
o
-c
o
The treatment ofinsurance, social insurance and pensions
5. A social insurance scheme is one where the policyholder is
obliged or encouraged to insure against certain contingen-
cies by the intervention of a third party. For example, gov-
ernment may oblige all employees to participate in a social
security scheme; employers may make it a condition of em-
ployment that employees participate in an insurance
scheme specified by the employer; an employer may en-
courage employees to join a scheme by making contribu-
tions on behalf of the employee; or a trade union may ar-
range advantageous insurance cover available only to the
members of the trade union. Contributions to social insur-
ance schemes are usually paid by, or on behalf of employ-
ees, though under certain conditions non-employed or self-
employed persons may also be covered (see figure A.IV.2).
An insurance scheme is designated as a social insurance
scheme in the System:
(a) If the benefits received are conditional on participa-
tion in the scheme and are as described in the next
paragraphs; and
(b) At least one of the three conditions following is met:
(t) Participation in the scheme is compulsory
either by law or by the conditions of employ-
ment; or
(rt) The scheme is operated on behalf of a group and
restricted to group members; or
(iii) An employer makes a contribution to the
scheme on behalf of an employee.
6. Not all social benefits are provided by social insurance
schemes but however they are provided, the characteristics
of all social benefits can be described in the following gen-
eral terms. Social benefits may be provided in cash or in
kind. They become payable when certain events occur, or
certain conditions exist, that may adversely affect the wel-
fare of the households concerned either by imposing addi-
tional demands on their resources or reducing their in-
comes. There are six kinds of circumstances in which so-
cial benefits may be payable:
(a) The beneficiaries, or their dependants, require medi-
cal, dental or other treatment, or hospital, convales-
cent or long-term care, as a result of sickness, inju-
ries, maternity, chronic invalidity, old &ge, etc. The
social benefits are usually provided in kind in the
form of treatments or care provided free or at prices
which are not economically significant, or by reim-
bursing expenditures made by households. Social
benefits in cash may also be payable to beneficiaries
needing health care;
(ä) The beneficiaries have to support dependants of vari-
ous kinds-spouses, children, elderly relatives, inva-
lids, etc. The social benefits are usually paid in cash
in the form of regular dependants' or family allow-
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The social benefits are usually paid in cash regularly
for the duration of the condition. In some instances a
lump sum may be provided additionally or instead of
*n"::'äff],ä'JJ.'#ij;,T:LHff*::ff",l
(t) Voluntary or compulsory retirement;
(tr) Involuntary unemployment, including tempo-
rary lay-offs and short-time working;
(iii) Sickness, accidental injury, the birth of a child,
etc., that prevents a person from working, or
working full time;
(tv) The beneficiaries suffer a reduction in income
because of the death of the main income earner;
(v) The beneficiaries are provided with housing
either free or at prices which are not economi-
cally significant or by reimbursing expenditure
made by households. These are social benefits
in kind;
(vt) The beneficiaries are provided with allowances
to cover education expenses incurred on behalf
of themselves or their dependants: occasionally
education services may be provided in kind.
7. The above are typical circumstances in which social bene-
fits are payable. However, the list is illustrative rather than
exhaustive. It is possible, for example, that under some so-
cial insurance schemes other benefits may be payable.
Conversely, by no means all schemes provide benefits in
all the circumstances listed above. In practice, the scope of
social insurance schemes is liable to vary significantly
from country to country, or from scheme to scheme within
the same country.
8. It is convenient in this annex to refer to insurance other than
social insurance as other life or non-life insurance.
l. The units involved
9. The institutional units involved in other insurance are pre-
eminently insurance corporations. In principle it is possible
for another type ofenterprise to carry out insurance as a non-
principal activity, but usually the legal regulations sur-
rounding the conduct of insurance mean that a separate set
of accounts covering all aspects of the insurance activity
must be kept and thus in the System a separate institutional
uni! classified to the insurance corporations and pension
funds sub-sector, is identifiable. Sometimes government
may conduct other insurance activities, but again it is likely
that a separate unit can be identified. Having noted that ex-
ceptionally other sectors may be involved, in what follows
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it is assumed that all other insurance is carried out by in-
surance corporations, either resident or non-resident.
10. Social insurance schemes can be operated in a number of
ways. They are usually organized either by government for
the population at large (social security schemes), by em-
ployers on behalf of their employees and their dependants
or by others, for example a trade unionn on behalf of a speci-
fied group (both these cases are here called private social
insurance schemes).
I l. Private social insurance schemes may be arranged with an
insurance corporation as a group policy or series of policies
or they may be managed by the insurance corporation in re-
turn for a fee. Alternatively, the schemes may be managed
by an employer directly on his own behalf. Schemes 8r-
ranged via an insurance corporation are always funded.
Those managed by employers themselves may be funded or
unfunded. An unfunded scheme is one where there are no
identifiable reserves assigned for the payments of benefits.
In such cases, benefits are paid from the receipts of contri-
butions with any surplus or deficit going into, or being
drawn from, the scheme manager's other resources.
12. Cover other than for pensions may be provided via an in-
surance scheme or from an unfunded scheme. If an orn-
ployer manages his own scheme in respect of non-pension
cover, it is treated as unfunded because no reserves have to
be established as is the case for pensions. On the other
hand, employers not infrequently manage their own pen-
sion schemes. These may be funded or unfunded. Funded
schemes are divided into those that are autonomous, that is
they constitute separate institutional units operating on
their own behalf, classified in the insurance corporation
and pension fund sub-sector, and those where the funds are
segregated from the rest of the employers' own funds but
are not autonomous. These remain classified in the same in-
stitutional sector as the employer. In both these cases, the
funds are regarded in the System as being the property of
the beneficiaries of the schemes and not of the employers.
Schemes where the pension provisions are not even segre-
gated from the employers' own funds are regarded as un-
funded pension schemes. In this case there are no sepa-
rately identified funds to which the beneficiaries can lay
claim. Often an unfunded pension scheme will be non-cor-
tributory for the employees, but this is not invariably so.
13. Social security schemes may be either funded or unfunded.
Even where separate funds are identified, they remain the
property of the government and not of the beneficiaries of
the schemes. Schemes set up by government in respect of
their employees only are not included in social security
schemes but are treated in the same way as other employ-
ers' social insurance schemes.
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2. The measurement ofoutput of insurance coryotations
14. The output of insurance corporations covers the operation
of other life and non-life policies as well as those life and
non-life policies included in social insurance schemes op-
erated by insurance corporations. The output represents the
value of the service provided by insurance corporations in
arranging payments of claims and benefits in exchange for
the receipts of premiums and contributions.
15. For both life and non-life insurance, the total amount of
claims paid often exceeds the premiums receivable. This is
possible because the contingencies covered by the policies
do not occur, even for the whole population covered, in the
same period as the premiums are paid. Premiums are usu-
ally paid regularly, often at the start of an insurance period,
whereas claims fall due later, in the case of life insurance
many years later. In the time between the payment of pre-
mium being made and the claim being receivable, the sum
involved is at the disposal of the insurance corporation to
invest and earn income from it. The income thus earned al-
lows the insurance corporations to charge lower premiums
than would be the case otherwise. An adequate measure of
the service provided must take account of the size of this
income as well as the relative size of premiums and claims.
16. The income concerned comes from the investment of the
technical reserves of the insurance corporations, which are
assets of the policyholders, and does not include any in-
come from the investment of the insurance corporations'
own funds. The technical reserves of an insurance corpora-
tion consist of pre-paid premiums, reserves against out-
standing claims, actuarial reserves for life insurance and
reserves for with-profit insurance. For non-life insurance,
it is common for a premium to be payable at the start of a
period of cover although the premiums are only earned on
a continuous basis as the period passes. At any point before
the end of the period, the policyholder will have to pay to
the insurance corporation an amount relating to services to
be provided in the future. This is a form of credit extended
by the policyholder to the insurance corporation described
as pre-paid premiums. Similarly, although claims become
due for payment by the insurance corporation when the
contingency specified in the policy eventuates, they may
not be actually payable until some time later, often because
of negotiation about the amounts due. This is another simi-
lar form of credit, described as reserves against outstanding
claims. The claims involved may relate to either life or non-
life policies. The other two elements of insurance technical
reserves, actuarial reserves for life insurance and reserves
for with-profit insurance, relate only to life insurance.
They represent amounts set aside for payments of claims
and benefits in future which exceed the receipts of premi-
ums and contributions received to the current date.
The treatment of insurance, social insurance and pensions
17. Usually the technical reserves are invested in financial as-
sets and the income is in the form of property income (in-
terest and dividends). Sometimes, however, they may be
used to generate net operating surplus either in a separate
establishment or as a secondary activity. The most common
example is from real estate.
18. Some of the income from the investment of the technical
life reserves is explicitly attributed by the insurance corpo-
ration to the policyholders. In the System, all the income
from the investment of both life and non-life technical re-
serves, calculated separately, is shown as property income
attributed to policyholders and again as imputed life or
non-life premiums or contribution supplements, as appro-
priate, paid by the policyholder to the insurer. The output
of the insurance activity, which represents the service pro-
vided to policyholders, is calculated separately for life and
non-life insurance as:
(a) Total actual premiums or contributions earned;
(b) Plus total premium or contribution supplements;
(c) Less claims or benefits due;
(d) Less increases (plus decreases) in actuarial reserves
and reserves for with-profits insurance.
Each of these items should be measured excluding holding
gains and losses. If the data sources available do not ex-
clude these holding gains and losses, appropriate adjust-
ments must be made in calculating the value of the output.
3. The output of pension funds
19. The output of autonomous pension funds is calculated in a
manner analogous to that for life insurance. The fund gen-
erates income from the investment of its reserves which is
attributed to the policyholders who then pay a similar sum
back,fo the fund as an imputed contribution supplement.
The output of the fund is taken to be a service charge to the
beneficiaries equal to:
(a) Total actual contributions earned;
(b) Plus total imputed contribution supplements;
(c) Less benefits due;
(d) Less increases (plus decreases) in pension reserves.
As in the case of the output of insurance corporations, the
output of pension funds must exclude holding gains or
losses.
20. For non-autonomous pension funds, the costs of managing
the funds are included with the other elements of cost in the
enterprise's production account in the same way as the
costs of an ancillary activity. There is therefore no service
charge applied in this case and thus no output of the funds.
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The property income attributed to the beneficiaries in the
System is the same as that recorded in the funds and this
represents the size of the imputed contribution also.
2l . Obviously there is no output in respect of an unfunded pen-
sion scheme.
4. Property income attributed to policyholders/ beneficiaries
22. The value ofthe premium or contribution supplements paid
by the policyholders or beneficiaries is equal in total to the
entirety ofthe income earned by the insurance corporations
or pension funds by investing their technical or pension re-
serves. Although the income earned by the insurance cor-
poration may not all have been earned as property income,
when attributed to policyholders the whole amount is so re-
garded and appears as the item "property income attributed
to policyholders".
23. For other life insurance policies and all social insurance,
the beneficiaries are always households, though some may
be non-resident households, i.e., in the rest of the world.
For other non-life insurance, the property income must be
distributed across all policyholders. In principle the distri-
bution should be made according to the proportion of re-
serves attributed to the different classes of insurance and
policyholders, but in practice the usual method is to distrib-
ute the property income in proportion to the actual premi-
ums payable.
5. Net premiums/contributions and consumption of
insurance seruices
24.The actual premiums or contributions payable and the pre-
miums or contribution supplements are shown in the Sys-
tem divided between two types of transactions. The first is
the consumption or export of insurance services which in
total is equal to the value of the output of insurance (plus,
if appropriate, the value of imported insurance services).
The second is net premiums or contributions earned. Be-
cause of the way in which the value of the service output is
defined, net premiums for non-life insurance are equal in
total to claims. The relationship between net premiums and
claims for life insurance is discussed below.
25. Insurance services are consumed by those sectors (and the
rest of the world) that pay actual and imputed premiums
and contributions. Estimates of the value of consumption
by sector are made by allocating the total value of the serv-
ice in proportion to the actual premiums or contributions
payable. Estimates of net premiums and contributions are
then made by deducting the consumption of services from
the total actual premiums and contributions payable plus
the value of the imputed premiums and contribution sup-
plements.
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6. Insurance services provided to and from
the rest of the world
26. Resident insurance corporations frequently provide insur-
ance cover to households and enterprises in the rest of the
world, and resident households and enterprises may pur-
chase cover from insurance corporations in the rest of the
world. In principle, the property income attributed by resi-
dent insurance corporations to policyholders should in-
clude an allocation to policyholders in the rest of the world.
These non-resident policyholders would then also pay pre-
mium supplements to the resident insurance corporation.
Both these flows should in principle appear in the rest of
the world account, but because they are of equal size and in
opposite direction, there will be no net effect on the current
external balance. Similar considerations also apply to the
treatment of resident enterprises and households taking out
policies with non-resident insurers. They should receive
imputed property income from abroad and pay premiums
and supplements to abroad. Estimation of the size of these
flows is particularly difficult but again these items would
cancel in calculating the current external balance.
7. Reinsutance
27. Insurance corporations undertake insurance in two differ-
ent ways. The first of these is direct insurance with an in-
stitutional unit outside the insurance corporation and pen-
sion fund sub-sector. The second is reinsurance which is a
form of insurance that involves only institutional units
classified as insurance corporations and pension funds,
though one pa,rty to a transaction may be non-resident. This
practice somewhat complicates the recording of transac-
tions for the sub-sector.
28. Reinsurance transactions between resident insurance cor-
porations should be consolidated; non-life direct insurance
with non-life reinsurance corporations and life direct insur-
ance with life reinsurance corporations. In consequence,
the System records transactions between policyholders and
claimants on the one hand and the resident life and non-life
industries on the other without regard to the division within
the industry between direct insurance and reinsurance.
29. When reinsurance takes place between resident direct in-
surers and non-resident reinsurers or between non-resident
direct insurers and resident reinsurers, a complete consoli-
dation is inappropriate. However, rather than show all
flows of premiums, claims, commissions, etc., between di-
rect insurers and reinsurers, it is simpler and more compre-
hensible to consider that the reinsurers deliver a service to
direct insurers measured as the balance of all flows occur-
ring between the reinsurers and direct insurers. In princi-
ple, imports of reinsurance services are estimated as the
balance of all flows occuring between resident direct insur-
ers and non-resident reinsurers. These flows include pre-
miums ceded, investment income from technical reserves
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payable, commissions receivable, claims recovered and re-
insurers' share in the addition to technical reserves if rele-
vant. Exports of reinsurance services are similarly esti-
mated as the balance of all flows between resident reinsur-
ers and non-resident direct insurers. Apart from these two
flows, all insurance transactions in the rest of the world ac-
count refer to direct transactions only.
30. Imported reinsurance services appear as intermediate con-
sumption of resident direct insurers.
8. The recording of insurance transactions in the System
3 l. As explained above, the total of actual premiums (contri-
butions) and the supplements payable by policyholders are
decomposed into two elements, the part corresponding to
the consumption of the service provided by the insurance
corporations and net premiums. It follows that the entries
for insurance in the accounts of the System consist of two
types of transactions. The first set corresponds to the pro-
duction and consumption of insurance services. The sec-
ond set corresponds to the payments of net premiums (con-
tributions) and clairns (benefits). Except for other life in-
surance, &r equality is established in the accounts between
total net premiums and total claims for each type of insur-
ance. These transactions are thus essentially redistributive
and are mainly recorded in the secondary distribution of in-
come account as transfers.
32.Because the interaction ofthese two sets oftransactions can
seem complicated, the entries associated with the different
types of insurance schemes in the System are described in
turn below in ascending order of complexity. The first two
cases discussed are those of the social security schemes of
government and employers' unfunded schemes where no
insurance services are separately recorded. The next case
considered is the most familiar case of insurance, other
non-life insurance which covers accident, fire, vehicle,
etc., insurance. The next case described is for other life in-
surance. Lastly, the two cases of social insurance under pri-
vate funded schemes are described where more elaborate
recording of contributions and benefits is required.
33. In each description the type.of transactions and the sectors
involved are specified. The only exception is for imported
insurance services. Not to over-complicate the exposition,
the possibility of transactions with non-resident insurers is
not included explicitly below. It should be remembered
however, that every transaction with an insurance corpora-
tion could in principle be with a non-resident rather than
resident institutional unit in which case the transaction
should be recorded in the accounts for the rest of the world
rather than with the insurance corporation and pension
fund sub-sector.
The treatment of insurance, social insurance and pensions
Social security schemes of government
34. Most governments operate a social security scheme where
employees, the self-employed and occasionally oon-orn-
ployed persons make contributions. However, pensions
and other benefits are payable not only to those who have
contributed but also to others, for example, surviving
spouses and non-employed persons who have not contrib-
uted to the scheme. Contributions to the social security
scheme may be made directly by employees, the self- and
non-employed or on behalf of employees by employers.
The value of these latter payments are treated in the System
as part of compensation of employees, i.e., payable by em-
ployers to employees and then by employees to govern-
ment in addition to the contributions they make on their
own behalf as employees.
35. In the System flows are recorded as follows:
(a) Employers' social security contributions are shown
as payable by the sector in which the employer is lo-
cated and a receivable by households. The sector of
the employer may be any of non-financial corpora-
tions, financial corporations, general government (as
an employer), employer households, NPISHs or the
rest of the world (when a resident works for a non-
resident institutional unit). For resident employers
the payables are shown in the generation of income
account; payables by non-resident employers are
shown in the external account of primary incomes
and current transfers. Receivables by resident house-
holds are shown in the allocation of primary income
account and by non-resident households in the exter-
nal account of primary incomes and current transfers;
(b) In the secondary distribution of income account, em-
ployers' social security contributions and social se-
curity contributions by employees, self- and non-em-
ployed persons are shown as payable by households
and receivable by government. If the resident em-
ployee makes payment to a foreign government, the
payment is recorded in the external account of pri-
mary incomes and current transfers. Further, social
security benefits in cash payable to households are
shown as payable by government (or the rest of the
world if from a foreign government) and receivable
by households. Where non-resident households are
involved, the receivables are recorded in the external
account of primary incomes and current transfers. Al-
though not formally part of social insurance as de-
fined in the System social assistance benefits in cash
payable are also recorded in these accounts in a man-
ner parallel to those of social security benefits.
An example of these flows is shown in table A.IV.l.
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Unfunded schemes operated by employers
36. In this case, the flows are similar to those above but all
flows are between households and employers. The entries
to be recorded are the same whether the benefits involved
are pensions or other social benefits.
37 .In the System an employer operating an unfunded scheme
is regarded as making an imputed social contribution to the
scheme on behalf of the employees. This contribution
should be determined taking into account the composition
of the labour force of the employer and the commitment to
provide benefits in the future. In practice, however, it is
usually set equal in value to the benefits payable in the pe-
riod under consideration. The imputed contribution forms
part of the compensation of employees and is also shown
as being payable by the employees to the scheme together
with any actual payments by the employees. However, it is
not uncommon for unfunded schemes to be non-contribu-
tory for the employees. In these cases the payment by the
employees to the scheme exactly matches the imputed cor-
tribution payable to them by the employer:
(a) Employers' imputed contributions to. unfunded so-
cial insurance schemes are shown as apayable by the
sector in which the employer is located in the genera-
tion of income account and a receivable by house-
holds in the allocation of primary income account;
(b) In the secondary distribution of income account, em-
ployers' imputed contributions and actual contribu-
tions by employees are shown as payable by house-
holds and receivable by the employer. Further, p€r-
sions and other benefits payable to households by the
employer are shown as payable by the employer and
receivable by households.
An example of these flows is shown in table A.IV.2.
Other non-life insurance
38. Altogether six sets of transactions eed to be recorded in
respect of other non-life insurance; two relating to the
measurement of the production and consumption of the in-
surance service, three relating to redistribution and one in
the fmancial account. The value of the output of the activ-
ity, the property income to be attributed to the policyhold-
ers and the value of the service charge are calculated spe-
cifically for other non-life insurance in the manner de-
scribed above.
39. The production and consumption transactions are as fol-
lows:
(a) Since all such activity by resident institutional units
is undertaken by insurance corporations, the output is
recorded in the production account of the insurance
corporations and pension funds sub-sector;
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The treatment ofinsurance, social insurance and pensions
(ä) The service may be consumed by any of the sectors
of the economy or by the rest of the world; the value
of the service is payable to the insurance corporations
and pension fund sub-sector. Payments by non-finan-
cial corporations, financial corporations, general
government or non-profit institutions constitute in-
termediate consumption, recorded in their produc-
tion account. Insurance clearly associated with the
productive activity of an unincorporated enterprise is
also recorded as intermediate consumption in the pro-
duction account of households. Other insurance pay-
ments by households are part of final coRsumption
expenditure, recorded in the use of income account.
Payments by the rest of the world are recorded as ex-
ports in the external account of goods and services.
40. The redistributive transactions cover property income at-
tributed to policyholders in respect of other non-life insur-
ance, net non-life insurance premiums, and insurance
claims:
(a) Property income attributed to policyholders in re-
spect of other non-life insurance is recorded as pay-
able by insurance corporations and pensions funds. It
is recorded as receivable by all sectors and the rest of
the world. Both payable and receivables are recorded
in the allocation of primary income account or in the
external account of primary incomes and current
transfers;
(ö) Net non-life insurance premiums are calculated as
premiums earned plus premium supplements (equal
to the property income attributed to policyholders)
less the value of the services consumed. These net
premiums are payable by all sectors of the economy
or the rest of the world and receivable by the insur-
ance corporations and pension fund sub-sector;
(c) *Insurance claims due are payable by the insurance
corporations and pension fund sub-sector and receiv-
able by all sectors of the economy and the rest of the
world. Both net premiums and claims are recorded in
the secondary distribution of income account or in the
external account of primary incomes and current
transfers.
41 . Net non-life insurance premiums should be recorded on the
basis of the amounts due to procure cover in the period of
account, not the amounts due to be paid in the period. In-
surance claims should be recorded on the basis of the
amounts due at the date of the event concerned. An entry in
the financial account records any difference between pre-
miums payable and premiums earned and claims due and
claims payable:
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(a) By convention, prepayment of premiums and ro-
serves against outstanding claims is shown as a
change in liabilities of the insurance corporation and
pension fund sub-sector (with a negative sign if nec-
essary) and a change in assets of all sectors and the
rest of the world.
An example of these flows is shown in table A.IV.3.
Other l i fe insurance
42. Other life insurance transactions take place only between
insurance corporations and households, resident and ror-
resident. The production of the insurance service is
matched by the value of the services consumed by house-
holds as part of final consumption expenditure and exports.
The property income attributed to insurance policyholders
is treated as premium supplements, but premiums and
claims are not shown separately in the case of other life in-
surance. Rather they constitute components of a net trans-
action recorded in the financial account, the financial asset
involved being the net equity of households in life insur-
ance reserves.
43. Four transactions are recorded in the account; one each re-
lating to production and consumption of the insurance
service, one showing the attribution of property income to
the propertyholders and one showing the change in the net
equity of households in life insurance reserves:
(a) The output ofthe life insurance activity is recorded in
the production account for the insurance corporation
and pension fund sub-sector;
(b) The value of the services consumed is recorded as fi-
nal consumption expenditure payable by households
in the use of disposable income account or as payable
by the rest of the world (exports to non-resident
households);
(c) Property income affributed to insurance policyhold-
ers in respect of other life insurance is recorded in the
allocation of primary income account. It is recorded
as payable by insurance corporations and pensions
funds and receivable by resident households or non-
resident households in the rest of the world;
@ In the financial account the item net equity of house-
holds in life insurance reserves is shown as a change
in assets of households and the rest of the world and
a change in liabilities of insurance corporations. It is
equal to actual premiums plus premium supplements
(equal to the property income attributed to policy-
holders) less the value of the services consumed and
less claims due.
An example of these flows is shown in table A.IV.4.
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The treatment of insurance, social insurance and pensions
Private funded social insurance other than pensions
44. As explained above, all privately funded social insurance
covering benefits other than pensions is carried out by in-
surance corporations. The output of this activity is meas-
ured in the same way as the output of other non-life insur-
ance but the matching consumption of the service s is pay-
able only by the households of the beneficiaries. These will
be resident households except where a resident producer
employs non-residents. Similarly, the property income at-
tributed to the beneficiaries ofthe social insurance schemes
can only be receivable by the same households.
45. All contributions to the schemes are payable by the em-
ployee. The contributions include that part paid by the em-
ployer as part of compensation of employees in the genera-
tion of income account as payable by employers to employ-
ees. They also include contributions paid directly by the
employee funded from wages and salaries. Further, the em-
ployee receives property income attributed to policyhold-
ers in respect of both the se contributions and this is treated,
in total, as contribution supplements. The two items of con-
tributions appearing in the secondary distribution of in-
come account are, first, the employers' actual social contri-
butions which is exactly equal in value to the amount re-
ceivable by households from the employer in the genera-
tion of income account. The second item, called employ.
ees' social contributions includes the direct payment by the
employees plus the contribution supplements less the serv-
ice charge payable to the social insurance schemes.
46. Seven types of transactions must be recorded, one each re-
lating to production and consumption of the insurance
service, three relating to contributions and benefits, one to
the property income attributable to policyholders and one
to an adjustment in the financial account:
(a) Sjnce all such activity by resident units is undertaken
by insurance corporations, the output is recorded in
the production account of the insurance corporations
and pension funds sub-sector;
(b) Employers' actual social contributions to privately
funded social insurance schemes are shown as apay-
able by the sector in which the employer is located in
the generation of income account and a receivable by
households in the allocation of primary income ac-
count;
(c) Property income attributed to policyholders (benefi-
ciaries) in respect of these schemes is payable by in-
surance,corporations and pensions funds and receiv-
able by employee households. Both payable and re-
ceivables amounts are recorded in the allocation of
primary income account;
(d) In the secondary distribution of income account, em-
ployers' actual social contributions and employees'
social contributions by employees, including contri-
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bution supplements but excluding the value of the
service consumed, are shown as payable by house-
holds and receivable by the insurance corporations
and pension funds sub-sector;
(e) Private funded social benefits other than pensions are
also shown in the secondary distribution of income
account as payable by the insurance corporations and
pension funds sub-sector and receivable by house-
holds;
A The value of the service is payable by households as
part of final consumption expenditure, and is re-
corded in the use of income account, except for non-
resident employee households where it is payable by
the rest of the world;
(g) The entry in the financial account, prepayment ofpre-
miums and reserves against outstanding claims, re-
cords any difference between contributions payable
and contributions earned and benefits due and bene-
fits payable. By convention this item is shown as a
change in liabilities of the insurance corporation and
pension fund sub-sector (with a negative sign if nec-
essary) and a change in assets of employee house-
holds.
An example of these flows is shown in table A.IV.5.
Privately funded pensions
47. As compared with other privately funded benefits, the re-
cording of transactions concerned with the provision of pri-
vately funded pensions contains two further complexities.
The first of these concerns the treatment of non-autono-
mous pension funds. Although as explained above no sepa-
rate output is recorded for these funds, net contributions are
payable to these funds and pensions are payable by the
funds. Since an employer in any sector may operate & ror-
autonomous pension fund, this means that any sector may
in principle be the recipient of net contributions and the
payer of pensions. In practice, however, since most pri-
vately funded pension schemes are operated by insurance
corporations or autonomous pension funds, much the larg-
est entries will still refer to the insurance corporation and
pension fund sub-sector.
48. The second feature that affects pensions but not other pri-
vately funded social benefits is that only pension provision
leads to the build-up of reserves that represent equity be-
longing to households. These reserves increase due to the
payment of actual contributions and contribution supple-
ments by households (excluding the cost of the services
payable) and are decreased by the payment of pensions to
households. Both these transactions are recorded in the sec-
ondary distribution of income account so any net addition
to the reserves by households appear in the disposable in-
come of the sectors operating the pension funds. If no
582
H
F{
€tr
,E
tr
.9
?atr(l)
A
.E
ra
rt
6
t
c)
ttr. Qse
o t$b
F äg
x  r f l
E r t H
;r{ ;]
GI
9
fr{
s  - r o l o  - l  F .F F - l - l -
l l
b
>r
9
*.F
S . r
- c ,$ E E€
:  r ä  o GI  .  O 0 - .
E I ' A X
ä  ä ö . 9
c f  i . E  ( ni  o o t r
- i  F E  t
ä . E l ' t r' =  
=  F i l r rE  ä € : a
s l . l v
= t i A t s a u{  H  g 6
* ö 9 3
Y Fl d
- d J v
-ü .E €-5D  r ! <
co 09
A ; O
-llt
-
ca \o
r-a -
o
o \ o
o
t\I
F.
FI
o
c a O
o
ca \o
$
FI
t
('r
FI
b$EB a
ä€ä E
bEe E ?
s*g E F f;
sgäaäää
r g  I$€ E
$lf
ci
ln
!+
rf
o
{J
E
Ep
l . k
s 1 t
S F
R  ö ? A
t'i - C)
t Gf tr
. F a
B Tü
* äE
F  i a G
F ä$H Eäü ü
$
*a
s
S
o
I
B
so
A + r
t F lt ä
o t itö
F{
E$FI
#l
$El
s ael
se ä€l
s EE 3€l
6
E
o
1,
E
E
a -|,
t
J!
€
TI
E
E
€
6
E
oa-
-
C'
G
6s
-['
L
F
E E* a€l
se ä€l
s ael
s€l
#l
F
o
l(,
F
o
t
F
o
(v)
F
3n
GI
F
o
F
F
o
8 8EE
tD q)
A . A
€ ' ot r t r
G t G I
E €  4
F 8 I
H O o A 0
sb b
F€  €
s&&
, i l ö 'E
9 \
P r A
E tr El
F
o
ol
q
(D
Cn
t
ö
l()
r
o
F
o
cnq)
CJ
o
U)
o)
cr
3n
c
o
3n
cqt
CL
E'
o,
E
c
=
la-
o,{-,(tr
L-
CL
b
ora-
0
j.
c
=
o
o
C)
q
-
c!
-
4t ?,
€ ö
l - =
The treatment ofinsurance, social insurance and pensions
adjustment were made, this element of disposable income
would also enter the saving of those sectors. However, in
keeping with the treatment of other life insurance, this ele-
ment of saving is considered apartof household saving and
the build-up of the reserves a change in assets of house-
holds in the financial account, specifically the acquisition
of the financial asset net equity of households in pension
fund reserves. To ensure the transactions are recorded in
this w&y, an adjustment item is inserted in the use of dis-
posable income (and use of adjusted disposable income ac-
count) showing the reattribution of this part of saving from
insurance corporations and pension funds to households.
Since again, non-autonomous pension funds are involved,
all sectors may be affected by this adjustment.
49 . Eight types of transactions must be recorded, one each re-
lating to production and consumption of the insurance
service, three relating to contributions and benefits, one to
the property income attributable to policyholders, one to
the adjustment item in the use of income accounts and one
to the adjustment in the financial account:
(a) As explained above, output by resident units is re-
corded only in the production account of the insur-
ance corporations and pension funds sub-sector;
(b) Employers' actual social contributions to privately
funded social insurance schemes are shown as apay-
able by the sector in which the employer is located in
the generation of income account and a receivable by
households in the allocation of primary income ac-
count;
(c) Property income attributed to policyholders in re-
spect of autonomous pension funds is payable by in-
surance corporations and pension funds and receiv-
able by employee households. The property income
attributable to policyholders payable in respect of
non-autonomous pension funds is payable by the em-
ployers operating the schemes and receivable by em-
ployee households. Both payables and receivables
are recorded in the allocation of primary income ac-
count;
(d) In the secondary distribution of income account, em-
ployers' actual social contributions and employees'
social contributions are shown as payable by house-
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holds and receivable either by the insurance corpora-
tions and pension funds sub-sector or by sectors op-
erating a non-autonomous pension fund. The em-
ployers' actual contributions is exactly equal in value
to the amount receivable by households from the em-
ployer in the generation of income account. The em-
ployees' social contributions include the direct pay-
ment by the employees plus the contribution supple-
ments less any service charge payable to the social in-
surance schemes. For contributions to insurance cor-
porations and to autonomous pension funds there is a
cost of the associated service to exclude from the
amount recorded in this account. There is no associ-
ated service in respect of contributions to non-
autonomous funds;
(e) Privately funded pensions are also shown in the sec-
ondary distribution of income account as private
funded social benefits payable by the sector operat-
ing the pension fund and receivable by households;
A The value of the insurance service is payable by
households as part of final consumption expenditure,
recorded in the use of income account, except for
non-resident employee households where the pay-
able is by the rest of the world and is recorded as an
export of services;
G) The adjustment for the change in net equity of house-
holds in pension funds is shown in the use of dispos-
able income account (or use of adjusted disposable
income account) as receivable by households and
payable by any sector operating a pension fund. The
entry is exactly equal to net contributions (as re-
corded in the secondary distribution of income ac-
count but only in respect of pensions) less pensions
payable;
(h) An exactly matching item, of the opposite sign, is
shown in the financial account, as net equity of
households in pension fund reserves. It appears as a
change in assets of households and the rest of the
world and a change in liabilities of the sectors oper-
ating pension funds.
An example of these flows is shown in table A.IV.6.

ArnexV
Classifications and accounts
Part l. Glassifications
A. Classification of i stitutional sectors (S)
S.l Total economy
S. l  I  Non-f inancia l  corporat ions
s.l 1001 Public non-financial corporations
S.l 1002 National private non-financial
corporations
s.l 1003 Foreign controlled non-financial
corporations
S. l2 F ina nc ia l  corporat ions
S. l2l Central bank
5.122 Other depository corporations
S.l22l Deposit money corporations
S.l22ll Public
S.l22l2 National private
S.l22l3 Foreign controlled
s.1222 other depository corporations, except
dep osit money c orporations
S.l222l Publ ic
5.12222 National private
5.12223 Foreign controlled
s.123 other financial intermediaries, except insurance
corporations and pension funds
S. l230l  Publ ic
5.12302 National private
S.12303 Foreign controlled
5.124 Financial auxiliaries
S.12401 Publ ic
5.12402 National private
S.12403 Foreigncontrolled s. l5
s.125 Insurance corporations and pension funds c ,
S. l250l Publ ic erG
5.12502 National private
S.12503 Foreign controlled
General government
General government classification alternatives (l)
S.13ll Centralgovernment
S.l3 12 State government
S.13 13 Local government
S.1314 Social securityfun&
s.13 l4l central government social security funds
S.l3 142 State government social security funds
S.l3 I43 Local government social security funds
General government classification alternatives (2)
S.1321 Central government I
S.1321 I Central government
S.l32l2 Central government social security funds
5.1322 State government a (
S.l322l State government
5.13222 State government social security funds
S.1323 Local government a
5.1323 I Local government
5.13232 Local government social security funds
Households
Employers
Own account workers
Employees
Recipients of property and transfer income
S.l44l Recipients of property income
5.1442 Recipients of pensions
5.1443 Recipients of other transfers
N on-profit institutions servin g house holds
Rest of the world
s. l3
s .13 l
s.132
s. l4
s.  141
s.142
s.143
s.144
58s
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B. Classification of transactions a d other flows
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l .
P.1
P . l  I
P . l 2
P .13
P.2
P.3
P.3 l
P.32
P.4
P.4 l
P.42
P.5
P.5 l
P.52
P.53
P.6
P.6l
P.62
P.7
P.7l
P.72
Transactions in goods and services (productsl (Pl 2.
0utput
Market output
Output for own final use
Other non-market output
I  ntermediate consumption
Fina I consu mption expenditu re
Individual consumption expenditure
Collective consumption expenditure
Actua I final consumption
Actual individual consumption
Actual collective consumption
G ross capita I formation
Gross fixed capital formation
P.5l I Acquisitions less disposals of
tangible /ixed assets
P.5l I I Acquisitions of new tangible fixed
assets
P.5ll2 Acquisitions of existing tangible
fixed assets
P.5l l3 Disposals of existing tangible fixed D'39
assets D.4
P.512 Acquisitions less disposals of
intangiblelixed assets 
-" -r D'41
P.5 121 Acquisitions of new intangible fixed D '42
assets
P.5122 Acquisitions of existing
intangible fixed assets
P.5123 Disposals of existing intangible
fixed assets
P.513 Addition to the value of
non-produc e d non-financi al as sets
P.5 13 I Major improvements to non-produced
non-financial assets
P .5132 Costs of ownership transfer on
non-produced [or:fi[ancial assets
Changes in inventories
Acquisitions less disposals of valuables
Exports_of g ods and services
Exports of goods
Exports of seryices
lmports of goods and services
Imports of goods
Imports of services
DistributiYe transactions (D l
Compensation of employees
Wages and salaries
Employers' social contributions
D.l2l Employers'actual social contributions
D.122 Employers' imputed social contributions
Taxes on product ion and imports
Taxes on products
D.zll Value added type taxes (Af)
D.212 Taxes and duties on imports excluding VAT
D.2l2l Import duties
D.2122 Taxes on imports excluding VAT and duties
D.213 Export taxes
D.214 Taxes on products, except VAT, import
and export taxes
Other taxes on production
Subsid ies
Subsidies on products
D.3l I Import subsidies
D.312 F*port subsidies
D.319 Other subsidies on products
Other subsidies on production
Property income
Interest
Distributed income of corporations
D.421 Dividends
D.422 Withdrawals from income of quasi-corporation
Reinvested earnings on direct foreign investment
Property income attributed to insurance
policy holders
Rent
Current axes on income, wealth, etc.
Taxes on income
Other current taxes
Social contr ibut ions and benefi ts
Social contributions
D.6l I Actual social contributions
D.6l I I Employers' actual social contributions
D.6l I I I Compulsory employers' actual social
contributions
D.6lll2 Voluntary employersn actual social
contributions
D.6ll2 Employees' social contributions
D.6ll2l Compulsory employees' social
contributions
D.6ll22 Voluntary employees' social
contributions
D. l
D . l  I
D . l 2
D.2
D.2 l
D.29
0.3
D.31
D.43
D.44
D.45
0.5
D.5 l
D.59
D.6
D.6l
Classifications a daccounts
D.6l l3 social contributions by self- and ror-
employed persons
D.6l 13 I compulsory social contributions by
self- and non-employed persons
D.6ll32 Voluntary social contributions by self- F.62
and non-employed persons
D.612 Imputed social contributions
D.62 Social benefits other than social transfers in kind F'7
D.621 Social security bene/its in cash F.7l
D.622 Private funded social benefits F .79
D.623 Unfunded employee social benefits
D.624 Social assistance bene/its in cash
D.63 social transfgrs in kind 
'v" 'r r' J"" 
"' 
e"'"'' 4'
D.631 Social benefits in kind K.l
D.631 I Social security benefits, reimbursements K.zD.6312 other social security benefits in kind
D.6313 Social assistance benefits in kind
D.632 Transfers of individual non-market K.zl
goods and services
D.7 Other current transfers
D.7l Net non-life insurance premiums
D.72 Non-life insurance claims
D.73 Current transfers within general government K.zz
D.74 Current international cooperation
D.7 5 Miscellaneous current transfers
D.8 Adjustment forthe change in net equity
of  households in  pension funds
D.9 Capital transfers 
K.3
D.91 Capital taxes
D.gz Investment grants K'4
D.99 Other capital transfers K.b
3. Transactions in financial instruments (Fl
(net acquisition of financial assets/net K.o
incurrence of I iabil i t iesl
K .6 l
K.62
reserves and in pension funds
F.6 l  I Net equity of households in life insurance
resernes
F.612 Net equity of households in pensionfunds
Prepayment of premiums and reserves against
outstanding claims
0ther accounts receivable/payable d
Trade credits and advances
Other accounts receivable/payable, except
trade credits and advances
Other accumulation entries (Kl
Consumption of f ixed capital
Acquisi t ions less disposals of non-produced
non-f inancial  assets
Acquisitions less disposals of land and other
tangible non-produced assets
K.2l I Acquisitions of land and other
tangible flon:produc e d ass ets
K.212 Disposals of land and other
tangible non-produc e d ass ets
Acquisitions less disposals of intangible non-produced
assets
K.221 Acquisitions of intangible
non-produced assets
K.222 Disposals of intangible
non-produced assets
Economic appearance of  non-produced assets
Economic appearance of  produced assets
Natural growth of non-cult ivated biological
res0urces
Economic  d isappearance o f non-produced
assets
Depletion of natural assets
Other economic disappearance of non-produced
assets
Catastrophic losses
U ncompensated seizures
0ther  vo lume changes in  non- f inancia l
assgts n.g.c.
Other volume changes in f inancial  assets
and l iabi l i t ies Jl .e.c.
Nominal holding ains/ losses
Neutral holding gains/losses
Real holding gains/losses
Changes inclassi f icat ions and structure
Changes in sector classification and structure
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F. l  Monetary gold and SDRs
F.2 Currency and deposits bc
F.2l Currency
F.22 Transferable deposits
F.29 Other deposits
F.3 Securi t ies other than shares c
F.31 Short-term
F.32 Long-term
F.4 Loa ns cd
F.4l Short-term
F.42 Long-term
F.5 Shares and other equity d
F.6 Insurance technical  reserves
F.6l Net equity of households in life insurance
K.7
K.g
K.g
K.l  0
K . 1 1
K . l  I  . l
K . l  1 .2
K. l2
K . l z . l
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K.12.2 Changes in classification of assets and liabilities
K. 1 2.21 Monetization/demonetization of gold
K.l 2.22 Changes in classification of assets or
I iabilities other than moneti zation/
demonetization of gold
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C. Classification of balancing items '(B)
B.1
8.2
8.3
8.4
8.5
8.6
8.7
8.8
8.9
B . 1 0
Value added lB.1 Domestic product
0perat ing surplus
Mixed income
Entrepreneu r iaI income
Balance of pr imary incomes/ 8.5 Nat ional
income
Disposable income
Adjusted isposable income
Saving
N et lending/net borrowing
Changes in networth
8.10.1 Changes in net worth due to saving and
capital transfert ls
8.10.2 Changes in net worth due to other changes in
volume of assets
8.10.3 Changes in net worth due to nominal
holding gains/losses
8.10.31 Changes in net worth due to neutral
holding gains/losses
B.l 0.32 Changes in net worth due to real
holding gains/losses
B.1l External balance of goods and services
8.12 Current  external  balance
8.90 Net worth
D. Classification of assets
l. Non-financial assets (Aill
AN.1 Produced assets
AN.l I Fixed assets h
AN.l I I Tangible fixed assets
AN. l11l  Dwel l ings
AN.lll2 Other buildings and structures
AN. lll2l Non-residential buildings
AN.lll22 Other structures
AN.l I 13 Machinery and equipment
AN.l I 131 Transport equipment
AN. lll32 Other machinery and equipment
AN.l I 14 Cultivated assets
AN.l I l4l Livestock for breeding, dairy,
draught, etc.
AN.lll42 Vineyards, orchards and other
plantations
of trees yielding repeat products.
AN.ll2 Intangible lixed assets
AN.ll2l Mineral exploration
AN.ll22 Computer software
AN.ll23 Entertainment, literary or artistic
originals
AN.ll29 Other intangible fixed assets
AN.l2 Inventories
AN.l2l Materials and supplies
AN.122 Work in progress
AN.l22l Work in progress on cultivated assets
AN.1222 Other work in progress
AN.123 Finished goods
AN.124 Goods for resale
AN.13 Valuables
AN.13 I Precious metals and stones
AN.132 Antiques and other art obiects
AN.139 Other valuables
AN.2 Non-produced assets
AN.2l Tangiblenon-producedassets
AN.21l Land
AN.2l I I Land underlying buildings and structures
AN.2ll2 Land under cultivation
AN.2l 13 Recreational and and associated
surface water
AN.2l 19 Other land and associated surface
water
AN.2l2 Subsoil assets
AN.2l2l Coal, oil and natural gas reserves
AN.2122 Metallic mineral reserves
AN.2123 Non-metallic mineral reserves
AN.2l3 Non-cultivated biological resources
AN.2l4 Water resources
AN.22 Intangible non-produced assets
AN.22l Patented entities
AN.222 Leases and other transferable contracts
AN.223 Purchased goodwill
AN.229 Other intangible non-produced assets
Classif ications and accounts
2. Financial assets/liabilities (AFl
AF.l  Monetary gold and SDRs
AF.Z Currency and deposits i i
AF.2l Currency
/^F.22 Transferabledeposits
/^F.29 Other deposits
AF.3 Securi t ies other than shatrr i
4F.31 Short-term
/^F.32 Long-term
AF.4  Loanr ik
AF.41 Short-term
AF.42 Long-term
AF.s Shares and other equity k
AF.6 Insurance technical  reserves
AF.61 Net equity of households on life insurance
reserves and on pension funds
AF.62 Prepayment of premiums and reserves against
outstanding claims
AF.7 Other  accounts receivable/payable k
AF.7l Trade credits and advances
AF.79 Other accounts receivable/payable, except
trade credits and advances
s89
E. Elements of complementary classifications f transactions and other flows
These elements of complementary classifications are in-
tended to meet various requirements:
(a) They show separately the estimated components
of certain flows, when these components are not
already isolated in the classifications of the Sys-
tem. The latter show separately, for instance, the
reinvested earnings on direct foreign investment
or the imputed social contributions. However,
they do not isolate many flows whose value is not
directly observed, such as the services of owner-
occupied dwellings or barter transactions. These
flows are shown separately in the elements of
complementary classifi cations ;
(b) They separately show, more generally, the vari-
ous components of certain transactions, in terms
of both monetary and non-monetary components.
For example, under "Market output, except in
trade", sales, barter transactions, payments in
kind, etc. ) are shown separately. Or under
o'Household final consumption expenditure",
purchases, bartered consumption goods and serv-
ices, own final consumption and various compo-
nents of it, certain transfers in kind, etc., are dis-
tinguished;
(r) They sometimes simply provide additional de-
tails to the classifications ofthe System. In certain
cases, this detailing is made systematically, i.e., a
given item is broken down exhaustively, among
more detailed pieces. In other cases, only certain
especially important details are suggested. In
such cases, these details are introduced by saying
"of which";
(d) They also include a number of transactions, ad-
justments and other elements which are used in
the supply and use tables, such as trade and trans-
port margins or direct purchases abroad by resi-
dents. In a sense, these items are directly part of
the classifications of the System. However, they
play an auxiliary role;
(e) A special set of complements shows the addi-
tional transactions that are needed in relation with
the treatment of multiple exchange rates.
In a number of cases, showing separately various monetary
and non-monetary components of certain transactions
leads to showing the definition itself or one definition of
these flows. Examples are provided by 'oMarket output in
trade" or "Changes in inventories of materials and sup-
pl ies".
These elements of complementary classifications are pro-
vided to help countries if they want to show certain details,
either directly in their accounts or in complementary ta-
bles. In a number of cases there is room for variants in prac-
tice. As their name indicates, these elements do not intend
to be exhaustive. Other complements may be introduced if
found meaningful, useful and feasible
1. Transactions and other flows, other elements
on goods and services
Output
Principal output
Secondary output
Product
Principal product
Secondary product
Market output, except in trade
Sales, except sales of goods purchased for resale
Barter transactions
Payments in kind
of which: Compensation of employees in kind
System ofNational Accounts 1993
E. Elements ofcomplementary classifications of transactions and other flows lcont.l
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Deliveries between establishments belonging to the same
market enterprise to be used as intermediate consumption
Changes in inventories of finished goods and work-in-pro-
gress intended for one of the above uses
Output of insurance services
output of non-life insurance services
output of life insurance services
Output of pension funds
Output of financial intermediation services
indirectly measured
Market output in trade
Sales of goods purchased for resale
plus Other uses of goods purchased for resale
of which: Compensation of employees in kind
minus Purchases of goods for resale
plus Changes in inventories of goods for resale
Non-market output
Own final consumption
of which: services of owner-occupied dwellings
Own gross fixed capital formation
Goods and service supplied free, or at not economically
significant prices, to other institutional units
Goods and services supplied by one non-market estab-
lishment to another
Changes in inventories of finished goods and work-in'pro-
gress intended for one of the above uses
I nt e r me di at e c onsumpti on
Purchases of materials and supplies
plus Other acquisitions of materials and supplies
of which:
Deliveries between establishments belonging
to the same market enterprise to be used as in-
termediate consumption
minus Changes in inventories of materials and supplies
H ous e hold final c onsumption expenditure
Purchases of consumption goods and services
minus Sales of existing consumption goods and services
plus Bartered consumption goods and services (net)
plus Own final consumption
in subsistence economy
services of owner-occupied dwellings
domestic services produced by employing paid
domestic servants
other
plus Compensation of employees in kind
plus Transfers in kind (other than from government
or non-profit institutions)
Insurance services
Pension funds services
Financial intermediation services indirectly
measured
Household actual final consumption
Household final consumption expenditure
Social transfers in kind
Gross fixed capital formation
Acquisition less disposals of tangible fixed assets
Acquisitions of new tangible fixed assets
Purchases
Barter transactions
Own gross fixed capital formation
Capital transfers in kind
Acquisitions of existing tangible fixed assets
Purchases
Barter transactions
Capital transfers in kind
Disposals of existing tangible fixed assets
Sales
Barter transactions
Capital transfers in kind
Acquisitions less disposals of intangible fixed assets
Acquisitions of new intangible fixed assets
Purchases
Barter transactions
Own gross fixed capital formation
Capital transfers in kind
Acquisitions of existing intangible fixed assets
Purchases
Barter transactions
Capital transfers in kind
Disposals of existing intangible fixed assets
Sales
Barter transactions
Capital transfers in kind
Addition to the value of non-produced non-financial assets
Major improvements to non-produced non-financial
assets
Purchases
Barter transactions
Own gross fixed caPital formation
Capital transfers in kind
Cost of ownership transfer on non-produced non-fi-
nancial assets
Own gross fixed capital formation
New tangible fixed assets
New intangible fixed assets
Major improvements to non-produced non-financial assets
Gross fixed capital formation
Consumption of fixed caPital
Net fixed capital formation
Net addition to the stock offixed assets
Net fixed capital formation
Other changes in volume of fixed assets
Catastrophic losses
plus
plus
plus
Classif ications and accounts
E. Elements of complementary cl ssifications of transactions a dother flows (cont.l
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Uncompensated seizures
Other volume changes in non-financial assets n.e.c.
Changes in inventories
Additions to inventories
minus Withdrawals from inventories
minus Current losses in inventories
Changes in inventories offinished goods
and work-in-progress
Additions to inventories of finished goods and work-in-
progress
minus Withdrawals from inventories of finished goods
and work-in-progress
minus Current losses in inventories of finished goods
and work-in-progress
Changes in inventories of goods for resale
Additions to inventories of goods for resale
minus Withdrawals from inventories of goods for resale
minus Current losses in inventories of goods for resale
Changes in inventories of materials and supplies
Additions to inventories of materials and supplies
minus Withdrawals from inventories of rnaterials
and supplies
minus Current losses in inventories of materials
and supplies
Changes in inventories
Closing inventories
minus Opening inventories
minus Holding gains less losses on inventories
plus Exceptional losses in inventories
(N on-financial) net accumulation
Gross capital formation
minus Consumption of fixed capital
plus Other changes in volume of non-financial assets
Exports of goods
of which:
Exports of goods for processing
Exports of goods transformed frorn goods imported
for processing
Exports of repairs to fixed assets
Exports of goods under financial leasing
Exports of non-monetary gold
for use as valuables
for other uses
Transfers in kind to the rest of the world
current
capital
Direct purchases in the domestic market by
non-residents
Exports of goods
of which:
Barter transactions
Intra-company flows
Exports of services
of which:
Transfers in kind to the rest of the world
Exports of insurance services
Exports of financial intermediation services indi-
rectly measured
Counterpart of transport and insurance services pro-
vided by residents to residents and included in the
value of imports f.o.b.
Direct purchases in the domestic market by non-resi-
dents
Imports of goods (Import of goods f.o.b.)
Imports of goods c.i.f.
minus c.i.f./f.o.b. adjustment on imports
Imports of goods
of which:
Imports of goods for processing
Imports of goods from goods exported for processing
abroad
Imports of repairs to fixed assets
Imports of goods under financial leasing
Imports of non-monetary gold
for use as valuables
for other uses
Transfers in kind from the rest of the world
current
capital
Direct purchases abroad by residents
Imports of goods
of which:
Barter transactions
Intra-company flows
Imports of services
of which:
Transfers in kind from the rest of the world
Imports of insurance services
Imports of financial intermediation services indi-
rectly measured
Counterpart of transport and insurance services pro-
vided by non-residents to non-residents and included
in the value of export f.o.b.
Direct purchases abroad by residents
Transactions, adjustments and other elements used in the
supply and use tables
Trade and transport margins
Trade margins
Transport margins
C. i.f,/f. o. b. adj ustment on imp orts
Transport services on imports rendered by residents
Transport services on imports rendered by non-residents
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Insurance services on imports rendered by residents
Insurance services on imports rendered by non-residents
Direct purchases abroad by residents
Direct purchases in the domestic market by non-residents
Labour inputs
Stocks offixed assets, net
2. Distributive transactions
Iüages and salaries
Wages and salaries in cash
Wages and salaries in kind
Interest
Nominal interest
plus Financial intermediation services indirectly
measured, provided to depositors 3.
less Financial intermediation services indirectly
measured, provided to borrowers
Rent
on land
in cash
in kind
on subsoil assets
in cash
in kind
Insurance services
N on-life insurance services (total)
Non-life insurance total premiums earned
minus Non-life insurance claims
Life insurance sernices (total)
Life insurance total premiums earned
Plus Net income from the investment of all (both life and
non-life) insurance technical reserves
minus (Life) claims due
minus Changes in (life) actuarial reserves and reserves
for with-profits insurance less Holding gains/losses
allocated to (life) insurance policy holders
Non-life insurance premiums less service charges
Non-life insurance total premiums earned
minus Non-life insurance services
Curr ent international c ooperation
in cash
in kind
Mis ce llane ous curre nt transfers
of which:
Transfers to non-profit institutions
Transfers between resident households
in cash
in kind
Remittances from family members living abroad
in cash
in kind
Fines and penalties
Lotteries and gambling
Payments of compensation
Capital transfers
Capital tores
Investment grants
in cash
in kind
Other capital transfers
in cash
in kind
of which: Debt cancellation
Complements in relation with the treatment
of multiple exchange rates
::" 
,o..n 
production and imports
iu*., on imports excl. VAT and duties
Implicit taxes on imports resulting from
multiple exchange rates
Others
Export tues
Implicit ta><es on exports resulting from multi-
ple exchange rates
Others
a a a
Other taxes on production
Implicit tores on primary incomes resulting from
multiple exchange rates
Others
Subsidies
a a a
Import subsidies
, 
I.plicit subsidies on imports resulting from
multiple exchange rates
Others
Export subsidies
Implicit subsidies on exports resulting from
multiple exchange rates
Others
oth., ;;bsidies on production
Implicit subsidies on primary incomes resulting from
multiple exchange rates
Others
Classif ications and accounts
E. Elements of complementary classifications f transactions a d other flows lcont.l
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Current taxes on income, wealth, etc.
a a a
Other current taxes
Implicit other current taxes resulting from multiple
exchange rates
Others
O ther curre nt tr ansfer s
a a a
Miscellaneous current transfers
of which:
a a a
Implicit other current transfers resulting from
multiple exchange rates
Capital transfers
Capital tares
Implicit capital taxes resulting from multiple ex-
change rates
Others
a a a
Other capital transfers
Implicit other capital transfers resulting from multi-
ple exchange rates
Implicit capital transfers between monetary authori-
ties in relation with multiple exchange rates
Others
Transactions, adjustments and other elements used in the
supply and use table
Implicit current transfers between monetary authori- Implicittaxes/subsidies on imports resulting from multiple
ties inrelation with multiple exchange rates exchange rates
Implicit ta:res/subsidies on exports resulting from multiple
exchange rates
Implicit taxes resulting from multiple exchange rates I
Implicit subsidies resulting from multiple exchange rates I
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F. International Standard Industrial Classification of allEconomic Activities (lSlC), Rev. 3
Tabulation
categories Division Descript ion
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Agriculture, hunting and forestry
0l Agriculture, hunting and related service activities
02 Forestry, logging and related service activities
Fishing
05 Fishing, operation of fish hatcheries and fish farms; service activities incidental to fishing
Mining and quarrying
l0 Mining of coal and lignite; cxtraction of peat
I I Extraction ofcrude petroleum and natural gas; service activities incidental to oil and gas
extraction excluding surveying
12 ining of uranium and thorium ores
13 Mining of metal ores
14 Other mining and quarrying
D Manufacturing
15 Manufacture offoodproducts and beverages
16 Manufacture of tobacco products
17 Manufacture of textiles
lE Manufacture of wearing apparel; dressing and dyeing of fur
19 Tanning and dressing of leather; manufacture of luggagc, handbags, saddlery, hamess
and footwear
20 Manufacture of wood and of products of wood and cork, except furniture; manufacturc
of articles of staw and plaiting materials
2l Manufacture ofpaperand paperproducts
22 Publishing, printing and reproduction ofrecorded media
23 Manufacture of coke, refined petroleum products and nuclear fuel
24 Manufacture of chemicals and chemical products
25 Manufacture of rubber and plastics products
26 Manufacture of other non-metallic mineral products
27 Manufacture of basic metal, 
'
28 Manufacture of fabricated metal products, cxcept machinery and equipment
29 Manufacture of machinery and equipment n.e.c.
30 Manufacture of ofüce, accounting and computing machinery
3l Manufacture of electrical machincry and apparatus n.e.c.
32 Manufacture of radio, television and communication equipment and apparatus
33 Manufacture of medical, precision and optical instrumcnts, watches and clocks
Classifications a daccounts
Tabulation
categories Division Description
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-
34 Manufacture of motor vehicles, trailers and semi-trailers
3 5 Manufacture of other transport equipment
36 Manufacture of furniture; manufacturing n.e.c.
37 Recycling
Electricity, gas and water supply
40 Electricity, gas, steam and hot water supply
4l Collection, purification and distribution of water
Construction
45 Construction
G Wholesale and retail trado; repair of motor vehicles, motorcycles and personal and household
goods
50 Sale, maintenance and repair of motor vehicles and motorcycles; retail sale of automotive fuel
5l Wholesale tade and commission trade, except of motor vehicles and motorcycles
52 Retail trade, except ofmotor vehicles and motorcycles; repair ofpersonal and household goods
H Hotels and restaurants
55 Hotels and restaurants
Transport, storage and communications
60 Landtransport; transportviapipelines
6l Water tansport
62 Air transport
63 Supporting and auxiliary transport activities; activities oftravel agencies
64 Post and telecommunications
Financial intermediation
65 Financial intermediation, except insurance and pension funding
66 Insurance and pension funding, except compulsory social security
67 Activities auxiliary to financial intermediation
K Real estate, renting and business activities
70 Real estate activities
7l Renting of machinery and equipment without operator and of personal and household goods
72 Computer and related activities
73 Research and development
74 Other business activities
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Tabulat ion
categories
-
L
Div is ion Description
Public administration and defence; compulsory social security
75 Public administration and defence; compulsory social security
M Education
80 Education
N Health and social work
85 Health and social work
o Other community, social and personal service activities
90
9 l
. 9 2
93
Sewage and refuse disposal, sanitation and similar activities
Activities of membership organizations n.e.c.
Recreational, cultural and sporting activities
Other service activities
Private households with employed persons
95 Private households with employed persons
a Extra-territorial organizations and bodies
99 Extra-territorial organizations and bodies
Classifications a daccounts
G. Central Product Classification (CPC)
Section Division
0 Agriculture, forestry and fishery products
01 Products of agriculture, horticulture
and market gardening
02 Live animals and animal products
03 Forestry and logging products
04 Fish and other fishing products
1 Ores and minerals; electr ic i ty,  gas and water
I I Coal and lignite; peat
12 Crude petroleum and natural gas
l3 Uranium and thorium ores
14 Metal ores
15 Stoneo sand and clay
16 Other minerals
17 Electricity, town g&s, steam and hot water
l8 Water
2 Food products, beverages and tobacco; text i les,
apparel  and leather  products
2I Meat, fish, fruit, vegetables, oils and fats
22 Dairy products
23 Grain mill products, starches and starch
products; other food product
24 Beverages
25 Tobacco products
26 Yarn and thread; woven and tufted
textile fabrics
27 Textile articles other than apparel
28 Knitted or crocheted fabrics;
wearing apparel
29 Leather and leather products; footwear
3 Other t lansportable goods, except metal products,
mach inery  and equ ipment
31 Products of wood, cork, straw and
plaiting materials
32 Pulp, paper and paper products;
printed matter and related articles
33 Coke oven products; refined petroleum
34
35
36
37
products; nuclear fuel
Basic chemicals
Other chemical products; man-made fibres
Rubber and plastics products
Glass and glass products and other non-
metallic products n.e.c.
38 Furniture; other transportable goods n.e.c.
39 Wastes or scraps
4 Metal  products,  machinery and equipment
4l Basic metals
42 Fabricated metal products, except
43
44
45
machinery and equipment
General purpose machinery
Special purpose machinery
Office, accounting and computing
machinery
46 Electrical machinery and apparatus
47 Radio, television and communication
equipment and apparatus
48 Medical appliances, precision and optical
instruments, watches and clocks
49 Transport equipment
Construct ion work and construct ions; land
5l Coirstruction work
52 Constructions
53 Land
Trade services; hotel and restaurant services
6l Sale, maintenance and repair services of
' motor vehicles and motorcycles
62 Commission agentso and wholesale trade
services, except of motor vehicles
and motorcycles
63 Retail trade services; repair services of
personal and household goods
64 Hotel and restaurant services
Transport,  storage and communicat ions ervices
7 | Land transport services
72 Water transport services
73 Air transport services
7 4 Supporting and auxiliary transport services
75 Post and telecommunications services
Business erv ices;  agr icu l tura l ,  min ing and
ma nufa ctu r ing se rvices
8l Financial intermediation services and
auxiliary services therefor
82 Real estate services
83 Leasing or rental services without operator
84 Computer and related services
85 Research and development services
86 l,egal, accounting, auditing and
book-keeping serviöes; taxation
services; market research and
public opinion polling services;
management and consulting services;
architectural, engineering and
other technical services
87 Business services n.e.c.
88 Agricultural, mining and manufacturing services
89 lntangible assets
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Community,  social  and personal services
9l Public administration and other services to
the community as a whole; compulsory social
security services
Education services
Health and social services
Sewage and refuse disposal, sanitation
and other environmental protection
services
95 Services of membership organizations
96 Recreational, cultural and sporting
services
97 Other services
98 Private households with employed persons
99 Services provided by extraterritorial
or ganizations and bodies
598
92
93
94
H. Classification f individualconsumption by purpose (C0lC0P)(one- and two-digit levels)
1.  Food,  beverages  and tobacco
1.1  Food
1.2 Beverages
1.3 Tobacco
2. Clothing and footwear
2.1 Clothing
2.2 Footwear
3. Housing, water,  electr ic i ty,  gas and other fuels
3. I Gross rents
3.2 Regular maintenance and repair
of dwelling
3.3 Other services relating to the dwelling
3.4 Electricity, gas and other fuels
4.  Furnishings,  household equipment  and rout ine
maintenance of  the house
4.1 Furnitureo furnishings and decorations,
carpets and other floor coverings
and repairs
4.2 Household textiles
4.3 Heating and cooking appliances;
refrigerators, washing machines, similar
major household appliances, including
fittings and repairs
4.4 Glassware, tableware and household
utensils
4.5 Tools and equipment for the house
and garden
4.6 Goods and services for routine household
maintenance
Health
5.1 Medical and pharmaceutical products
and therapeutic appliances and equipment
5.2 Non-hospital medical and paramedical
services
5.3 Hospital services
5.4 Sickness and accident insurance services
Tra nsport
6.1 Purchase of vehicles
6.2 Operation of personal transport
equipment
6.3 Transports services
Leisure, entertainment and culture
7.1 Equipment and accessories,
including repairs
7.2 Recreational and cultural services
7.3 Newspapers, books and stationery
Ed u c ation
8.1 Educational services
8.2 Educational materials
8.3 Ancillary educational services
Hotels, caf6s and restaurants
9.1 Catering
9.2 Accommodation services
Miscel laneous goods and serv ices
l0.l Personal care
10.2 Personal effects n.e.c.
10.3 Communications
10.4 Social'services
10.5 Financial services ll.e.c.
10.6 Other services n.e.c.
5.
6.
7.
8.
9.
10.
Classifications a daccounts
l. Classificati0n 0f the Functions of the Government (C0F0G)
01 General  publ ic  serv ices 07
0l .1 Executive and legislative organs, financial
and fiscal affairs, external affairs other
than foreign aid
0L.2 Foreign economic aid
01 .3 Fundamental research affairs and services
01 .4 General services
01.5 General public services ll.e.c
02 Defence affairs and services 08
02.1 Military and civil defence administration
and operation
02.2 Foreign military aid
02.3 Defence-related applied research and
experimental development 
I v' $rrY 09
02.4 Defence affairs n.e.c.
03 Publ ic order and safety affairs
03.1 Police and fire protection l0
03.2 Law courts
03.3 Prison administration and operation
03.4 Public order and safety affairs n.e.c.
04 Education affairs and services
04.1 Pre-primary and primary education
affairs and services (ISCED levels 0 and l)
04.2 Secondary education affairs and services
(ISCED levels 2 and 3)
04.3 Tertiary education affairs and services I l(ISCED levels 5, 6 and 7)
04.4 Education services not definable by
level (ISCED level 9)
04.5 Subsidiary services to education
04.6 Education affairs and services n.e.c.
05 Health affairs and services
05.1 Hospital affairs and services
05.2 Clinics, and medical, dental and para-
medical practitioners
05.3 Public health affairs and services
05.4 Medicaments, protheses, medical n
equipment and appliances or other
prescribed health-related products
05.5 Applied research and experimental
development related to the health and
medical delivery system
05.6 Health affairs and services n.e.c.
06 Socia l  secur i ty  and wel fare af fa i rs  and serv ices
06.1 Social security affairs and services
06.2 Welfare affairs and services
06.3 Social security and welfare affairs n.e.c.
Housing and community amenity affairs and services
07.1 Housing and community development
07.2 Water supply affairs and services
07.3 Sanitary affairs and services including
pollution abatement and control
07 .4 Street lighting affairs and services
07.5 Housing and community amenity
affairs and services n.e.c.
Recreational,  cultural and rel igious affairs
and services
08.0 Recreational, cultural and religious
affairs and services
Fuel and energy affairs and services
09.1 Fuel affairs and services
09.2 Electricity and other energy sources
09.3 Fuel and energy affairs and services tl.e.c.
Agriculture, forestry, f ishing and hunting affairs and services
10.1 Agriculture affairs and services
10.2 Forestry affairs and services
10.3 Fishing and hunting affairs and services
10.4 Agricultural research and experimental
development n.e.c.
10.5 Agriculture, forestry, fishing and hunting
affairs and services n.e.c.
Min ing and mineral  resource af fa i rs  and serv ices,
other than fuels; manufacturing affairs and services;
and construct ion affairs and services
I 1.1 Mining and mineral resource affairs and services,
other than fuels
Il.2 Manufacturing affairs and services
I 1.3 Construction affairs and services
ll.4 Mining and mineral resource affairs and
services n.e.c.; manufacturing affairs and
services n.e.c.; and construction affairs
and services ll.e.c.
Transportat ion and communicat ion affairs
and serv ices
l2.l Road transport affairs and services
12.2 Water transport affairs and services
12.3 Railway affairs and services
12.4 Air transport affairs and services
12.5 Pipeline transport and other transport
system affairs and services
L2.6 Transportation system affairs and
services n.e.c.
L2.7 Communication affairs and services
12.8 Transportation and communication affairs
and services lt.e.c
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l3  0ther  economic af fa i rs  and serv ices
13.l Distribution trade affairs and services
including storage and warehousing; hotel
and restaurant affairs and services
13.2 Tourism affairs and services
I 3.3 Multipurpose development project affairs
and services
13.4 General economic and commercial affairs
other than general labour affairs
13.5 General labour affairs and services
13.6 Other economic affairs and services n.e.c.
Expenditures not classif ied by major group
14.0 Expenditure not classified by major group
600
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J. Classification of the purposes of the non-profit institutions serving households (C0PNl)
1 .
2.
3.
4.
5.
Research and scient i f ic services
Educat ion services
Health services
Welfare services
Recreat ional,  cul tural  and related services
6.
7.
8.
Rel igious services
Services of professional and labour organizat ions
and civic associat ions
Miscellaneous services not elsewhere classif ied
K.
l .
2.
Classification of outlays of producers by purpose (C0PP)(one - and two-digit levels)
3.
0utlays on current product ion programmes
0ut lays on repai r  and maintenance
2.1 Outlays to make good breakage and
to'keep fixed assets in good working order
2.2 Outlays on cleaning and general
housekeeping
Out lays on engineer ing and re lated t
echno log ica l  work
3. I Outlays on engineering and
technological work
3.2 Outlays on fashion designing
and other artistic design work
0ut lays on research and development
4.1 Outlays on basic research
4.2 Outlays on applied research
4.3 Outlays on experimental development
0utlays on pol lut ion abatement and control
Outlays on sales promotion
6.1 Outlays on direct sales effort
6.2 Outlays on advertising
6.3 Outlays on sales promotion, not elsewherö
classified
0 utlays on externa I tra nsportation
0utlays on employee training, welfare and morale
0utlays on general administrat ion
5.
6,
7.
8.
9.
4.
Notes
a Including social security funds of this level of government.
b The following memorandum items are related to the elements
of the category F.2 'ocurrency and deposits":
ml l: denominated in national currency
ml2: denominated in foreign curency
m2l: liability of resident institutions
m22: liability of the rest of the world
t The suggested breakdown is optional.
d Mr-o item: F.m direct foreign investment.
e All balancing items can be measured gross or net of consump-
tion of fixed capital. The code for gross balancing item is con-
stituted of the code for the item plus the letter "9" .Similarily,
the letter "n" attached to a code indicates net values.
f 
"Charrges in net worth due to saving and capital transfers" is
not a balancing item in the structure ofthe System. It is the total
ofthe right-hand side ofthe capital account. However, as a sig-
nificant component of changes in net worth, it is coded with the
other components of the latter.
I 
"Changes in net worth due to saving and capital transfers" for
the rest of the world refers to changes in net worth due to cur-
rent external balance and capital transfers.
h M..orandum item AN.m Consumer durables.
i Thr following memorandum items are related to the categories
of the item AF.2 "currency and deposits":
ml l: denominated in national currency
ml}: denominated in foreign curency
m2l: liability of resident institutions
m22: liability of the rest of the world
j The suggested breakdown is optional.
krnernorandum item AF.m : direct foreign investment
I Also used in the integrated economic accounts.
Classifications a d accounts
Part ll. Accounts
Table A.V.l. Account 0: Goods and services account
Resources Uses
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P. l Output t 3 604 P.2 Intermediate consumption l 883
P. l  I Market output 3 057
P.t2 Output for own use l7l P.3[P.4 Final consumption expendihüdAchral
final constrmption | 399
P .13 Other non-market output 376 P.3ltP.4l Individual consumption expendihrc/Actual
individual consumption | 243
P32n.42 Collective consumptionexpenditrirdActual
collective consumption 156
D.2l Tanes on products t t4l
D.3t Subsidies on products I - 8 P.5l Gross fixed capital forrnation 376
P.5l I Acquisitions less disposals of tangible fixed assets 303
P.7 Imports of goods and services 499 P.5t I I Acquisitions of new tangible fixed assets 305
P.7l Imports of goods 392 P.5lr2 Acquisitions of existing tangible fixed assets n
P.72 Imports of services t07 P.sl 13 Disposals of existing tangible fixed assets - 1 3
P.512 Acquisitions less disposals of intangible fixed assets 5 l
P.5 l2 l Acquisitions of new intangible fxed assets 53
P.5t22 Acquisitions of existing intangible fixed assets
P.5123 Disposals of existing intangible fixed assets - 8
P.513 Additions to the value of non-produced
non-financial assets
P.5 t3 l Major improvements to non-produced
non-financial assets
P.5t32 Costs of ownerchip transfer on non-produced
non-financial assets
P.52 Changes in inventories 28
P.53 Acquisitions less disposals of valuables
P.6 Exports of goods and services 540
P.6l Exports of goods 462
P.62 Exports of seryices 78
22
t7
l 0
I For the valuation of output and the resulting contents of the items "Taxes
on products" and "Subsidies on products", refer to chapter VI, paragraphs
6.210 to 6.227.
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Table A.v.z. Full sequence of accounts for the total economy
l:  Product ion account
Uses Resources
602
P.2 Inte*rdi"te ronso-ption I gg3 P.l Outputt 3604
P.l I Market output 3 057
P.l2 Output for own final use l7l
P.l3 Othq n9n-aaf*9!&qq 376
D.3l Taxes less subsidies on products t 133
\..1*g Gross domestic product, I g54
K.l Consumption of fixed capital 222
B.l *n Net domestic product 2 l 632
I For the valuation of outpu! refer to chapter VI, paragraphs 6.210 to 6.227.
2 Gross domestic product/net domestic product is eqgal tothe value added of
the institutional sectors plus taxes less subsidies on pioducts.
f l . Distribution and use of income accounts
ll.1: Primary distribution of income account
il.|.1: Generation of income account
Uses Resources
D.l Compensation of employees 262 B.l Domestic product 2 3 | 632
D.l I Wages and salaries 569
D.l2 Employers' social contributions 193
D.l2l Employers'acflral social contributions 174
D.122 Emplovers' imputed social contributions 19
D.2 Taxes on production and imports 235
D.2l Tares on products t l4l
D.2l I Value added 6pe taxes (VAD l2l
D.212 Tares and duties on imports excluding vAT 17
D.2l2l Import duties lZ
D.2122 Taxes on imports excluding vAT and duties 0
D.213 Export taxes I
D.214 Taxes on products except VAT, import and export taxes 2
D.29 Other taxes on production 94
D.3 Subsidies -u
D.39 Other subsidies on production - 36
8.2 O- -ating sur-' q 2 247
8.3 Mixed income 2 432
I For the contents of the iterns "Taxes on products" and "subsidies on produc{s",
refer to chapter VI, paragraphs 6.21 0 tD 6.227.
2 The opening and the closing balancing item of this account can be expressed in
gross or in net terms. The amowrt presented refers to the net valge
3 Do-mestic product is equal to the value added of the institutional sectors plus
taxes less subsidies on prodtrcts.
Classifications and accounts
Table A.V.2. Full sequence of accounts for the total economy lcont.l
ll.l.2: Allocation of primary income account
Uses Resources
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D.4 Property income 391 8.2 Onerating surolus I 247
217 8.3 Mixed income I 432D.4l Interest
D.42 Distributed income of corporations 84
D.421 Dividends 60 D.l Compensation of employees 766
D.422 Withdrawals from income of quasi-corporations 24
D.43 Reinvested earnings on direct foreign investment 0
D.44 Property income attributed üo insurance policyholders 25
D.45 Rent
D. l2 Employers' social contributions
D.l I Wages and salaries 573
r93
D. l2 l Employers' actual social contributions t74
65 D.122 Employers' imputed social contributions l9
D.2 Taxes on production and imports 235
D.2l Taxes on products l 4 l
D.ztl Value added tlpe taxes (VAT) t2l
D.212 Taxes and duties on imports excluding VAT t7
D.2l2l Import duties t 7
D.2122 Taxes on imports excluding VAT and duties 0
ID.213 Expon taxes
D.214 Taxes on products except VAT, import and
export taxes
D.29 Other taxes on production
D.3 Subsidies - M
D.3l Subsidies on products - 8
D.3l I Import subsidies
D.3 r2 Export subsidies 0
D.319 Other subsidies on products - 8
D.39 Other subsidies on production - 3 6
D.4 Property income 4t6
D.4l Interest 209
D.42 Distribuüed income of corporations 103
D.421 Dividends 46
D.422 Withdrawals from income of quasi-comorations 57
D.43 Reinvested earnings on direct foreigR investment 14
D.44 Ptopetty inco-" autibuted to ins tce
D.45 Rent
94
8.5* National income I I 661
I The opening and the closing balancing item of this account can be expressed in
gross or in net terms. The amount presented refers to the net value.
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Table A.V.z. Full sequence of accounts for the total economy [cont.l
11.1.2.1: Entrepreneurial income account
Uses Resources
60
D.4 Property income 2 236 8.2 Operating surplus r 247
D.4l Interest t66 B.3 Mixed income I 432
D.44 Property income attributed to insurance policyholders 25
D.45 Rent 45 D.4 Property income 2 236
D.4l Inüerest r39
D.42 Distributed income of corporations 37
D.421 Dividends 37
D.422 Withdrawals from income of quasi-comorations 0
D.43 Reinvested earnings on direct foreign investment I I
D.44 Property income attributed to insurance policyholders 5
D.45 Rent
8.4 Entrepreneurial income I 679
I The opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amount presented refers to the net value.
2 Including only property income connected with market activities.
11.7.2.2i Allocation of other primary income account
Uses Resources
D.4 Property income 155 8.4 Entre -enanrial income I 679
D.4l Interest 2 5 l
D.42 Distributed income of comorations
D.421 Dividends
84 D.l Compensation of employees 766
60 D.l I Wages and salaries 573
D.422 Withdrawals from income of quasi-corporations 24
D.43 Reinvested earnings on direct foreign investment 0
D.45 Rent 2
D.lz Employers' social contributions r93
D.t2l Employers' actual social contributions t74
20 D.122 Employers' imputed social oontributions l9
D.2 Taxes on production and imports 235
D.zl Taxes on products l 4 l
D.2ll Valqe added t5pe taxes (VAT) l2l
D.212 Taxes and duties on imports excluding VAT l 7
D.2t2l Import duties t7
D.2122 Taxes on imports excluding VAT and duties 0
D.213 Export taxes I
D.214 Taxes on prodtrcts except VAT, import and
export taxes
D.29 Other taxes on production 94
D.3 Subsidies - 4
D.3l Subsidies on pnrducts - 8
D.3l I Import subsidies
D.312 Export subsidies
D.319 Other subsidies on products - 8
D.39 Other subsidies on production -36
D.4 Property income 3 r80
D.41 Interpst 70
D.42 Distributed income of corporations 66
D.421 Dividends
D.422 Withdrawals ftom income of quasi-corporations 57
D.43 Reinvested earnings on dircct foreign investnrent 3
D.44 Prcperty income attributed to insurarrge policyholders 20
D.45 Rent 2 l
B.st Nafional income I I 661
I The opening and the closing balancing item of this account can be expressed
in gross or in net teims. The amormt presented refers to the net value.
2 Not connected with market activities.
3 Including only prcperty income not connected
with rnarket activities.
Classifications and accounts
Table 4.V.2. Full sequence of accounts for the total economy [cont.l
ll.2: Secondary distribution of income account
Uses Resources
60s
D.5 Current taxes on income, wealth, etc. 2t2 8.5 National income I l 661
D.sl Taxes on income 203
D.59 Other current taxes D.5 Current taxes on insome, wealth, etc. 2r3
D.sl Taxes on income 204
D.6l Social contributions 322 D.59 Other current taxes
D.6l I Actual social contributions 303 D.6l Social conüibutions 322
D.6l r I Employers' actual social contributions t74 D.6l r Achral social contributions 303
D.6l I I I Compulsory employers' actual social contributions 160
D.6l I 12 Voluntary employers' actual social contributions 14
D.6l 12 Employees' social contributions 97
D.6l l2l Compulsory employees' social contributions 85
D.6ll22 tohurtary employees' social contributions
D.6l  l  l Employers' acüral social conüibutions t74
D.6l I I I Compulsory employers' actual social contributions 160
D.6l I 12 Voluntary employers' actual social contributions 14
D.6tt2 Employees' social contributions
D.6l l2l Compulsory employers' actual social contributions 85
D.6lt22 Voluntary employers' actual
social conüibutions
t2
D.6t  l3 Social contributions by self- and
non-employed persons t232
D.6 l  l3 l Compulsory social contributions by self- and
non-employed persons
D.6l l3 Social contributions by self- and
non-employed persons22 32
D.61132 Voluntary social contributions by self- and
non-employed persons
D.6l  l3 l Compulsory social contributions by self- and
non-employed penpnsl 0 22
D.6t2 Impuüed social contributions t9 D.6tt32 Voluntary social contributions by self- and
non-employed persons l 0
D.6t2 Imputed social contributions l 9
D.62 Social benefits other than
social transf,ers in kind 332
D.621 Social secuq.iry benefits in cash 232
D.622 Private funded social benefits 29
D.62 Social benefits other than social transfers in kind 332
D.62r Social secrnity benefits in cash
D.623 Unfunded employee social benefits 19 D.622 Private funded social benefits 29
D.624 Social assistance benefits in cash 52 D.623 Unfunded employee social benefits t9
D.624 Social assistance benefits in cash 52
D.7 Other current transfers 269
D.7l Net non-life insurance premiums 43 D.7 Other cunpnt transfers 239
D.72 Non-life insurance claims 45 D.7l Net non-life insurance premiums 45
D.73 Current transfers within general government 96 D.72 Non-life insurance claims
D.74 Current international cooperation 3r D.73 Curent transfers within general government
42
96
D.75 Miscellaneous current transfers 54 D.74 Current international cooperation
D.75 Miscellaneous culent transfers 55
8.6 Disposable income I | 632
I The opening and the closing balancing item of this account can be expressed in
gross or in net terms. The amount presented refers to the net value.
l l .3: Redistribution f income in kind account
Uses Resources
D.63 Social transfers in kind 228 8.6 Disposable income I | 632
D.63r Social benefits in kind 162
D.631I Social security benefits, reimbtnsements 78 D.63 Social transfers in kind 228
D.63t2 Other social security benefits in kind 65 D.631 Social benefits in kind t62
D.6313 Social assistance benefits in kind l 9  D.6311 Social security benefits, reimbursements
D.632 Transfers ofindividual non-market goods and serviccs 66 D.6312 Other social security benefie in kind 65
D.6313 Social assistance benefits in kind t9
D.632 Transfers of individual non-
8.7 Adjusted disposable income I | 632
78
I The opening and the closing balancing item of this accoturt can be expressed in
gross or in net terms. The amount presented refers to the net value.
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Table A.V.2. Full sequence of accounts for the total economy [cont.]
l l .4:  Use of income account
ll.4,l: Use of disposable income account
Uses Resources
60(
P.3 Final consumption expenditure T
P.3l Individual consumption expenditure 1243
8.6 Dis^^sable incorne I | 63i
P.32 Collective consumption expenditure 156
D.8 Adjustment for the change in net equity
l l
8.8 Saving I
D.8 Adjustment for the change in net equity of households
on pension funds l l
233
I The opening and the closing balancing item of this account can be expressed in
gross or in net terms. The amount presented iefers üo the net value
11.4.2: use of adjusted disposable income account
Uses Resources
P.4 Art ral fin"l conr*ption I 399 8.7 Ad;usted dß^rsable income I | 632
P.4l Actual individual consumption I 243
P.42 Actual collective consumption 156 D.8 Adjustment for the change in net equity
of households on pension funds I I
D.8 Adjustment for the change in net equity
of households on pension funds I I
8.8 Saving I 233
I The opening and the closing balancing item of this accoturt can be expressed in
gross or in net terms. The amount presenüed refers to the net value. 
-
Classifications and accounts
Table A.V.2. i Full sequence of accounts forthe total economy [cont.l
l l l .  Accumulation accounts
l l l . l :  Capital  account
Changes in assets Changes inliabilities and net worth
607
P.5l Gross fixed capital formation 376 B.8n Sa,ing, net 23ß
P.511 Acquisitions less disposals of tangible fixed assets 303
P.5l I I Acquisitions of new tangible fixed assets 305
P.5l 12 Acquisitions of existing tangible fixed assets I I
P.5l 13 Disposals of existing tangible fixed assets - 13
P.512 Acquisitions less disposals of intangible fixed assets 5l
P.5l2l Acquisitions of new intangible fixed assets 53
P.5122 Acquisitions of existing intangible fixed assets 6
P.5123 Disposals of existing intangible fixed assets - g
Additions to the value of non-produced
non-financial assets
D.9 Capital hansfers, rpceivable 62
D.9l Capital taxes 2
D.92 Inveshent grants 23
D.99 Ottrer capital transfer:s 32
D.9 Capital tnansfers, payable - 65
D.9l Capital taxes - 2
D.92 Investment grants -27P.513
22
P.513 I Major improvements to non-produced non-financial
assets
D.99 Other capital transfers -36
P.5132 Costs of ownership transfer on non-produced
non-financial assets t 7
K.l Consumption of fixed capital - 222
P.52 Changes in inventories 2g
P.53 Acquisitions less disposals of valuables l0
K.2 Acquisitions less disposals of non-produced
non-financial assets
K.21 Acquisitions less disposals of land and other
tangible non-produced assets 0
K22 Acquisitions less disposals of intangible
non-produced assets 0
8.9 Net lending (+) / Net borrowing (-) 38 8.10. I Changes in net worth due to swing and capital transfers I 230
.l "Changes in net worth due to saving and capital transfers" is not a balancing
item but corresponds üo the total of the right-hand side of the capital account.
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Table 4.V.2. Full sequence of accounts for the total economy [cont.]
l l l .2:  Financial  ccount
Changes in assets Changes in liabilities and net worür
608
F Net acquisition of financial assets &l F Net incunence of liabilities 603
F . l Monetary gold and SDRs - l
F.2 Currency and deposits t l  19 F.2 Cunency and deposits I t32
F.zl Currency 34 F.zl Currency 35
F.22 Transferable deposits 62 F.22 Transferable deposits 65
F.23 Other deposits 23 F.23' Other deposits 32
F.3 Securities other than shares 138 F.3 Securities other than shares t23
F.3l Short-term 54 F.3l Short-term 5 l
F.32 tn4g:!9q 84 F.32 l.ong-tenn 72
F.4 Loans 2 24 F.4 l.oans 2 2t7
F.41 Short-tenn 83 F.4l Short-term 76
F.42 Long-term 16l F.42 long-term t4l
F.5 Shares and other equity 2 u F.5 Shares and other equity ' 43
F.6 Insurance technical reserves 36 F.6 Insurance technical rpserves 36
F.6l Net equity of households on life instuance
reserves and on pension funds
F.6l Net equity of households on life insu ntce
reserYes and on pension funds33 33
F.6l I Net equity of households on life insurance reserves 22
F.612 Net equity of households on pension funds I I
F.62 Prepayment of premiums and reseryes against
outstanding claims
F.6l I NA equity of hous€holds on life insurance r€serves 22
F.612 Net equity of households on pension funds I I
F.62 Prepayment of premiums and rcseryes against
outstanding claims
F.7 Other accounts receivable 2 6l F.7 Other accounts payable 2 s2
F.7l Trade credits and advances l8  F.7 l Trade credits and advances l 8
F.79 Other accounts payable, except trade credits and
advances
F.79 Other accounts payable, except trade credits and
advances43 34
B.9 Net lending (+ ) /net bonowing (-) 38
I The following memorandum items related to the elements of the category
F.2 "Currency and deposits":
ml I denominated in national curr€ncy
ml2 denominated in foreign currency
rmzl liability of resident institutions
rn22 liability of rest of the world.
2 Memorandum item: F.m. Direct foreign investment.
Classifications and accounts
Table A.V.2. Full sequence ofaccounts for the total economy [cont.t
lll.3: Other changes inassets accounts
lll.3.l: Other changes in volume ofassefs account
Changes i.nassets Changes in liabilities and net worth
609
AN Non-financial assets l 0 AF Liabilities - 2
AN.l Produced assets - 7
K.4 Economic appearance of produced assets 3
K.7 Catastrophic losses - 9
K.7 Catastrophic losses 0
K.8 Uncompensated seianres 0
K.l0 other volume changes in financial assets and net
liabilities n.e.c. - 2
K.8 Uncompensated seianres 0
K.9 other volume changes in non-financial assets n.e.c. I
K.l2 Changes in classifications and structure - 2
K.l2 Changes in classifications and structure 0
K.l?.l changes in secüor classification and stnrctnne 0
K.12.2 Changes in classification of assets and liabilities 0
K. l2. l Changes in sector classification and structurc 0 K.t2.22 Changes in classification of assets or liabilities
K.12.2 Changes in classification of assets and liabilities - 2
K.l2.2l Monetization/demoneti"atton f gold - 2
K.tz.22 Changes in classification of assets or liabilities
othet than moneti"ation/demonetization of gold 0
of which :
AN.l I Fixed assets - 4
AN.l2 Inventories
AN.l3 Valuables - 2
AN.2 Non-produced, assets 17
K.3 Economic appearance of non-produced assets 24
K.5 Natual growth of non-cultivated biological resources 4
K.6 Economic disappearance of non-produced assets - 9
K.6l Depleiion of natural assets - g
K.62 Other economic disappearance of non-produced assets - I
K.7 Catastrophic losses - 2
K.8 Uncompensated seizures 0
K.9 Oth* nolo-r rhungrr in
K. 12 Changes in classifications and structure 0
K.l2.l changes in sector classifisation and structure 0
K.12.2 Changes in classification of ? sets and liabilities 0
K.t2.22 Changes in classification of assets or liabilities
AN.2l Tangible non-produced assets 17
4N.22 Intangible non-produced assets 0
AF Financial assets
K.7 Catastrophic losses 0
K.8 Uncompensated seizures 0
K.l0 Other volume changes in financial assets and
liabilities n.e.c.
K.l2 Changes in classifications and structure 2
K.l2.l changes in sector classification and structure 0
K.12.2 Changes in classification of assets and liabilities 2
K. 12.21 Monetization/demonetization of gold 2
K.tz.22 Changes in classification of assets or liabilities
AF.l Monetary gold and SDRs 7
AF.2 Currency and deposits 0
AF.3 Securities other than shares 0
AF.4 Loans - 4
AF.5 Shares and other equity 0
AF.6 Insurance technical reserves 2
of which:
AF.2 Currency and deposits 0
AF.3 Securities other than shares 0
AF.4 l,oans - 4
AF.5 Shares and other equity 0
AF.6 Insurance technical reserves 2
AF.7 Other accounts payable 0
- t
AF.7 Other accounts receivable
8.10.2 Changes in net worth due to other
changes in volume of assets
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Table A.V.2. Full sequence of accounts for the total economy [cont.l
610
lll.3.2: Revaluation account
Changes in assets Changes in liabilities and net worüt
K.l I Nominal holding gains(+/losscs(-) t: K.l I Nominal holding gains(-Mosses(+) t:
AN Non-financial assets 280 AF Liabilities 76
AN.l Produced assets 126 AF.2 Currency and deposits
AN.l I Fixed assets I I I AF.3 Secuities other than shares 42
4N.12 Invenüories 7 AF.4 Loans
AN.l3 Valuables 8 AF.5 Shares and other equity 34
AN.2 Non-produced assets 154 AF.6
AN.2l Tangible non-produced assets
Insurance technical reserves
152 AF.7 Other accounts payable
4N.22 Intangible non-produced assets
Financial assets 84
AF.I Monetary gold and SDRs t2
AF.2 Currency and deposits
AF.3 Securities other than shares 40
AF.4 Loans
AF.5 Shares and other equity
AF.6 Insurance technical reserves
AF.7 Other accounts receivable
3 l
B.10.3 Changes in net worth due to nominal holding gains/losses 288
I Ditrerences between data on individtral items and totals of holding gains/losses
may not be entirely consistent due to rounding errors.
Classifications and accounts
Table A.v.2. Full sequence of accounts forthe total economy [cont.l
lf l.3.2.l: Neutral holding ains/losses account
Changes inassets Changes inliabilities and net worür
611
K.l t.l Neutnal holding gains (+t 
"sCs (-r \ K.l l.l Neural holding gains (-\ qses (+i \
AN Non-financial assets 198 AF Liabilities t26AN.l Produced assets t2l
AN.l I Fixed assets l l l
AF.2 Currency and d€posits 29
AF.3 Securities other than shares 26AN. 12 Inventories 5 AF.4 loans 29AN.l3 Valuables
78
AF.5 Shares and other equiw 2g
AF.6 Insurance technical reserves Z
AF.7 Other accounts pavable 6
I
AF Financial assets 136
l 5
AF.2 Cotornry *d drooritt
AF.3 Sectrities other than shanes 25
AF.4 Loans 28
AF.5 Shares and other equity 26
AF.6 Insurance technical resewes 7
AF.7 Other accounts receivable
B.l0.3l Changes in net worth due to neutral hotding gainsllosses 208
I Differences between dataon individual items and üotals of holding gaingosses
may not be entirely consistent due to rounding erfi)nl.
111.3.2.2: Real holding ains/losses account
Changes in assets Changes in liabilities and net worth
K.l1.2 Real holding gains(-)/losses(+) t:
AN Non-financial assets 8 t AF Liabilities -50
AN.l Produced assets t AF.2 Currency and deposits - 29
AN.l I Fixed assets 0 AF.3 Securities other than shares l 6AN. 12 Inventories 3 AF.4 loans -29
AN.l3 Valuables
AN.2 Non-produced assets ZZ
76
AF.5 Shares and other equity 6
AF.6 Insurance technical reserves - 7
AF.7 Other accounts payable - 6
I
AF Financial assets -52
- 3
LO
AF.3 Secwities other than shares l 5
AF.4 Loans -28
AF.5 Shares and other equity 5
AF.6 Inr*re twhtti""l trrr*.s
AF.7 Other accounts receivable - 5
8.10.32 Changes in net worth due to real holding gains/losses 80
I Differences between data on individual items and totals of holding gainylosses
may not be entirely consisüent due to rounding errors.
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Table A.V.2. Full sequence of accounts for the total economy [cont.l
lV: Balance sheets
lV. l :  0pening balance sheet
Assets
Liabilities
and net worth
612
AN Non-financial assets 9 922 AF Liabilities 6 298
AN.l Produced assets 6 047 AF.2 Cunency and deposits | 471
AN.l I Fixed assets 5 54 AF.3 Securities other than shares l 3 u
AN.I2 Inventories 231 AF.4 Loans | 437
AN.I3 Valuables 272 AF.5 Shares and other equity I 406
AN.2 Non-produced assets 3 875 AF.6 Insurance technical rpserves 37r
AN.2I Tangible non-produced assets 3 809 AF.7 Other accounts payable 302
4N.22 Intangible non-produced assets 66
Financial assets 6 792
AF.I Monetary gold and SDRs 770
AF.2 Currency and deposits | 482
AF.3 Securities other than shares | 263
AF.4 l 384
AF.5 Shares and other equity | 296
AF.6 Insurance technical reserves 370
AF.7 Other accounts receivable 227
8.90 Net worth l 0  416
lV.2: Changes in balance sheet I
Assets
Liabilities
and net uorüt
. 
Totrlchangesinasscts , Totalchangesinliabilities
Non-financial assets 482 AF Liabilities 677
AN.I Produced assets 289 AF.2 Cunency and deposits 132
AF.3 Securities other than shares ' 165
2t3
AN. I I Fixed assets 239
AN.I2 Inventories 34 AF.4 lnans
AN.I3 Valuables t 6 AF.5 Shares and other equity 77
AF.6 Instrance technical reserves 38AN.2 Non-produced assets 193
4N.21 Tangible non-produced assets l9l AF.7 Other accpunts Payable 52
4N.22 Intangible non-produced assets 2
AF Financial assets 730
AF.I Monetary gold and SDRs l 8
AF.2 Currency and deposits l l 9
AF.3 Securities other than shares 178
AF.4 Loans 240
AF.5 Shares and other equity 75
AF.6 Instrrance technical rpseryes 38
AF.7 Other accounts receivable 6l
B. l0 535
B.l0,l Saing,and ca " ' trans.fers 230
8.10.2 Other changes in volume q(asse* 17
8.10.3 Nominal holding gaircllosses 288
B. l0 .3 t
Changes in net worth, total
due to:
8.10.32 Real holding gains/losses
I Differences between dataon individual items and totals of holding gainVlosses
may not be entirely consistent due to rounding errors.
Classifications a d accounts
Table A.V.2. Full sequence of accounts for the totat economy [cont f
fV.3: Cf osing balance sheet r
Assets Liabilities
and net worür
613
4N Non-financial assets l0 404 AF Liabilities 6 975AN.l Produced assets 6 336
AN.l I Fixed assets 5 783
AF.2 Currency and deposits I 603
AF.3 Sectrities othgr than shares I 426AN.l2 Invenüories 26s AF.4 l,oans l 650AN.l3 Valuables 288
4 068
AF.5 Shares and other equity I 4g3
409
4N.22 Intangible non-produced assets_ ,g
354
AF Financial assets 7 522
AF.l Monetary gold and SDRs 7gg
AF.2 Cunency and deposits I 601
AF.3 Securities other than shares I Ml
AF.4 Loans | 624
r 37r
AF.6 Insurance technical reseryes
AF.7 Other accormts receivable 288
8.90 Net worth l0  951
I Ditrerences between data on individuat items and totals of holding gains/losses
may not be entirely consistent due to rounding erroß.
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Table A.V.3. Full sequence of accounts for non-financial corporations
l: Production account
Uses Resources
614
P.2 Inüermediate consumption 899
B.le Value added, r.oss 854
K.l Consumption of fixed capital 137
717
p.l Outout r 1753
P.l I Market output I 722
P.l2 Oubut for own final use 3 I
B.ln Yalue added, net
I For,the valuation of outpu! refer to chaper VI, paragraphs 6.210 to 6.227.
ll. Distribution and use of income accounts
ll.1: Primary distribution of income account
ll.l.l: Generation of income account
Uses Resources
D.l Compensation of employees 545 B.l Yalue added I 7t7
D.l I Wases and salaries
D.l2 Employers' social contributions 124
D.121 Employers' achral social contributions
D.122 Employers' imputed social contributions 12
D.29 Other taxes on production 86
D.39 Other subsidies on production - 3 5
8.2 Operating surplus I t2r
I The opening and the closing balancing itern of this account can be expressed
in gross or in net terms. The amount presented rcfers to the net value.
Classifications and accounts
Table A.V.3. Full sequence of accounts for non-financial corporations [cont.l
ll.l.2: Allocation of primary income account
Uses Resources
615
8.2 O^ - a-o Sttf-' I nlD.41 Inüerest 56
n.+2 pistributed itrro*
D.45 Rent
D.421 Dividendsu.aL| L) l tqengs )^ D.4l Interest
D.422 withdra*als from income of quasi-comorytions 24
P.43 Reinvested earnings on direct foreign investment 0
D.4 Propertv income g6
33
D.42 Distributed income of comorations 3
D.421 Dividends
D.422 \Vilhdrrawals ftom income of quasi-corporations 0
D.43 Reinvested earnings on direct foreign invesünent 4
D.44 Propertv income attributed to insurance policvholders 5
31
D.45 Rent 4l8.5 Balance of primary incomes I 72
I The opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amount presented refers to the net value.
l l .1 .2.1 : Entrepreneurial income account
Uses Resources
87
D.4l Inüerest
B;2 O- -ating surn' q I ln
Lr .tr lru€rest 56
-D.45 Rent 3l D.4 Property income g6
D.4l Interest 33
D.42 Distribuüe4income of corporations 3
D.421 Dividends
D.422 Withdrawals from income of quasi-corporations 0
D.43 Reinvested earnings on direct foreign investment 4
D.44 Property income athibuted to ins
D.45 Rent 4l8.4 Entrepreneurial income I na
I Tht opening and the closing balancing item of this account can be expressed
in gross or in net üerms. The amotutt presented refers üo the net value
11.1.2.2: Allocation ofother primary income account
Uses Resources
D.4 Prope4, income 4g
D.42 Distributed in"o*r of rorpotuti*r 
. 
4g
8.4 Entre^' -ial income I 120
D.421 Dividends
D.422 withdrawals from income of quasi-comorations 24
D.43 Reinvested earnings on direct foreign investrrent 0
8.5 Balance of primary incomes I 72
I The opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amount presenüed refers to the net value
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Table A.V.3. Full sequence of accounts for non-financial corporations [cont.l
ll.2: Secondary distribution of income account
Uses Resources
616
D.5 Current tares on income, wealth, etc. 24 B.5 Bolorc" of pri^ory ir"o^rt ' 72
20D.5l Taxes on income
D.59 Other cunent taxes 4 D.6l Social contributions l 4
D.6l I ' Actual social contributions
D.62 Social benefits other than social transfen in kind D.6l I I Employers' actual social contributions I
D.6l I I I Compulsory employers' actual social contributions I
D.6lll2 Voluntary employers' actual social contributions 0
D.6112 Employees' social contributions
l 3
D.622 Privaüe funded social benefits
D.623 Unfirnded employee social benefits t2
I
D.7 Other cument transfers l l D.6ll2l Compulsory employees' social contributions I
D.61122 Voluntary employees' social contributions 0D.7l Net non-life insurance premiums 8
D.75 Miscellaneous crurent transfers 3 D.612 Imputed social contributions t2
D.7 Other current transfers l 0
D.72 Non-life insurance claims
D.ls Miscellaneous currenttransfers
8.6 Disposable income t 48
I The opening and the closing balancing item of this account can be expressed
in gross or in net terms. The arnotrnt presented refers to the net value.
l l .4: Use of income account
ll.4.l: Use of disposahle income account
Uses Resources
D.8 Adjustment for the change in net equity
of households on pension funds
8.6 Disposable income t 48
8.8 Saving I 48
I The opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amount presented refers to the net value.
Classifications a d accounts
Table A.V.3. Full sequence of accounts for non-financiaf corporations ['cont l
l l l .  Accumulation accounts
l l l . l :  Capital  account
Changes in assets Changes inliabilities and net worth
617
250 B.8n SnW, net 4g-
P.5l I I Acquisitions of new tangible fixed assets 2ff
P.5l 12 Acquisitions of existing tangible fixed assets 4
P.5l 13 Disposals of existing tangible fixed assets _ 6
P.512 Acquisitions less disposals of intangible fixed assets 2l
P.5l2l Acquisitioqs of new intangible fixed assets 2l
P.5122 Acquisitions of existing intangible fixed assets I
- l
P.513 Additions to the value of non-produced
non-financial assets 20
P.513 I Major improvements to non-produced
non-financial assets
P.5132
D.9 Capial transfers, receivable 33
P.gZ tn
D.99 Ottrer capital transfers 
.!g
D.9 Capital transfers, payable 
_ 16
D.9l Capital taxes 0
D.99 Qther capital transfen - 16
Costs of ownership transfer on non-produced
non-financial assets
P.52 Changes in inventories 26
P.53 Acqqisitions less disposals of valuables 
- 
z
K.2 Acquisitions less disposals of non-produced
non-financial assets
K.2l Acquisitions less disposals of land and other
- 6
K.22 Acquisitions less disposalt of int"
non-produced assets _ I
t7
- 7
B.9 Net lending (+) / net botowing (-) - 69 B.10. I Changes in net worth due to saving 65
and capital transfers I
] - "Changes in net worth due üo saving and capital transfers" is not a
balancing item but corresponds to the total of the right-hand side of the
capital account.
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Table A.V.3. Full sequence of accounts for non-financial corporations [cont.]
l l l .2:  Financial  ccount
Changes in assets Changes in liabilities and net worth
61t
F Net acquisition of financial assets 7 l F Net incurrence of liabilities 140
F.2 Cunpncy and deposits I t 7 F.2 Currency and deposits t 0
F.22 Transferable deposits 0
F.23 Other deoosits 0
F.zl Cunpncy
F.22 Transferable deposits l 0
F.23 Other deposits
F.3 Securities other than shares
F.3 Sectrrities other than shares l8 F.3l Short-term
F.31 Short-term l 5 F.32 L,ong-term 4
F.32 Long-term 3
F.4 l.oans 2 7 l
F.4 Loans 2 27 F.4l Short-term l 6
F.4l Short-term l 6 F.42 Inng-term 55
F.42 l,ong-term u
F.5 Shares and other equity 2 26
F.5 Shares and other equity 2
F.6 Insurance technical r€serves
F.6 Insurance technical rpsenres
Prepaymrent of premiums and reserves against
outstanding claims
F.6l Net equity of households on life insurance
reserves and on pension funds 0
F.612 Net equity of hotrseholds on pension futdsF.62
0
F,7 Other accounts receivable 2
Other accounts receivable, except trade credits and
advances
F.7 Other accounts payable 2 37
F.7l Trade credits and advances 8
F.79 other accognts payable, except trade credits and
29
F.7l Trade credits and advances
F.79
I advances
B.9 Net lending (+) /net borowing(-) -69
I The following memorandum items related to the elements of the category
F.2 "Currency and deposits":
ml I denominaüed in national currency
ml2 denominated in foreign currency
lm2l liability of resident instihrtions
m22 liability of rest of the world.
2 Memorandum item: F.m. Direct foreign invesünent.
Classifications and accounts
Table A.V.3. Full sequence of accounts for non-financial corporations [cont.l
l l l.3: Other changes inassets accounts
lll.3.l: 0ther changes in volume of assefts account
:
Changes inassets Changes in liabilities and net worth
619
AN Non-financial assets l 2 AF Liabilities
- 3
AN.l Produced assets
- 2
0
K.7 Catashophic losses
nK.7 Catastrophic losses 
_
K.8 Uncompensated seizurcs 0
K.l0 Other volume changes in financial assets
and liabilities n.e.c.
- 4
K.l2 Changes in classifioations and stnrcture I
K.l2.l changes in sector classification and stnrcture IK. 12 Changes in classifications and structure I
K.lz.l Changes in sector classification and stnrcture 3
K.12.2 Changes in classification of assets and liabilities 0
K.12.22 Changes in classification of assets or liabilities
ities 0
K.12.22 changes in classification of assets o, ti"uffi
_ - . - 
other than monetizatiot/dr*on*i"qqon of gold 0
oI wnlcn:
AF.2 Cunency and deposits 0
AF.3 Securities other than sharesAN.1 I Fixed assets
- I AF.4 loans - 3
AN.l2 Inventories
- l
AN.l3 Valuables
AN.2 Non-produced assets 14
K.3 Economic appearance of non-produced assets 27
K.5 Natunrl growth of non-cultivated biological resotrces 0
K.6 Economic disappearance of non-produced assets - 7
- 6
K.7 c"t"rtrophir lo** 
- 
o
- 4
K.l2.l changes in sector classification and structure I
K.12.2 Changes in classification of assets and liabilities 0
K.12.22 Changes in classification of assets or liabilities
onetization/demonetization of gold 0
u
AN.22 Intangible non-produced assets 0
AF Financial assets
- o
K.8 Uncompensated seizures 0
K.l0 other volume changes in financial assets and
liabilities n.e.c.
K.l2 Changes in classifications and structurp 2
K.l2.l changes in sector classification and structure 
- 
z
K.12.2 Changes in classification of assets and liabilities 0
K.12.22 Changes in classification of assets or liabilities
netizatiot/dr-onrtir"tion of gold O
0
AF.3 Securities other than shares 0
AF.4 Loans
- z
seryes 0
AF.5 Shares and other equitv 0
AF.6 Insurance technical reserves 0
0
AF.7 Other accounts receivable
changes in volume of assets
t 78.10.2 Changes in net worth due to other
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Table A.V.3. Full sequence of accounts for non-financial corporations [cont.]
lll.3.2: Revaluation account
Changes in assets Changes in liabilities and net worth
620
K.11 Nominal holding gains(+)/losses(-) ': K . l  l
AN Non-financial assets 144 AF Liabilities l 8
AN.l Produced assets 63 AF.2 Ctrrency and deposits 0
AF.3 Securities other than shares IAN. I I Fixed assets 58
AN.l2 Inventories 4 AF.4 Loans
4N.13 Valuables AF.5 Shares and other equiry 16
AF.6 Insurance technical reserves 0
AF.7 Other accounts Payable 0
AN.2 Non-produced assets 8 l
AN.2I Tangible non-produced assets 80
4N.22 Intangible non-produced assets I
AF Financial assets
AF.2 Currency and deposits 0
AF.3 Securities other than sharcs
AF.4 Loans
AF.5 Shares and other equity {J
AF.6 Insurance technical reserves
AF.7 Other accounts receivable
8.10.3 Changes in networth due to nominal holding gains/losses 134
I Differences between data on individual items and totals of holding
gains/losses may not be entirely consistent due üo rounding erroß.
Classifications and accounts
Table A.V.3' Fufl sequence of accounts for non-financial corporations [cont.l
lll.3.2.l: Neutral holding ainVtosses account
Changes inassets Changes inliabifities and net worth
621
K.ll.l Neutralholdinggains.(-) 
"ffi
Al.I Non-financial assets l 0 l AF Liabilities 36AN.l Prcduced assets 60
AN.l I Fixed assets 58
AN.l2 Inventories
AN.l3 Valuables
AN.2 Non-produced assets 4l
AF.2 Currency and deposits I
AF.3 Securities other rh I
4N.22 Intangible non-produced assets_ I
AF.4 l.oans r er u
AF.5 Shares and other equity 14
AF.6 Insurance technical reserves 0
3
AF.2 Cunency and deposits S
AF.3 Sect'ities other tfi
AF Financial assets l 8
. u .., \rrrvtrrtLrgD (|tll(lf Ulan SnafES aL
 F ' -AF.4 loans I
AF.5 Shares and other t
seryes f
AF.7 Other accounts receivable
B.l0.3l Changes in net worth due to neutral holding gains/losses 82
I Ditrerences between data on individual items and totals of holdinggainJlosses rnay not be entirely consistent due to rounding errors.
111.3.2.2: Real holding ains/losses account
Changes in assets Changes in liabilities and net worth
K.l I .2 Real holding gains(-)/losses(+) ': -
4N Non-financial assets 43 AF Liabilities -  1 8AN.l Produced assets
AN.l I Fixed assets
AF.2 Cunency and deposits _ I
AF.3 Securities other than shares IAN.l2 Inventories AF.4 Loans - 1 8
AN.l3 Valuables
40
AF.5 Shares and other equity 3
AF.6 Instrance technical reserves 0
AF.7 Other accounts payable _ 34N.22 Intangible non-produced assets 0
AF Financial assets
- 1 0
- 8
AF.3 Securities other than shanes I
AF.4 Loans
- l
I
AF.6 Insurance technical reseryes _ I
AF.7 Other accounts receivable - 3
8.10.32 Changes in net worth due to real holding gains/losses 5t
I Difterences between data on individtral items and totals of holding
gainvlosses may not be entirely consisüent due to rounding enoß.
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Table A.V.3. Full sequence of accounts for non-financial corporations [cont.]
lV: Balance sheets
lV. l :  0pening balance sheet
Assets
622
Liabilities
and net worth
AN Non-financial assets 5 041 AF Liabilities 1 8 1 7
AN.l Produced assets 3 001 AF.2 Currency and dePosits 40
AN.I I Fixed assets 2 878 AF.3 Securities other than shares 44
AN.I2 Inventories 85 AF.4 Loans 897
AN.I3 Valuables 38 AF.s Shares and other equity 687
t2AN.2 Non-produced assets 2 040 AF.6 Insurantce technical reserves
AN.2I Tangible non-produced assets I 989 AF.7 0t
4N.22 Intangible non-produced assets 5 l
AF Financial assets
AF.2 Curency and deposits 382
AF.3 Securities other than shares 90
AF.4 Loans 50
AF.5 Shares and other equity 200
AF.6 Instrance technical reserves 25
AF.7 Other accounts receivable 150
8.90 Net worth 4l2l
lV.2: Changes in balance sheet t
Assets
Liabilities
and net worth
Total changes in assets Total changes in liabilities
290 AF Liabilities r55AN Non-financial assets
AN.I Produced assets t82 AF.2 Currency and dePosits 0
AF.3 Securities other than shares 7AN.I I Fixed assets 150
29 AF.4 Inans 68AN.12 Inventories
AN;13 Valuables
AN.2 Non-produced assets
Al.I.2l Taneible non-produced assets
4N.22 Intangible non-produced assets
AF Financial assets 8 l
AF.2 Currency and deposits 17
AF.3 Securities other than shares
AF.4 loans 27
AF.5 Shares and othe
AF.6 Instrrance technical reseryes
AF.5 Shares and other equitY 42
AF.6 Instrrance technical reserves 0
AF.7 Otbet acto,rnts Pay"ble Y
108
108
0
2 l
Other accounts receivableAF.7
B. l0
B.l0.l Saving and ca :' 
' 
trans.c *q 65
8.10.2 Other changes in volume o(asseß l7
8.10.3 Nominal holding gains/losses 134
B.l0.3l Neutral holding gainillosses 82
Changes in net worth, total
due to:
216
8.10.32 Real holding gains/losses 5 l
I Differenccs between daa on indivi&nl it€ms and totals of holding
gainJlosses may not be entirely consistqrt due to rormding erron.
Classifications a d" accounts
Table A.V.3. Full sequence of accounts for non-financial corporations [cont.]
1V.3. Closing balance sheet I
Assets Liabilitiesand net worth
623
Non-financial assets 5 331 AF Liabilities | 972
AF.2 Currency and deposits 40
AN.1 Produced assets 3 183 AF.3 Securities other than shares 5 l
AN.l I Fixed assets 3 028 AF.4 l,oans 96sAN.l2 Invenüories ll4 AF.5 Shares and other equity 729
AN.l3 Valuables 4l AF.6 Insurance technical r€serves t2
AN.2 Non-produced assets 2 l4g
AN.2l Tangible non-produced assets 2 097
4N.22 Intangible non-produced assets 5l
AF.7 Other accorurts payable 174
AF Financial assets 978
3gg
AF.3 Securities other than shares l l l
AF.4 Loans 77
AF.5 Shares and other equity 209
AF.6 Jnsurance üechnical reserves 25
AF.7 Other accounts receivable r57
8.90 Net worth 4 337
I Differences between data on individual items and totals of holding
gains/losses may not be entirely consistent due to rounding erro$.
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Table A.V.f. Full sequence of accounts for financial corporations
l:  Product ion account
Uses Resources
62
P.2 Intermediate consumption 29 P.l OuFut I t02
P.l I Market output t02
P.lz Ouhut for own final use
B.lg !a149 a4!ed, gross 73
K.l Consumption of fixed capital l 0
B.ln Value added, net 63
I For the valuation of output refer to chapter VI, paragraphs 6.21 0 n 6.227 .
l l . Distribution and use 0f income accounts
ll.1: Primary distribution of income account
ll.l .l: Generation of income account
Uses Resources
D.l Compensation of employees 15  B . l Yalue added net I 63
D.l I Wages and salaries l 0
D.lz Employers' social contributions
D.l2l Employers' actual social contributions
D.122 Employers' imputed social contributions
D.29 Other taxes on production
D.39 Other subsidies on production
8.2 Operating surplus I 45
I The opening and the closing balancing item of this accotrnt can be expressed
in gross or in net terms. The amount presented refers to the net value.
Classifications and accounts
Table A.V.4. Full sequence of accounts for financial corporations [cont.l
ll.l.2: Allocation of prinary income account
Uses Resources
625
'D.4 Propertyincome T 8.2 Or - +,-o sut',' - t 4
D.4l Interest 106
D.42 Distributed income of corporations 36
76D.421 Dividends 
-_
D.422 Withdrawals from income of quasi-corporations 
_ 
0
D.43 Reinyested earnings on direct foreign investment 0
D.44 Property income attributed to insurance policyholders 25
D.4 Property income l4l
D.4l Interest 106
D.42 Distributed income of corporations 25
D.421 Dividends 25
D.422 withdrawds from income of quasi-corporations 0
D.43 Reinvested earnings on direct foreign investrrent 7
D.44 Property income athibuted to instrance policyholders 0
D.45 Rent
D.45 Rent
8.5 Balance of primary incomes I l 9
I Tht opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amount presenüed refers üo the net value
1|,.1.2.1: Entrepreneurial income account
Uses . Resources
D.4 Property income l3l 8.2 O^ -ating surolus I 45
D.4l Interest 106
D.44 Property income attributed to insurance policyholders 25
D.45 Rent 0
D.4 Property income t4l
D.4l Inüerest r06
D.42 Distibuüed income of conrorations 25
DA21 Dividends 25
D.422 withdrawals from income of qtrasi-comorations 0
D.43 Reinvested earnings on direct foreign investment 7
D.44 Property income athibuted üo insurance policyholders 0
D.45 Rent
8.4 Entreprenanrial income t 55
1 The opening and the closing balancing item of this account can be exprcssed
in gross or in net üerms. The amount prcsented refers to the net value
11.1.2.2: Allocation ofother primary income account
Uses Resources
D.4 Ptop"tw in"orne 36 8.4 Entrepreneurial income I
D.42 Distribuüed income of comorations 36
D.421 Dividends 36
D.422 withdrawals from income of quasi-corporations 0
D.43 Reinvested earnings on direct foreign investment 0
8.5 Balance of primary incomes I l 9
55
I The opening and the closing balancing item of this account can be exprcssed
in gross or in net terms. The amount presented refers to the net value
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Table 4.V.4. Full sequence of accounts for f inancial corporations [cont.]
l l .2: Secondary distribution of income account
Uses Resources
621
D.5 Current taxes on income, wealth, eüc. l 0 8.5 Bolan", of pri*ory ir"o*tt t 19
D.5l Tores on income
D.59 Other current taxes 3 D.6l Social contributions 39
D.6l I Actual social contributions 38
D.62 Social benefits other than social transfers in kind 29 D.6l I I Employers' actual social contributions l 8
D.622 Private funded social benefits 28 D.611I I Compulsory employers' actual social contributions 15
D.6lll2 Voluntary employers' actual social contributions 3
D.6l  l2 Employees' social contributions 20
D.623 Unfunded employee social benefits
D.7 Other current transfers 46 D.6l l2l Compulsory employees' social contributions 15
D.6l122 Voluntary employees' social contributions 5
45 D.612 Impuüed social contributions
D.7l Net non-life insurance premiums
D.72 Non-life insurance claims
D.75 Miscellaneous curent transfers
D,7 Other current transfers 49
D.7r Net non-life insurance premiums 45
D.72 Non-life insurance claims
D.75 Miscellaneous curent transfers
8.6 Dßposable income I 22
I Ths opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amount presented refers to the net value.
l l .4:  Use of income account
ll,4.l: Use of disposahle income account
Uses Resources
D.8 Adjustment for the change in net equity
of households on pension funds
8.6 Disposable income I 22
l l
8.8 Saving I l l
I The opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amount presented refers to the net value.
Classifications a d accounts
Table A.V.4. Full sequence of accounts for financial corporations [cont.l
l l l .  Accumulation accounts
l l l . l :  Capital  account
Changes in assets Changes inliabilities and net worth
627
rmation 9 B.8n Soring, r"t ----ll
P.5l I Acquisitons less disposals of tangible fixed assets 8
P.5l I I Acquisitions of new tangible fixed assets 7
I
P.512 Acq,risitions less disposals of intangible fixed assets I
P.5l2l Acguisitions of new intangible fixed assets I
0
P.5123 Disposals of existing intangible fixed 4!r"t"T
P.513 Additions üo the value of non-produced
non-financial assets
P.5 l3 l Major improvements to non-produced
non-financial assets
P.5132 Costs of ownership hansfer on non-produced
non-financial assets
_ 1 0
P.52 Changes in inventories 0
P.53 Acquisitions less disposals of valuables 0
K.2 Acquisitions less disposals of non-produced
non-financial assets
K.2l Acquisitions less disposals of land and other
tangible non-produced assets 0
K.22 Acquisitions less disposals of intangible
0non-produced assets
D.9 Capital hansfers, receivable 0
D.92 Investment grants 0
D.99 CIher capital transfers 0
D.9 Capital hansfers, payable _ 7
D.9l Capital taxes 0
D.99 Other capital transfers - 7
B.9 Net lending (+) / net borrowing (-) 5 8.10. I Changes in net worth due to saving
and capital transfers I
I "Changes in net worth due to saving and capital transfers" is not a balancing
item but corresponds üo the toüal of the right-hand side of the capital account.
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Table 4.V.4. Full sequence of accounts for f inancial corporations [cont.J
l l l .2 :  F inancia l  ccount
Changes in assets
62t
Changes in liabilities and net worth
F Net acquisition of financial assets 237 F Net incurrence of liabilities 232
- lF . l Monetary gold and SDRs
F.2 Currency and deposits t 15 F.2 Currency and deposits t
F.2l Currency 15 F.2 l Currency 35
F.22 Transferable deposits 0 F.22 Transferable deposits 63
F.23 Other deposits 0 F.23 Other deposits 32
F.3 Sectrrities other than shares 53 F.3 Securities other than shares 53
F.3 l Short-term 4 F.3 l Short-term 34
F.32 Long-term 49 F.32 Long-term l 9
F.4 Loans 2 t67 F.4 l,oans 2
F.4l Short-üerm 63 F.4l Short-term
F.42 Long-üerm 104 F.42 [,ong-term
F.5 Shares and other equity 2 3 F.5 Shares and other equity 2 l 3
F.6 Insurance technical reserves 0 F.6 Insurance technical rpserves 36
F.62 Prepayment of premiums and reserves against
outstanding claims
F.61 Net equity of households on life insurance
0 r€serves and on pension funds 33
F.7 Other accounts rcceivable 2
F.6l I Net equity of households on life insurance reserves 22
F.612 Net equity of households on pension funds I I
F.62 Prepayment of premiums and reseryes against
outstanding claims 3
F.7t Trade credits and advances
F.79 Other accounts receivable, except trade credits and
advances
F.7 Other accounts payable 2
F.7l Trade credits and advances
F.79 Other accounts payable, except trade credits and
advances
8.9 Net lending(+ ) /net borowing(-)
I The following memorandum items related to the elements of the category
F.2 "Currency and deposits":
ml I denominated in national currency
ml? denominated in foreign crurency
rn2l liability of resident institutions
m22 liability of rest of the world.
2 Memorandum item: F.m. Direct foreign investment.
Classifications and accounts
Table A.V.4. Full sequence of accounts for financial corporations [cont.l
l l l .3: 0ther changes in assets accounts
lll.3.l: 0ther changes in volume of assets account
Changes in assets Changes inliabilities and net worth
629
AN Non-financial assets - 2 AF Liabilities
AN.l Produced assets - 2
K.4 Economic appearance of produced assets 0
K.l Catastrophic losses 0
K.7 Catastnophic losses 0
K.8 Uncompensated seianres 0
K.l0 Other volume changes in financial assets and
liabilities n.e.c.
K.8 Uncompensated seianres 0
K.9 other volume changes in non-financial assets n.e.c. 0
K. 12 changes in classifications and structure - z
K.l2 Changes in classifications and structure 0
K.l2.l Changes in secüor classification and strtrctr"re 0
K.12.2 Changes in classification of assets and liabilities 0
""" 
"9,1ä:;ilTlT#;3;l.:lH:ff;jl:l'ffi, ,
of which:
AF.2
AF.3 Sectrities other than shares
AF.4 loans
AF.5 Shanes and other equity 0
AF.6 Insurance technical reserves 2
- 2 AF.7 0t
K .12 .1 Changes in sector classification and structure 0
K. 12.2 Changes in classification of assets and liabilities - 2
K.l2.2l Monetization/demoneti-tion of gold J
K.t2.22 Changes in classification of assets or liabilities
AN.l I Fixed assets
AN.l2 Inventories
AN.l3 Valuables
AN.2 Non-produced assets 0
K.3 Economic appearance of non_produced assets 0
K.5 Natural growth of non-cultivaüed biological resources 0
K.6 Economic disappearance of non-produced assets 0
K.6l Depletion of natural assets 0
K.62 Other econo+ic disappearaqce of non-produced assets 0
K.7 Catastrophic losses 0
K.8 Uncompensated seizures 0
K.9 other volume changes in non-financial assets n.e.c. 0
K.l2 Changes in classifications and structure 0
K.l2.l changes in sector classification and structure 0
K.12.2 Changes iq classification of assets apd liabilities 0
K.tz.22 Changes in classification of assets or liabilities
AN.2l Tangible non-produced assets 0
4N.22 Intangible non-produced assets 0
AF Financial assets
K.7 Catastrophic losses 0
K.8 Uncompensated seiztres _ 3
K.l0 other volume changes in financial assets and
liabilities n.e.c. I
K.l2 Changes in classifications and structure 2
K.12. I changes in sector classification and structure 0
K.12.2 Changes in classification of assets and liabilities 2
K.l2.2l Monetization/demonetization of gold 2
K.tz.22 Changes in classification of assets or liabilities
AF.l Monetary gold and SDRs 7
AF.2 Currency and deposits 0
AF.3 Securities other than shares - 3
AF.4 Loans - 4
AF.5 Shares and other equity 0
AF.6 Insurance technical reserves 0
AF.7 Other accounts receivable
- 48.10.2 Changes in net warth due to other
changes in volume of asseß
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Table 4.V.4. Full sequence of accounts for f inancial corporations [cont.J
lll.3.2: flevaluation account
Changes in assets Changes in liabilities and net worth
631
K.1l Nominal holding gains(+)/losses(-) ': K . l l Nominal holding gains(-)/losses(+)' :
AN Non-financial assets AF Liabilities 5 l
AN.l Produced assets AF.2 Currency and deposits 0
AN.I I Fixed assets 2 AF.3 Secuities other than shares 34
AN.12 Inventories O AF.4 loans
AN.I3 Valuables 0 AF.s Shares and other equity t7
AN.2 Non- 2 AF.6 Insurance technical reserves
AN2I Tangible non-produced assets I AF.7 Other accounts payable
4N.22 Intangible non-produced assets
AF Financial assets 57
AF.I Monetary gold and SDRs l l
AF.2 Currency and deposits
AF.3 Secuities other than shares 30
AF.4 Loans
AF.s Shares and other equity l 6
AF.6 Insurance technical reserves
AF.7 Other accounts receivable
8.10.3 Changes in net worth due to nominal holding gains/lo,s,te.t l 0
I Dif;Ferences between data on individual items and totals of holding
gains/losses may not be entirely consistent due to rotrnding erors.
Classifications a d accounts
Table A.V.4. Full sequence of accounts for financial corporations [cont.l
111.3.2.1: Neutral holding ains/losses account
Changes in assets Changes in liabilities and net worür
631
K.l l.l Neutral holding gains (+) sses (-) t: K.1 I .l Neutral holding gains (-/losses (+) t:
AN Non-financial assets AF Liabilities 68
AN.1 Produced assets AF.2 Currency and deposits 26
AN.l I Fixed assets AF.3 Securities other than shares 2 l
AN.l2 Inventories 0 AF.4 loans
AN.l3 Valuables AF.s Shares and other equity l 4
4N,2 Non-prodqged assets I AF.6 Insurance üechnical rcserves
AN.2I I AF.7 Other accoturts payable
4N.22 Intangible non-produced assets
.AF Financial assets 70
AF.l Monetary gold and SDRs t4
AF.2 Currency and deposits
AF.3 Sectrities other than shares t 9
AF.4 Loans 24
AF.5 Shares and other equity l 3
AF.6 Insurance technical reserves
AF.7 Other accorurts receivable
8.10.3 | Changes in net worth due to nantral holding gains/losses
1 Differences between dataon individtral iüems and totals of holding
gains/losses may not be entirely consistent due to rounding errors.
111.3.2.2: Real holding ains/losses account
Changes in assets Changes in liabilities and net worth
K.l1.2 Real holding gains(+)4osses(-) t: K.l1.2 Real holding gains(-Mosses(+) t:
AN Non-financial assets AF Liabilities -17
AN.l Produced assets AF.2 Currency and deposits -26
AN.l I Fixed assets AF.3 Securities other than shares l 3
AN.l2 Invenüories O AF.4 Loans
AN.l3 Valuables AF.s Shares and other equity
AN.2 Non-produced assets I
AN.2l Tangible non-produced assets I
4N.22 Intangible non-produced assets
AF Financial assets - 1 3
AF.l Monetary gold and SDRs - 3
AF.2 Currency and deposits
AF.3 Securities other than shares
AF.4 Loans -24
AF.5 Shares and other equity
AF.6 Insurance technical reserves
AF.7 Other accounts receivable
AF.6 Insurance technical resenres - 7
AF.7 Other accounts payable
il
- l
8.10.32 Changes in net worth due to real holding gains/losses
I Differences between data on individual items and totals of holding
gains/losses may not be entirely consisüent due üo rounding errorri.
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Table A.V.4. Full sequence of accounts for f inancial corporations [cont.]
lV: Balance sheets
lV.1: Opening balance sheet
Assets
Liabilities
and net worth
632
AN Non-financial assets t44 AF Liabilities 3 384
AN.l Produced assets 104 AF.2 Currency and deposits I  281
AN.l I Fixed assets 99 AF.3 Securities other than shares I 053
AN. 12 Inventories AF.4 loans
AN.l3 Valuables I AF.5 Shares and other equity 715
AN.2 Non-produced assets 40 AF.6 Insurance üechnical reserves 335
AN.2T 37 AF.7 Other accounts payable 0
4N.22 Intangible non-produced assets 3
AF Financial assets 3 508
ÄF.l Monetary gold and SDRs 690
AF.2 Currency and deposits
AF.3 Securities other than shares 950
AF.4 Loans I  187
AF.s Shares and other eglql 651
AF.6 Insurance technical reserves
AF.7 Other accounts receivable
8.90 Net worth 268
lV.2: Changes in balance sheet t
Assets
Liabilities
and net worth
Total changes in assets Total changes in liabilities
AN Non-financial assets I A F Liabilities 285
AN.l Produced assets - t AF.2 Currency and deposits 130
AN.l I Fixed assets I AF.3 Securities other than shares 87
AN.l2 Inventories O AF.4 [.oans
AN.l3 Valuables - 2 AF.s Shares and other equity 30
4N.2 No4lroduced assets 2 AF.6 Insurance technical reserves 38
AN.2l T4ngible non-produced assets I AF.7 Other accounts payable
4N.22 Intangible non-produced assets
AF Financial assets
AF.l Monetary gold and SDRs t 7
4!i.2 Cuqency and deposits l 5
AF.3 Securities other than shares 80
AF.4 Loans r63
AF.s Shares and other equity l 9
AF.6 Insurance technical rpsörves
AF.7 Other accounts receivable
B.l0 Changes in net worth, total
dtre to:
l 0
B.l0.l Sanins and capital tansfers
8.10.2 Other changes in wlume of assets - 4
8.10.3 Nominal holdins gains/losses
B. l0.3 l Neutral holding gainJlosses
8.10.32 Real holding gains/losses
l 0
I Differences between data on individual items and totals of holding
gains/losses may not be entirely consisteirt due to rcunding erroß.
Classifications and accounts
Table A.V.4. Full sequence of accounts for financial corporations [cont.l
1V.3, Closing balance sheet I
Assets
Liabilities
and net worth
633
AN Non-financial assets t45 AF Liabilities 3 669
AN.l Produced assets 103 AF.2 Currency and deposits l 4 l l
AN.l I Fixed assets 100 AF.3 Securities other than shares I 140
AN.l2 Inventories 0 AF.4 loans
AN.l3 Valuables
AN.2 Non-produced assets 42
AN.2l Tangible non-produced assets 38
4N.22 Intangible non-produced assets
AF Financial assets 3 802
AF.l Monetary gold and SDRs 707
AF.2 Ctrre4cy and deposits
AF.5 Shares and other equity 745
AF.6 lnsurance technical reserves 373
AF.7 Other accounts payable
l 5
AF.3 Sectrities other than shares l 030
AF.4 Loans I 350
AF.5 Shares and other equity 670
AF.6 Insuance technical rpserves 30
AF.7 Other accounts receivable
8.90 Net worth 278
I Differenoes between data on individual items and totals of holding
gains/losses may not be entirely consistent due to rounding enonl.
System of National Accounts 1gg3
Tabls A.V.5. Full sequence of accounts for general government
l: Production account
Uses Resources
634
P.2 Intermediaüe consumption 252 P.l Output l MO
P.l I Market output 80
LLz Output for own final use
P.l3 Other non-market output 360
g.lg Ytl"" tdkl, gr"* 188
K.l Consumption of fixed capital
B.ln Value added,Vet
30
158
I For the valuation of outpu! refer to chapter VI, paragraphs 6.210 to 6.227.
ll. Distribution and use of income accounts
ll. l : Primary distribution of income account
ll.l.l: Generation of income account
Uses
D.l Compensation of employees
Resources
140 B.l Yalue added t 158
! . l l  w 87
D:12 E 53
D.l2l ons 48
D.122 E-ployers' imputed social con ib ons
p.29 0t
D.39 Other subsidies on production 0
l 68.2 Operating surplus I
I The opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amount presented refen to the net value.
Classifications and accounts
Table A.V.s. Full sequence of accounts for general government lcont.l
ll.l.2: Allocation of primary income account
Uses Resources
635
D.4 Property income 42 8.2 Operating sur^tus I 16
D.4l Interest 35
D.42 Distribuüed income of comorations 0
D.422 withdrawals from income of quasi-corporations 0
D.43 Reinvested earnings on direct foreign investment 0
D.45 Rent
D2 Taxes on production and imports 235
D.zl Taxes on products t4l
D.zll Value added tlpe taxes (VAT) t2r
D.212 Taxes and duties on imports excluding VAT t7
D.2l2 l Import duties t7
D.2t22 Taxes on imports excltrding VAT and duties
D.213 Export taxes
D.214 Taxes on products except VAT, import and
export taxes
D.29 Other taxes on production 94
D.3 Subsidies - 4
D.3l Subsidies on products - 8
D.3l I Import subsidies
D.312 Export subsidies
D.319 Other subsidies on products - 8
D.39 Other subsidies on production -36
D.4 Property income 32
D.4l Interest t4
D.42 Distribuüed income of corpomtions l 8
D.421 Dividends
D.422 Withdrawals from income of quasi-corporations 13
D.43 Reinvested earnings on direct foreign investment 0
D.44 Property income athibuted to insurance policyholders 0
D.45 Rent
B.5 Balance of primary incomes I 197
I The opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amount presented refers to the net value.
System of National Accounts 1993
Table A.V.s. Full sequence of accounts for general government [cont.l
11.1.2.1: Entrepreneurial income account
Uses Resources
636
D.4 Properfy income 2 9
D.41 Interest 2
8.2 O^orating sur^' e r 16
D.45 Rent D.4 Property income 2
D.4l Intcrest
D.42 Distributed income of corporations
D.421 Dividends
D.422 Withdrawals from income of quasi-corporations 0
D.43 Reinvested earnings on direct foreign investurent 0
P.44 Property income attributed to insurance policvholden 0
D.45 Rent
8.4 Entreprenanrial income t l l
I The opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amount presenüed refers to the net value.
2 Including only property income connected with market activities.
|.1.1.2.2: Allocation ofother primary income account
Uses Resources
D.4 Property income 2 33 8.4 Entreprenanrial income t l l
D.4l Interest 33
D.2 Taxes on production and imports
D.zl Taxes on products
D.2l I Value added t!4re taxes CVAT)
D.2t2 Taxes and duties on imports excluding VAT
D.2t2l Import duties
D.2122 Taxes on imports excluding VAT and duties
D.213 Export taxes
D.214 Taxes on products except VAT, import and
export taxes 
_2
D.29 Other taxes on productiqn 94
D.3 Subsidies -u
D.3l Subsidies on products - 8
D.3l I Import subsidies
D.312 Export subsidies
D.319 Other subsidies on products - 8
D.39 Otlrer subsidies on prodtrction - 3 6
D.4 Prcperty income 2 28
D.4l Interest t4
D.42 Distributed income of corporations t4
D.421 Dividends
D.422 Withdrawals from income of quasi-corporations 13
23s
t4l
t2l
l 7
t7
8.5 Balance of primary incomes I r97
I The opening and the closing balancing item of this account can be exprcssed
in gross or in net terms. The amount presentcd rcfen to the net rnlue.
2 Property income not connected with market activities.
Classificätions and accounts
Table 4.V.5. Full sequence of accounts for general government [cont.l
ll.2: Secondary distribution of income account
Uses
637
Resources
D.5 Currenttaxesonincome,wealtbeto. 0 85 Balanceofprimcyhamcsl 197
D.59 Othcr current taxes 0 
_
D.5 Cunent taxes on income, wealth, etc. 2t3
D.62 Social benefits other than social transfers in kind 289 D.5l Taxes on income 204
D.621 Social security benefits in cash 232 D.59 Other cument taxes
D.622 Private firnded social benefits
D.623 Untfq4qd employee social benefits 5 D.6l Social contributions 268
D.624 Social assistance benefig in cash 52 D.6l l Actual social contributions 263
D.6l I  I Employers' actual social contributions 155
D.7 Other cunent transfers 139 D.611I I Compulsory employers' actual social contributions 14,4
D.6l I 12 Voluntary employers' actual social contributions I ID.7l Net non-life insurance prcmiums
D.73 Current transfers within general government 96 D.6tt2 Employees' social contributions 76
D.74 Currentinternational cooperation 3 l D.6l121 Compulsory employees' social contributions 69
D.6l122 Voltrntary employees' social contributions 7
D.6113
D.ls Miscellaneous currenttransfers
Social contributions by self- and
non-employed persons 32
D.6l  l3 l Compulsory social contributions by self- and
non-employed peßons 22
D.6tt32 Voluntary social contributions by self- and
non-employed p€rsons l0
D.612 Imputed social contributions
D.7 Other current transfers 108
D.72 Non-life insurance claims
D.73 Current transfers within general government 96
D.74 Current international corporations
D.75 Miscellaneous current transfers l 0
8.6 Dßposable income I 3s8
I The opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amormt presented refers to the net value.
l l .3: Redistribution f income in kind account
Uses Resources
D.63 Social transfers in kind 2t2 8.6 Disposable income t 358
D.631 Social benefits in kind t62
D.631 I Social security benefits, reimbursements 78
D.6312 Other social security benefits in kind 65
D.6313 Social assistance benefits in kind l 9
D.632
50
8.7 Adjusted disposable income I t46
Transfers of individual non-market goods and
services
I The opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amount presented refers to the net value.
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Table A.V.s. Full sequence of accounts for general government lcont.l
l l .4:  Use of income account
ll.4.l: Use of disposahle income account
Uses Resources
638
P.3 Final consumption expenditure 36g 8.6 Disposable income I 358
P.3l Individual constrnnption expenditure 212
P.32 collective consumption expenditure 156
D.8 Adjustmeqt for the change in net equity
of households on pension funds 0
8.8 Saving I - 1 0
I Th" oparing and the closing balancing item of this account can be exprcssed
in gross or in net terms. The amount presented refers to the net value
11.4.2: Use of adjusted disposable income account
Uses Resources
P.4 
. 
Actual final consumption I j6 8.7 Adjusted disposable income I t46
P.42 Actual collective consumption 156
D.8 Adjustment for the change in net equity of households
0on pension fuirds 
,
8.8 Saving I -  l 0
I Tht opening and the closing balancing item of this account can be exprcssed
in gross or in net terms. The amorurt prcsented refers to the net valge
Classifications a d accounts
Table A.V.s. Full sequence of accounts for general government [cont.l
l l l .  Accumulation accounts
l l l . l :  Capital  account
Changes in assets Changes inliabilities and net worth
639
P.sl Gross fixed capital formation 37 B.8n Saving, net - l0
P.5l I Acguisitions less disposals of tangible fixed assets 23
P.5l I I Acquisitions of new tangible fixed assets 24
P.5l 12 Acquisitions of existing tangible fixed assets I
P.5l 13 Disposals of existing tangible fixed assets - 2
P.512 Acquisitions less disposals of intangible fixed assets 12
P.5l2l Acquisitions of new intangible fixed assets 12
P.5122 Acguisitions of existing intangible fixed assets 2
P.5123 Disposals of existing intangible fixed assets - 2
P.513 Additions to the value of non-produced
non-financial assets
D.9 Capital transfers, receivable 6
D.9l Capital tanes 2
D.92 Investment grants 0
D.99 Other capital transfers 4
D.9 Capial transfers, payable - 34
D.9l Capital taxes 0
D.92 Investment gnants -27
P.5 t 3 l Major improvements to non-produced
non-financial assets
D.99 Other capital transfers - Z
2 
- . - -  vy r rv r  v* lu rs r  v s ry rv rp  
P.5132 Costs of ownership transfer on non-produced
non-financial assets
K.l Consumption of fixed capital - 30
P.52 Changes in inventories 0
P.53 Acquisitions less disposals of valuables 3
K.2 Acquisitions less disposals of non-produced
non-financial assets
K.2l Acquisitions less disposals of land and other
tangible non-produced assets 2
K.22 Acquisitions less disposals of intangible
non-produced assets 0
8.9 Net lending (+) / net borrowing (-) - 50 8.10. I Changes in net worth due to saving
and capital transfers I
- 3 8
I "Changes in net worth due to saving and capital transfers" is not a balancing
iüem but corresponds üo the total of the right-hand side of the capital account.
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Table 4.V.5. Full sequence of accounts for general government [cont.]
l l l .2:  Financial  ccount
Changes in assets
640
Changes in liabilities and net worth
F Net acquisition of financial assets t20 F Net incurrence of liabilities 170
F.1 Monetary gold and SDRs
F.2 Currency and deposits t 7 F.2 Currency and deposits t 2
F.zl Currency 2 F.zl Currency
F.22 Transferable deposits 4 F.22 Transferable deposits
F.23 Other deposits I F.23 Other deposits
F.3 Securities other than shares 26 F.3 Securities other than shares il
F.3 r Short-term I  I  F.3l Short-term l 5
F.32 Long-term 15 F.32 lnng-term 49
F.4 l.oans 2 45 F.4 l.oans 2
F.4l Short-term I F.4l Short-term 32
F.42 Long-term u F.42 [.ong-term 62
F.5 Shares and other equity 2 36 F.5 Shares and other equity 2 0
F.6 Insurance technical reserves 0 F.6 Insurance technical rcserves
F.62 Prepayment of premiums and resenrcs against
outstanding claims
F.6l Net equity of hotrseholds on life insurance
0 ttsewes and on pension funds 0
F.6t2
F.7 Other accounts receivable 2
F.7l Trade credits and advances I F.7 Other accounts payable 2 l 0
F.79 Other accorurts receivable, except trade credits and
advances
F.7l Trade credits and advances
F.79 Other accourts payable, except trade credits and
advances
8.9 Net lendkg (+ ) ket bonowing (-) -50
I The following memorandum items related to the elements of the category
F.2 "Currency and deposits":
ml I denominated in national currency
ml? denominated in foreign currency
rn2l liability of resident instihrtions
rn22 liability of rest of the world.
2 Memorandum item: F.m. Direct foreign inveshent.
Classifications and accounts
Table A.V.s. Full sequence ofaccounts for general government [cont.l
lll.3: 0ther changes inassets accounts
lll.3,l: 0ther changes in volume ofa-ssefs account
Changes'in assets Changes inliabilities and net worür
641
Al.I Non-financial assets 0 AF Liabilities - l
AN.l Produced assets - 3 K.7 Catastrophic lossgs 0
K.4 Economic appearance of produqed assets 3
K.7 Catastrophic losses - 4
K.8 Uncompensated seianres 0
K.l0 other volume changes in financial assets and 0
liabilities n.e.c.
K.8 Uncompensaüed seianres I
K.9 other volume changes in non-financial assets n.e.c. 0
K.12 Changes in classifications and struclllre - l
K.l2 Changes in classifications and structure _ 3
K. l2. l Changes in sector slassification and structure - 3
K.12.2 Changes in classification of assets and liabilities 0
K.12.21 Monetization/demonetizaton f gold 0
K.12.22 Changes in classification of assets or liabilities
of which:
AN.l I Fixed assets - 3
AN.l2 Inventories
AN.l3 Valuables
4N.2, Non-produced assets 3
K.3 Economic appearance of non-produced assets 0
K.5 Natr.ual growth of non-cultivated biological resotuces 4
K.6 Economic disappearance of non-produced assets - 2
K.6l Depletion of natural assets - 2
K.62 Other econo
,r, -z
K.8 Uncompensated seizures 4
K.9 other volume changes in non-financial assets n.e.c. 0
K. 12 Changes in classifications and structure - I
K.l2.l changes in sector classification and struc@e - I
K.12.2 Changes in classification of assets and liabilities 0
K.t2.22 Changes in classification of assets or liabilities
AN.2l Tangible non-produced assets 3
AN.22 Intrttgibl" non+rodrr"rd 
"rrrt,
AF Financial assets
K.7 Catastrophic losses 0
K.8 uncompensaüed seizures 
- 
3
K.l0 Other volume changes in financial assets and
liabilities n.e.c.
K.l2 Changes in classifications and structure -2
K.l2.l Ch*gm in rc.totrl"sifi""tion 
"nd 
rt.rrtroT
K.12.2 Changes in classification of assets and liabilities 0
K.l2.2l Monetization/demonetization of gold - 0
K.tz.22 Changes in classification of assets or liabilities
AF.l Monetarv gold and SDRs 0
AF.2 Currency and deposits 0
AF.3 Securities other than shares 3
AF.4 Loans
AF.5 Shares and other equity _ 2
AF.6 Jnsurance üechnical reserves 0
K.12. I changes in sector classification and structure - I
K.12.2 Changes in classification of assets and liabilities 0
K.12.22 Changes in slassification of assets or liabilities
other than monetization/demonetization f gold ' 0
of which:
AF.2 Currency and deposits 0
AF.3 Securities other than shares
AF.4 Loans - t
AF.S Shares and other equity 0
AF.6 Instrance üechnical reservgs 0
AF.7 Other accounts payable 0
AF.7 Other accounts receivable
8.10.2 Changes in net worth due to other
changes in volume of assets
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Table 4.V.5. Full sequence of accounts for general government [cont.]
lll.3.2: Revaluation account
Changes in assets
642
Changes in liabilities and net worth
K . l l K . l l Nominal holding gains(-)nosses(+) t:
AN Non-financial assets 4 AF Liabilities
AN.l Produced assets 20 AF.2 Currency and deposits 0
AN.l I Fixed assets 18 AF.3 Securities other than shares
AI.I.I2 Invenüories I
AN.l3 Valuables I
AF.4 loans
AF.5 Shares and other equity 0
AN.2 Non-produced assets 23 AF.6 Insurance technical reserves
AN.2l Tangible non-produced assets 23 AF.7 Other accounts payable 0
AN.22 Intangible non-produced assets
Financial assets
AF.I Monetary gold and SDRs
AF.2 Currency and deposits
AF.3 Securities other than shares
AF.4 loans
AF.5 Shares and other equity
AF.6 Insurance technical reserves
AF.7 Other accounts receivable
8.10.3 Changes in net worth due to nominal holding gains/losses 38
I Differences between data on individual items and totals of holding
gains/losses may not be entirely consistent due to rounding errols.
111.3.2.1: Neutral holding ains/losses account
Changes in assets Changes inliabilities and net worüt
K.l I .l Neutral holding sains (+/losses (-) t: K.l l.l Neutral holding gains (-)/losses (+) t:
AN Non-financial assets 32 AF Liabilities l 4
AN.I Produced assets 20 AF.2 Currency and deposits 2
AN.I I Fixed assets l8 AF.3 Sectrities other than shares
4N.12 Inventories I AF.4 Loans
AN.I3 Valuables I AF.5 Shares and other equity 0
AN.2 Non-produced assets 12 AF.6 Insruance technical reserves
AN.2I Tangible non-produced assets t2 AF.7 Other accounts payable 0
4N.22 Intangible non-produced assets
Financial assets
AF.I Monetary gold and SDRs
AF.2 Currency and deposits
AF.3 Securities other than shares
AF.4 loans
AF.5 Shares and other equity
AF.6 Insurance technical reserves
AF.7 Other accounts receivable
8.10.3 | Changes in net worth due to nantral holding gainsllosses 26
I Differences between data on individual items and toals of holding
gains/losses may not be entirely consistent due to rounding enors.
Classifications and accounts
Table A.V.s. Full sequence of accounts for general government [cont.l
111.3.2.2: Real holding ainVlosses account
Changes inassets
6/13
Changes inliabilities and net worth
K.l1.2 Real holdlng gains(+)/losses(-) t: - K.l 1.2 Real holding gains(-) sses(+\ t: -
AN Non-financial assets t2 AF Liabilities - 7
AN.l Produced assets AF.2 Currency and deposits I
AF.3 Securitieq other than sharcs 3
AN.l I Fixed assets
AN.l2 Inventories 0 AF.4 lnans - 7
AN.l3 Valuables
AN.2 Non-produced assets 12
AN.2l Tangible non-produced assets 12
AF.5 Shares and other equity 0
AF.6 Insuarce technical t€seryes - 0
AF.7 Other accounts pavable - 04N.22 Intangible non-produced assets 0
AF Financial assets - 6
AF.l Monetary gold and SDRs _ 0
AF.2 Currency and deposits _ 3
AF.3 Securities other than shares 0
AF.4 Loans 
_ z
0AF.5 Shares and other equity
AF.6 Insurance technical reserves _ 0
AF.7 Other accounts receivable - 0
8.10.32 Changes in net ryorth due to real holding gains/losses 12
I Differences between data on individual items and totals of holding
gains/losses may not be entirely consistent due üo rounding errors.
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Table A.V.s. Full sequence of accounts for general government [cont.]
lV: Balance sheets
lV. l :  Opening balance sheet
Assets
6M
Liabilities
and net worth
AN Non-financial assets I 591 AF Liabilities 687
AN.l Produced assets I 001 AF.2 Currency and deposits 102
2t2AN.l I Fixed assets 913 AF.3 Secuities other than sharcs
AN.12 Inventories 47 AF.4 l.oans 328
AN.I3 Valuables 4 l AF.5 Shares and other equity 4
590 AF.6 Insurance technical reserves l 9AN.2 Non-produced assets
AN.2I Tangible non-produced assets 578 AF.7 Other accounts payable 22
396
4N.22 Intaneible non-produced assets t2
AF Financial assets
AF.I Monetary gold and SDRs 80
AF.2 Currency and deposits 150
AF.3 Securities other than shares
AF.4 1 1 5
AF.5 Shares and other equity t2
AF.6 Insurance technical reserves
AF.7 Other accounts receivable l 9
B.90 Net worth I 300
lV.2: Changes in balance sheet I
Assets
Liabilities
and net worth
Total changes in assets Total changes in liabilities
56 AF Liabilities t76Non-financial assets
AN.I Produced assets 25 AF.2 Currency and dePosits 2
20 AF.3 Securities other than shares 7 lAN. I I Fixed assets
I AF.4 Loans 93AN.12 Inventories
AN.I3 Valtrables AF.5 Shares and other equiry 0
AF.6 Insurance technical reserves 0
AF.7 Other accounts Payable l0
AN.2 Non-produced assets 30
AN.2I Tangible non-produced assets 30
4N.22 Intangible non-produced assets
AF Financial assets 123
AF.I Monetary eold and SDRs
AF.2 Cumency and deposits ,,,
nAF.3 Securities other than shares
AF.4 Loans 45
AF.s Shares and other equity 34
AF.6 Insurance technical rcseryes
AF.7 Other accounts receivable
B. l0
B.l0,l Saring and ca^:' 
' transc ' -38
8.10.2 Other changes in volume o.e asseß 2
8.10.3 Nominal holding gains/losses 38
B.l0.3l Neutral holding gains/losses 26
Changes in net worth, total
due to:
8.10.32 Real holding gains/losses t2
I Differ€nses between data on individual items and totals of holding
gainMosses nny not be entirely consistent due to rounding enors.
Classifications a d accounts
Table A.V.s. Full sequence of accounts for general government [cont l
1V.3. Closing balance sheet t
Assets Liabilitiesand net vrnrth
645
AN Non-financial assets r G 7 AF Liabilities 863AN.l Produced assets | 026
AN.l I Fixed assets 933
AF2 Currencv and deposits 104
AF.3 Securities other than shares 2g3AN.l2 Inventories 48 AF.4 l.oans 421AN.l3 Valuables
AN.2 Non-produced assets 620
AN.2l Tangible non-produced assets 60g
45 AF.5 Shares and other equity 4
AF.6 Insurance üechnical reseryes t9
AF.7 Other accounts pavable 324N.22 Intangible non-pnrduced assets 12
AF Financial assets 519
AF.l Monetary gold and SDRs gl
AF.2 Currency and deposits lS7
4F.3 Securities other theq shares Zg
AF.4 Loans r60
46
AF.6 Instrrance technical rgserves 20
AF.7 Other accounts receivable 25
8.90 Net worth | 302
I Ditrerences between data on individual items and totals of holding
gains/losses may not be entirely consistent due to rognding error5.
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Table A.V.6. Full sequence of accounts for households
l: Production account
Uses Resources
646
P.2 Intermediate consumption 694 P.l Output I | 269
P.l I Market output I 129
P.l2 Output for own final use 140
B.le Value added, goss 575
K. l Consumption of fixed capital 42
B . l n Value added, net 533
I For the valuation of output, refer to chapter VI, paragraphs 6.210 n 6.227.
ll. Distribution and use of income accounts
ll.1: Primary distribution ofincome account
ll.l .l: Generation of income account
Uses Resources
D.l Compensation of ernployees 39 B. l Yalue added I 533
D.l I Wages and salaries 39
D.lz Employers' social contributions 0
D.tzl Employers' actual social contributions
D.t22 Employers' imputed social contributions
D.29 Other taxes on production 3
D.39 Other subsidies on production - l
8.2 Ope,
4
432
0
0
8.3 Mixed income I
I The opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amourt presented refers to the net value.
Classifications and accounts
Table A.v.O Full sequence of accounts for households [cont.l
ll.l.2: Allocation of primqry income account
Uses Resources
il7
D.4 Propeüy income 4l 8.2 o^ -na-o,rr - t 60
D.4l Interest t4 8.3 Mixcd income I 432
D.45 Rent 27
D.l Compensation of ernployees 766
D.l I Wages and salaries 523
D.l2 Employers' social contributions 193
D.l2l Employers' actual social contributions 174
D.122 Employers' imputed social contributions 19
D.4 Properfy income 150
D.4l Interest 49
D.42 Distributed income of corporations 57
D.421 Dividends l 3
D.422 withdrawals from income of quasi-corporations 44
D.43 Reinvested earnings on direct foreign investment 3
D.44 Property income attributed to insurance policyholders 20
D.45 Rent 2 l
8.5 Balanee of primary incomes I | 367
I Tht opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amount presented refers to the net value
11.1.2.1: Entrepreneurial  income account
Uses Resources
D.4 Properfy income z 
- 
I 8.2 O^ ' t:qo surr' t t 60
D.4l Interest 0 8.3 Mixed income I 43:2
D.45 Rent
D.4 Property income 2
D.41 Interest
D.42 Distributed income of corporations 5
D.421 Dividends
D.422 withdrawals from income of quasi-comorations 0
D.44 Property income attributed to instrance policyholders 0
8.4 Entrepreneurial incorne I 490
I The opening and the closing balancing iüem of this account can be expressed
in gross or in net terms. The amount presented refers to the net value
2 Including only property income connected with market activities.
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Table A.V.6 Full sequence of accounts for households [cont.]
11.1.2.2i Allocation of other primary income account
Uses Resources
648
D.4 Properff income 2 34 8.4 Entrepreneurial income I 490
D.41 Interest t4
D.45 Rent 20 D.l Compensation of employees 766
D.l I Wages and salaries 573
D.lz Employers' social contributions 193
D.l2l Employers' actual social contributions 174
D.122 Employers' imputed social contributions 19
D.4 ProperW income z 145
D.4l Interest 49
D.42 Distribuüed inco-
D.421 DMdends
D.422 Withdrawals from income of quasi-corporations 44
D.43 Reinvested earnings on direct foreign investment 3
D.44 Property income attributed üo insurance prolicyholders 20
D.45 Rent 2 l
8.5 Balance of primary incomes I | 367
I The opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amormt presented refers to the net value.
2 Property income not connected with market activities.
l l .2: Secondary distribution of income account
Uses Resources
D.5 Cunent tares on income, wealth, etc. 178 8.5 Balance of --imary incomes t | 367
D.5l Tores on income t76
D.59 Other current taxes 2 D.6l Social contributions
D.6l I Acttral social contributions
D.6l Social contributions 322
D.6l I Acttral social contributions 303
D.6l I  I Employers' actual social contributions t74
D.6l I I I Compulsory employers' acttral social contributions 160
D.6l I 12 Voltrntary employers' actual social contributions 14
D.6l I I Employers' actual social contributions 0
D.6l I I I Compulsory employers' actual social contributions 0
D.6l I 12 Voluntary employers' actual social contributions 0
D.6l 12 Emplovees' social contributions 0
D.6l12l Compulsory employees' social contributions 0
D.6112 Employees' social contributions 97 D.6ll22 Voluntary employees' social contributions
non-e
D.6l l2l Compulsory employees' social contributions 85
D.6rt22 Voluntary employees' social contributions 12 D.62 Social benefits other than social transfers in kind 332
D.6l  t3 Social contributions by self- and
non-employed persons
D.621 Social security benefits in cash 232
32
D.6 l  l3 l Compulsory social contributions by self- and D.622 Private funded social benefits 29
non-employed peßons 22
D.6 l132 Voluntary social contributions by self- and
non-employed p€rsons
D.623 Unfunded employee social benefits 19
l0
l9 D.624 Social assistance benefits in cash 52D.612 Imputed social contributions
D.62 Social benefits other than social transfers in kind 0 D.7 Other cunrent transfers 36
D.622 Private funded social benefits 0 D.72 Non-life insurance claims 35
D.75 Miscellaneous current transfers
D.7 Other current transfers
D.tl Net non-life insurance premiums
D.75 Miscellaneous current transfers 40
8.6 Dßposable income t rt6/,
7 l
3 l
I The opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amount presented refers to the net nalue.
Classifications a d accounts
Table A.v.6 Full sequence of accounts for households [cont.l
ll.3: Redistribution of i come in kind account
Uses Resources
649
8.6 Dis^ oable income t I l&
D.63 Social transfers in kind 228
D.631 Social benefits in kind t62
D.631 I social security benefits, rpimbursemeng zg
D.6312 other social securitv benefits in kind 65
D.6313 Social assistance benefits in kind 19
D.632 Transfers of individual non-rnarket goods and
services 66
8.7 Adjusted dßposable income I l 392
I Tht opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amount prcsented refers to the net value
l l .4: Use of income account
ll.4.l: Use of disposahle income account
Uses Resources
P.3 Final consumption e*penditure T
P.3l Individual consumption expendihJre I 015
8.6 Disr oable income I | 164
D.8 Adjustment for the change in net equity
of households on pension funds I I
8.8 Saving r 160
I The opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amount prcsented refers to the net value
11.4.2: use of adjusted disposahle income account
Uses Resources
P.4 Actual final consumption t Zql 8.7 Adjusted dis-osable income I I 3l9Z
P.4l Actual iqdividual consumption | 243
8.8 Saving I
D.8 Adjustment for the change in net equity of households
on pension funds I I
160
I The opening and the closing balancing item of this accognt can be expressed
in gross or in net terms. The amount presented refers to the net value
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Table A.V.6 Full sequence of accounts for households lcont.l
l l l .  Accumulation accounts
l l l . l :  Capital  account
Changes in assets Changes in liabilities and net worth
650
P.5l Gross fixed capital formation 6l B.8n Saving, net 160
P.5l I Acquisitions less disposals of tangible fxed assets 49
P.51l l Acquisitions of new tangible fixed assets 50 D.9 Capital transfers, receivable 23
P.5ll2 Acquisitionsofexistingtangiblcfixedassets 4 D92 lnvestmcntgran!!
P.5l 13 Disposals of existing tmgible fixed asseb - 5 D.99 Othcr cryital trangfeß 23
P.512 Acquisitions less disposals of intangible fixed assets 12
P.5l2l Acquisitions of new intangible fixed assets 9 D.9 Capital transfers, payable - 5
P.5122 Accuisitions of existing intangible fixcd asscts 3 D.9l Cryital taxcs, payable - 2
P.5123 Disposals ofcxistins intangible fixed ass€B 0 D.9 Othcrcapital transfcrs, payablc
P.513 Additions to the value of non-produced
non-financial assets
P.5l3l Major improvements to non-produced
non-financial assets
P.5132 Costs of ownership transfer on non-prodtrced
non-financial assets
K.l Consumption of fixed capital -42
P.52 Changes in inventories
P.53 Acquisitions less disposals of vduables
K.2 Acquisitions less disposals of non-produced
non-financial assets
K.2l Acquisitions less disposals of land and other
tangible non-produced assets
K.22 Acquisitions less disposals of intangible
non-produced assets
- 3
8.9 Net lending (+) / net borrowing (-) 148 8.10. I Changes in net worth due to saving
and capital transfers t
178
I "Changes in net worth dtre to saving and capital transfers" is not a
balancing item but corresponds to the total of the right-hand side of the
capital account.
Classifications a d accounts
Table A.V.6 Full sequence of accounts for households [cont.l
l l l .2: Financial ccount
Changes in assets Changes in liabilities and net worth
651
F Net acquisition of financial assets l g l Net incunpnce of liabilities 33
F.2 C.*rnry *d drporitr t ---Ig
F.2l Cunency l0
F.2 Currency and deposits t 0
F.22 Transferable deposits 0F.22 Transferable deposits +t
n
0
F.3 Securities other than shares
F.3 Securities other than shares 29 F.3l Short-term
F.3l Short-üerm
F.j2 long-üerm - l
22 0F.32 L,ong-term
F.4 Loans 2 28F.4 Loans 2 5 F.41 Short-term l lF.4l Short-term
I.42 Long-üerm 
- 
z
t 7F.42 Lpng-term
F.7 Other accounts payable 2 5
3 F.7l Trade credits and advances
F.79 other accormts payable, except trade credits and
advances
F.6 Insurance üechnical reserves 36
F.6l Net equity of households on life insurance reseryes
and on pension firnds 33
F.6l I Net equity of households on life insurance reserves 22
F.612 Net equity of households on pension fuirds I I
F.62 Prepayment of premiums and reseryes against
outstanding claims 3
F.7 Other accounts receivable 2 40
F.7l Trade credits and advances
F.79 other accounts receivable, except trade credits and
advances
l l
8.9 Net lending (+) /net bonowing (-)
I The following memorandum iüems related üo the elements of the category
F.2 "Currency and deposits":
ml l denominated in national currency
ml2 denominated in foreign currency
m2l liability of resident institutions
rn22 liability of rest of the world.
2 Memorandum item: F.m. Direct foreign investment.
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Table A.V.6 Full sequence of accounts for households [cont.]
l l l .3: 0ther changes in assets accounts
652
lll.3.l: Other changes in volume of assefs account
Changes in assets Changes in liabilities and net worth
AN Non-financial assets AF Liabilities
AN.l Produced assets K.7 Catastrophic losses 0
K.4 Economic appearance of produced assets K.8 Uncompensated seizures 0
K.7 ' Catastrophic losses K.l0 Other volume changes in financial assets and 0
liabilities n.e.c.
0 KJz Changes in classifications and stnrcture 0K.8 Uncompensated seianres
K.9 Other volume changes in non-financial assets n.e.c. 0
K.12 Changes in classifications and structurp
K. l2 . l Changes in sector classification and structure
K.12.2 Changes in slassification of assets and liabilities 0
K.l2.l Changes in sector classification and structurp 0
K.12.2 Changes in classification of assets and liabilities 0
."" 
"9,1äfüT:Ti#;:#.:lH:ff;j;'"'1H". _ '
of which:
AF.z Currency and depositsK.t2.2l Monetization/demonetization of gold 0
K.12.22 Changes in classification of assets or liabilities
other than monetization/demoneti zatron of gold
AF.3 Securities other than shares
of which:
AN.l I Fixed assets
AF.4 Loans
AF.7 Other accounts payable 0
AN.l2 Inventories
AN.l3 Valuables
AN.2 Non-produced assets 0
K.3 Economic appearance of non-produced assets 0
K.5 Natural growth of non-cultivated biological resources 0
K.6 Economic disappearance of non-produced assets
K.6l Depletion of natural assets 0
K.62 Other economic disappearance of non-produced asscts 0
K.t Catastrophic losses
K.8 Uncompensated seianres
K.9 Other volume c
K.t2 Changes in classifications and structure 
_ 
0
K.l2.l Changes in sector classification and stnrcture 0
K.12.2 Changes in classification of assets and liabilities 0
K.tz.22 Changes in classification of assets or liabilities
other than monetization/demonetizati.on of gold 0
of which:
AN.2l Tangible non-produced assets
0
0
4N.22 Intangible non-produced assets
AF Financial assets
K.7 Catastrophic losses 0
K.8 UncomFnsated seianres 0
K. l0 Other volume changes in financial assets and
liabilities n.e.c.
K.lz Changes in classifications and stnrchre
K.l2.l Changes in sector'classification and stnrcture 0
K.12.2 Changes in classification of assets and liabilities 0
K.tz.zz Changes in classification of assets or liabilities
other than monetization/demonetization of gold 0
of which:
AF.2 Currency and deposits
AF.3 Securities other than shares
AF.4 [.oans
AF.5 Shares and other equity 0
AF.6 Insurance technical r€sentes 2
0
AF.7 Other accounts receivable
changes in volume of assets
B.10.2 Changes in net worth due to other
Classifications and accounts
Table A.v.6 Full sequence of accounts for households [cont.f
lll.3.2: Revaluation account
Changes in assets Changes inliabilities and net vrorür
6s3
K.ll Nomio"lholdingg"inr(*Moffi K.l I Nominal holding gains(-) 
"ses(+i \
AN Non-financial assets 80 AF Liabilities
Al.I.l Produced assets 35
AI{.1 I Fixed assets 28
AN.l2 Inventories
AN.l3 Valuables
AN.2 Non-produced assets 45
45
0
AF Financial assets
AF.2 Currency and deposits 0
AF.3 Securities other than shares 0
AF.4 toans 0
AF.7 Other accounts payable 0
l 6
- o
AF.3 Sectrities other than shares j
AF.4 Loans
AF.S Shares and other equity t0
AF.6
-q
AF.7 other acco'nts receivable 
- 
o
8.10.3 Changes in net worth due to nominal holding gains/losses 96
I Differences between dataon individual iüems and üotals of holding
gainVlosses may not be entirely consisüent due üo rounding erroß.
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Table A.V.6 Full sequence of accounts for households [cont.]
111.3.2.1: Neutral holding ains/losses account
Changes in assets Changes in liabilities and net worth
654
K. I I .l Neutral holding gains (+/losses (-) ': K.l l.l Neutral holding gains (-)/losses (+) t:
AN Non-financial assets 56 AF Liabilities
AN.1 Produced assets 34 AF.2 Currency and deposits 0
AF.3 Sectuities other than shares 0AN. I I Fixed assets 28
AN.I2 Inventories 2 AF.4 l,oans
AN.I3 Valuables AF.5 Shares and other equity 0
AF.6 Insurance technical reserves 0
AF.7 Other accounts payable 2
t
AN.2 Non-produced assets 22
4N.21 Tangible non-produced assets 22
4N.22 Intangible non-produced assets
AF Financial assets 36
AF.2 Currency and deposits t7
AF.3 Securities other than shares
AF.4 Loans
AF.5 Shares and other equity
AF.6 Insurance technical reserves
AF.7 Other accounts receivable
B.10.3 | Changes in net worth due to nantral holding gains/losses 87
I Ditrerences between dat^ on indivifual items and totals of holding
gains/losses may not be entirely consisüent due üo rounding errors.
111.3.2.2: Real holding ains/losses account
Changes in assets Changes in liabilities and net worth
K.tt.2 K.l1.2 Real holding gains(-)/losses(+\ r:
AN Non-financial assets 24 AF Liabilities - 6
AN.l Produced assets AF.2 Currency and deposits - 0
AF.3 Secuities other than shares 0AN.l l Fixed assets
0 AF.4 Loans - 3AN.I2 Inventories
AN.I3 Valuables AF.7 Other accounts Payable - 2
AN.2 Non-produced assets 22
AN.2I Tangible non-produced assets 22
4N.22 Intangible non-produced assets
AF Financial assets -20
AF.2 Currency and deposits - t 7
AF.3 Securities other than shares
AF.4 Loans - 0
AF.5 Shares and other equi8 2
AF.6 Instrrance technical reserves - 6
AF.7 Other accounts receivable - l
8.10.32 Changes in net worth due to real hol4.g_goirt/Ioo"t
I Differences betrveen data on individual items and totals of holding
gains/losses rnay not be entirely consistent due to rounding enon.
Cfassifications a d accounts
Table A.v.6 'Full sequence of accounts for househotds [cont.l
lV: Balance sheets
lV.1: Opening balance sheet
Assets Liabilitiesand net worth
655
AN Non-financial assets 2 822 AF Liabilities 289
AN.l Produced assets r 698 AF.2 Currencv and deposits l0
AF.3 Securities other than shares 2AN.l I Fixed assets | 423
AN.l2 Inventories 97 AF.4 Loans r69
AN.l3 Valuables
AN.2 Non-produced assets I 124
AN.2l Tangible non-produced assets I 124
4N.22 Intangible non-produced assets 0
AF Financial assets
AF.2 Currency and deposits g40
AF.3 Secwities other than shares
AF.4 Loans
AF.5 Shares and other equity 4l I
AF.6 Insurance üechnical reserves
AF.7 Other accounts receivable
178 AF.7 Other accounts payable 108
I  8 1 9
r98
24
291
55
8.90 Net worth 4 352
lV.2: Changes in balance sheet I
Assets
Liabilities
and net worth
Total changes in assets Total changes in liabilities
AN Non-financial assets i l0 AF Liabilities 33
AN.l Produced assets 6 l AF.2 Currency and deposits 0
4F.3 Securities other than shares 0AN.l I Fixed assets 47
AN.l2 Inventories 4 AF.4 Loans 28
AN.l3 Valuables l0 AF.7 Other accounts payable
AN.2 Non-produced assets 49
AN.2l Tangible non-produged assets 4g
4N.22 Intangible noTr-produced assets I
AF Financial assets r99
AF.2 Currency and deposits 6g
AF.3 Securities other than shares 35
AF.4 Loans
AF.5 Sharqs and other equity 13
AF.6 Insumnce technical reserves 38
AF.7 Other accounts receivable 40
B.l0 Changes in net warth, total
due to:
276
B.l0.l .Saving and capital transfers t78
8.10.2 Other changes in volume of assets
B. 10.3 Nominal holding gains/losses 96
8.10.31 Neutral holding gains/losses
8.10.32 Real holding gains/losses
87
1 Differences between Mta on individual items and üotals of holding
gains/losses may not be entirely consistent due to rounding errorsi.
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Table A.V.6 Full sequence of accounts for households [cont.]
1V.3. Closing balance sheet I
Assets
Liabilities
and net uorÜr
651
AN Non-financial assets 2 932 AF Liabilities 322
AN.l Produced assets | 759 AF.2 Currencv and dePosits l 0
AN.I I Fixed assets | 470 AF.3 Securities other than shares
AN.I2 Inventories l 0 l AF.4 l,oans t97
AN.I3 Valuables r88 AF.7 Other accounts payable I 13
AN.2 Non-produced assets I t73
AN.2I Tangible non-produced assets I t72
4N.22 Intangible non-produced assets
Financial assets 2  0 1 8
AF.2 Currency and deposits 908
AF.3 Securities other than shares 233
AF.4 [,oans 29
AF.5 Shares and other equity 424
AF.6 Insurance technical reseryes 329
AF.7 Other accounts receivable 95
8.90 Net worth 4 628
I Differences between data on individual ircms and toals of holding
gains/losses may not be entirely consistent due to rounding enors.
Classifications and accounts
Tablo 4V.7. Full sequence ofaccounts for non-profit institutions serving households
l: Production account
Uses
657
Resources
P.2 - Intermediqte consumption g P.l Oubut I 40
E JE Yalue added, gross j t
P.l I Market output 24
P. tZ Outp"t fon o
P. 13 Other non-market output 16
K.l Consumption of fixed capital 3
B.ln Yalue added, net 28
I For the valuation.of ouQu! refer to chapter VI, paragnaphs 6.21 O tß 6.227.
l l. Distribution and use of income accounts
ll.1: Primary distribution of income account
ll.l.l: Generation of income account
Uses Resources
D.l Co*p"nr"tion of r-ploym 23 Value added tB.t
D.l I Wages and salaries 12
D.l2 Employers' social contributions I I
D.121 Employers' actual social contributions l0
D.122 Employers' imputqd social contributions I
D.29 Other taxes on production 0
D.39 Other subsidies on production 0
8.2 Operating surplus I
28
I Tht opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amount presented refers to the net value
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Table A.V.7 Full sequence ofaccounts for non-profit institutions serving households [cont.]
ll.l.2: Allocation of primary income account
Uses Resources
65
D.4 Property income 8.2 Operatins surDlus t J
D.4l Interest
D.42 Distributed income of corporations
D.422 Withdrawals from income of quasi-corrcd
D.43 Reinvested earnings on direct foreign investment
D.4 ProperW income 7
D.4l Interest 7
D.42 Distribuled income of corporations 0
D.421 Dividends 0
D.422 Withdrawals from income of quasi-comorations 0
D.43 Reinvested earnings on direct foreign investment 0
D.44 Ptopetty ittto-" atttibtted to int tt
D.44 Properfy income attributed to insurance policyholders
D.45 Rent
0
D.45 Rent
B.5 Balance of primary incomes I
I The opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amount presented refers to the net valtre.
11.1.2.1: Entrepreneurial  income account
Uses Resources
D.4 'Property income 2 8.2 Operatins surplus r J
D.41 Interest
D.45 Rent D.4 Prooertv income z Q
D.4l Interest 0
D.42 Distributed income of comorations 0
D.421 Dividends 0
D.422 Withdrawals from income of quasi-corpoffim
8.4 Entrepreneurial income r
I The opening and the closing balancing item of this account can be expressed
in gross or in net terms. The anrount presented refers to the net value.
2 Including only property income connected with market activities.
11.1.2.2: Allocation of other primary income account
Uses Resources
D.4 ProperW income 2 4 B.4 Entrepreneurial income I
D.4l Interest
D.45 Rent D.4 Propertv income z J
D.41 Interest 7
D.42 Distributed income of comorations 0
D.421 Dividends 0
D.422 Withdrawals from income of quasi-corporations 0
D.43 Reinvested earnings on direct foreign investment 0
D.M Ptopetty income attrib"ted to i"$trattce policyholdets 0
D.45 Rent
8.5 Balance of primary incomes I
I The opening and the closing balancing item of this account can be expressed
in gross or in net üerms. The amount presented refers to the net value.
2 Propeüy income not connected with market activities.
Classifications a daccounts
Table A.V.7 Full sequence ofaccounts for non-profit institutions serving houssholds lcont ]
659
ll.2: Secondary distribution of income account
Uses Resources
D.5 currenttaxes on inooü€, w€alth, etc. 
---------ö' 
eD.59 Other cun€nt axes 0
D.6l Social contributions
D.62 social benefits other than social transfers in kind I D.6l I Actual social contributions
D.622 Private funded social benefits
D.623 Unfunded emplovee social benefits I
D.7 Other current transfers
D.7l Net non-life instrance prpmiums 0
D.75 Miscellaneous current transfers 2
D.6l I I Employers' actual social cpntriloutions 0
D.6l I I I Compulsory employers' actual social conhibutions 0
D.6l 12 Employees' social contributions 0
D.6l l2l compulsory employees' social contributions 0
D.6l122 Voluntarv employees' social contributions 0
D.612 Imputed social conhibutions I
D.7 Other current transfers 36
D.72 Non-life insurance claims
D.75 Miscellaneorrc cunpnttransfers 36
8.6 Disposable income I 40
I Tht opening and the closing balancing item of this accognt can be expressed
in gross or in net terms. The amount presenüed refers üo the net value
l l .3: Redistribution f income in kind account
Uses Resources
D.63 Social transfers in kind
Transfers of individual non-market goods and
set'ices
l 6 8.6 Dis^ qable income I 40
l 6
D.631 Social benefits in kind
D.6313 Social assistance benefits in kind
D.632
8.7 Adjusted disposable income I 24
I The opening and the closing balancing item of this account can be expressed
in gross or in net terms. The amount presenüed refers üo the net value
l l .4:  Use of income account
ll.4.l: Use of disposahle income account
Uses Resources
l 6 8.6 Disposable income t
t 6
D.8 Adjustment for the change in net equity
of households on pension firnds 0
8.8 Saving I 24
I Tht opening and the closing balancing item of this account can be expressed
in gross or in net üerms. The amount presenüed refers to the net value
' 11.4.2: use of adjusted displsable income account
Uses Resources
D.8 Adjustment for the change in net equity of housettol.ls 8.7 Adjusted dis^ vble income t 24
on pension funds 0
8.8 Saving I 24
I The opening and the closing balancing item of this account can be expressed
ingrossorinnetüerms.Theamountpresenüedrefersüothenetvalue
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Table A.V.7 Full sequence ofaccounts for non-profit institutions serving households Icont.]
660
l l l .  Accumulat ion accounts
l l l . l :  Capi ta l  account
Changes in assets Changes in liabilities and net worth
P.5l Gross fixed capital formation 19 8.8" SouinS,o"t 24
P.5l I Acquisitions less disposals of tangible fixed assets 14
P.5l I I Accuisitions of new tangible fixed ass€ts 13 D.9 Capital transfers, r€ceivable 0
P.5ll2 Acquisitions ofexisting tangible fixed assets I D.92 Investnrentgrants 0
P.5l l3 Disposals of existing tangible fixed assets 0 D.99 Other capital transfers 0
P.512 Acquisitions less disposals of intangible fixed assets 5
P.5l2l Acquisitionsofnewintangiblefixedassets l0 D.9 Capitaltransfers,payable -3
P.5122 Acquisitions of existing inbngible fixed ase€ts 0 D.9l C:pital taxes 0
P.5123 Disposals ofexisting intangible fixed agsets - 5 D.99 Other oapital transfers - 3
P.513 Additions to the value ofnon-produced
non-financial assets
P.5l3l Major improvements to non-produced
non-financial assets
P.5132 Costs of ownership transfer on non-produced
non-financial assets
K.l Consumption of fixed capital - 3
P.52 Changes in invenüories 0
P.53 Acquisitions less disposals of valuables 0
K.2 Acquisitions less disposals of non-pnrduced
non-financial assets
K.2l Acquisitions less disposals of land and other
tangible non-produced assets I
K.22 Acquisitions less disposals of intangible
non-produced assets 0
8.9 Net lending (+) / net bonowing (-) 4 8.10. I Changes in net worth due to saing
and capital transfers I
I "Changes in net worth due üo saving and capital transfeß" is not a
balancing item but corresponds to the total of the right-hand side of the
capital acconnt.
Classifi cations and accounts
Table AV.7 Full sequence of accounts for non-profit institutions serving households [cont.]
l l l .2: Financial ccount
Changes in assets
661
Changes inliabilities and net worth
\2F Net acquisition of financial assets - F Net incurrence of liabilities 28
F.2 Crrrency *d deposits t t2 F.2 Currency and deposits t
F.zI C F 22 Trq4sferable deposits
F.22 r F.23 Other deposits
F.23 Other deposits 3
F.3 Securities other than shares
F.3 Securities other than shares 12 F.3 t Short-term
F.3l Short-term F.32 long-tenn
F.32 tp t 0
F.4 [oans 2 24
F.4 l,oans 2 F.4l Short-term t7
F.4l Short-üerm 0 F.42 IOqg-term
F.42 Long-term
F.5 Shares and other equity 2
F.5 Shares and other equity 2 0
F.6 Insurance technical rcserves
F.6 Insurance technical reserves F.6l Net equity of households on life insurance rcserves
and on pension funds
F.62 Prepayment of premiums and reserves against
ou@
F .612 Net equity of households on pension funds
F.7 Other accounts receivable 2 F.7 Other accounts payable 2
F.7l Trade credits and advances F.7l Trade credits and advances
F.79 Other accounts receivable, except trade credits and
advances
F.79 Other accounts payable, except trade credits and
advances
8.9 Net I ending (+ ) /n et b on ow in g (-)
I The following memorandum iüems relaüed to the elements of the category
F.2 "Currency and deposits":
ml I denominated in national currency
ml2 denominated in foreign crurency
rnzl liability of resident institutions
m22 liability of rest of the world.
2 Memorandum iüem: F.m. Direct foreign investment.
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Table A.V.7 Full sequence ofaccounts for non-profit institutions serving households lcont.l
l l l .3: Other changes in assets accounts
66'
lll.3.l: 0ther changes in volume of assets account
Changes in assets Changes in liabilities and net worth
AN Non-financial assets AF Liabilities
AN.l Produced assets
K.4 Economic appearance of produced assets
K.7 Catastrophic losses 0
K.8 Uncompensated seiztres 00
K.7 Catastrophic losses 0 K.l0 Other volume changes in financial assets and
liabilities n.e.c.
K.8 Uncompensaüed seizures
K.9 Other volume changes in non-financial assets n.e.c. 0
K.t2 Changes in classifications and structure
K. l2. l Changes in sector classification and structure
K.12.2 Changes in classification of assets and liabilities 0
K.l2 Changes in classifications and structure 0
K.l2.l Changes in sector classification and structurp 0
K.12.2 Changes in classification of asseg and liabilities 0
0 K.12.22 Changes in classification of assets or liabilities
other than monetization/demonetization of gold 0
of which:
AF.2 Currency and deposits
0
K.12.22 Changes in classification of assets or liabilities
other than monetization/demonetization of gold 0
of which:
AN.l I Fixed assets
AF.3 Securities other than shares
0 AF.4 Loans
AN.l2 Inventories
AN.l3 Valuables
AN.2 Non-produced assets 0
K.3 Economic appearance of non-produced assets
K.5
K.6 Economic disappearance of non-produced assets 0
AF.5 Shares and other equity 0
AF.6 Insurance technical reserves 0
AF.7 Other accounts Payable 0
0
K.6l Depletion of natural assets o
K.62 Other economic disappearanoe of non-produced assets 0
K.7 Catastrophic losses 0
K.8 Uncompensated seizures 0
K.9 Other volume c
K.t2 Changes in classifications and stnrcture 0
K. l2 . t Changes in sector classification and structure 0
K.12.2 Changes in classification of assets and liabilities 0
K.tz.22 Changes in classification of assets or liabilities
other than monetization/demonetization of gq!4________ 0
of which:
AN.2l Tangible non-produced assets
4N.22 Intangible non-produced assets
AF Financial assets
K.7 Catashophic losses
0
0
K.8 Uncompensated seianres 0
K. l0 Other volume changes in financial assets and
liabilities n.e.c.
K.l2 Changes in classifications apd stnrcture 0
K.l2.l Changes in sector classification and stnrcture 0
K.12.2 Changes in classification of assets and liabilities 0
K.tz.22 Changes in classification of assets or liabilities
other than monetization/demonetization of gold q
of which:
AF.2 Cunpncy and deposits
AF.3 Securities other than shares
AF.4 [.oans
AF.5 Shares and other equity 0
AF.6 Instrrance technical reserves
AF.7 Other accounts receivable
chwtges k volume of asseß
8.10.2 Changes k net worth due to other
Classif ications and accounts
Table A"V.7\ Full sequence of accounts for non-profit institutions serving households [cont.]
Ill.3.2 Bevaluation account
Changes in assets
663
Changes in liabilities and net worth
K.l I Nominal holding gains(+)qosses(-) t: K.l I Nominal holding gains(-\ sses(+) t:
AN Non-financial assets 8 A F Liabilities
AN.l Produced assets AF.2 Cunency and deposits
AN.l I Fixed assets 5 AF.3 Securities other than shares
AN.l2 Inventories O AF.4
AN.l3 Valuables AF.s Shares and other equiW
AN.2 Non-produced assets 3 AF.6 Insurance üechnical reserves
AN.2l Tangible non-produced assets 3
4N.22 Intangible non-produced assets 0
AF Financial assets
4F2 Currensy and deposits
AF.3 Secuities other than shanes
AF.4 l,oans
AF.5 Shares and other equity I
AF.6 Insurance technical reserves 0
AF.7 Other accounts receivable
AF.7 Other accounts payable
8.10.3 Changes in net worth due to nominal holding gains/losses l 0
I Differences between data on individual items and totals of holding
gaindlosses may not be entirely consistent due to rounding erroß.
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Table A.V.7 Full sequence ofaccounts for non-profit institutions serving households [cont.]
111.3.2.1: Neutral holding ains/losses account
Changes in assets
664
Changes in liabilities and net worth
K. I I . I Neutral holding gains (+)/losses (-) ': K.l I .l Neutral holding gains (-)/losses (+) r:
AN Non-financial assets AF Liabilities
AN.l Produced assets AF.2 Cunency and deposits
AN.1 I Fixed assets 5 AF.3 Sectrities other than shares
AN. 12 Inventories O AF.4 Loans
AN.l3 Valuables 0 AF.5 Shares and other equity
AN.2 Non-produced assets 2 AF.6 Insurance technical reserves
AN.2l Tangible non-produced assets 2
AN.22 Intangible non-produced assets 0
Financial assets
AF.2 Currency and deposits
AF.3 Securities other than shares
AF.4 Loans
AF.5 Shares and other equity
AF.6 Insurance technical reserves
AF.7 Other accounts receivable
AF.7 Other accounts payable
B.l0.3l Changes in net worth due to nantral holding gains/losses
I Differences between data on individual ircms and totals of holding
gains/losses may not be entirely consistent öre to rounding enors.
111.3.2.2: Real holding ains/losses account
Changes in assets Changes in liabilities and net worth
K.ll.2 Realholdinggains(+Mo$6(-)r: Kll.2 Realholdinggains(-Mosses(+)r:
AN Non-financial assets AF Liabilities - 2
AN.l Produced assets AF.2 Currency and deposits
AN.l I Fixed assets O AF.3 Secwities other than shares
AN.l2 Inventories O AF.4 lnans - l
AN.l3 Valuables 0 AF.5 Shares and other equity
AN.2 Non-produced assets 2 AF.6 Insurance technical r€seryes - 0
AN.2l Tangible non-produced assets 2 AF.7 Other acsounts payable - l
4N.22 Intangible non-produced assets
AF Financial assets - 2
AF.2 Curngncy and deposits - 2
AF.3 Securities other than shares
AF.4 Inans - 0
AF.s Shares and other equity
AF.6 Insurance technical reserves - 0
AF.7 Other accounts receivablej - 0
8.10.32 Changes in net worth due to real holding gains/losses
I Differences between data on individual items and totals of holding
gainVlosses may not be entirely consistent dtre to rounding errors.
Classifications a daccounts
Table A.V.7 Full sequence ofaccounts for non-profit institutions seruing households lcontl
66s
lV: Balance sheets
lV. l :  Opening balance sheet
Assets
Liabilities
and net worth
AN Non-financial assets 324 AF Liabilities t2l
AN.l Produced assets . 243 AF.2 Currency and deposits 38
AN.l I Fixed assets 231 AF.3 Securities other than shares
AN. 12 Inventories 2 AF.4 l.oans 43
AN.l3 Valuables l0 AF.s Shares and other equity
AN.2 Non-produced assets 8l AF.6 Insruance technical rcsewes
AN.2l Tangible non-produced assets ' 8 1 AF.7 Other accounts payable 35
4N.22 Intangible non-produced assets
AF Financial assets t72
AF.2 Currency and deposits l l 0
AF.3 Sectuities other than shares 25
AF.4 Loans
AF.s Shares and other equity
AF.6 Insurance technical reserves
AF.7 Other accounts receivable
8.90 Net worth 375
lV.2: Changes in balance sheetl
Assets
Liabilities
and net worth
Total changes in assets Total changes in liabilities
AN Non-financial assets 25 AF Liabilities 28
AN.l Produced assets 2l AF.2 Currency and deposits
AN.l I Fixed assets 2t AF.3 Secuities other than shares
AN.l2 Invenüories O AF.4 Loans
4N.13 Valuables 0 AF.5 Shares and other equiW
AN.2 Non-prodlrced assets 4 AF.6 Insurance technical reserves
AN.2l Tangible non-produced assets 4 AF.7 Other accounts payable
4N.22 Intangible non-produced assets
AF Financial assets 33
AF.2 Currency and deposits l 2
AF.3 Securities other than shares
AF.4 Loans
AF.5 Shares and other equity
AF.6 Insurance technical reserves
AF.7 Other accounts receivable
l 3
B.l0 Changes in net worth, total
due to:
B.l0.l Saving and capital transfers 2 l
8.10.2 Other changes in volume of assets
8,10.3 Nominal holding gains/lo,sse,s l 0
B. l0 .3 l Neutral holding gains/losses
31
8.r0.32 Real holding gainVlosses
I Differences between data on individual iüems and totals of holding
gains/losses may not be entirely consistent due to rounding enoß.
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Table A.V.7 Full sequence ofaccounts for non-proft institutions serving households [cont.]
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1V.3. Closing balance sheet t
Assets
Liabilities
and net worth
AN Non-financial assets 349 AF Liabilities t49
AN.l Produced assets 264 AF.2 Currency and deposits 38
AN.l I Fixed assets 252 AF.3 Securities other than shares
AN.l2 Inventories 2 AF.4 l,oans 67
AN.l3 Valuables l0 AF.5 Shares and other equity
AN.2 Non-produced assets 85 AF.6 Insurance technical reserves
AN.2l Tangible non-produced assets 85 AF.7 Other accounts payable
AN.22 Intangible non-produced assets 0
AF Financial assets 20s
AF.2 Currency and deposits r22
AF.3 Sectrities other than shares
AF.4 l,oans
AF.5 Shares and other equity 23
AF.6 Insurance technical rpserves
AF.7 Other accounts receivable
38
l l
8.90 Net worth 406
I Ditrerenoes between data on indivi&nl items and totals of holding
gains/losses rnay not be entirely consistent due to rounding erroß.
Classifications a daccounts
Trblo 4V.8. Full sequence ofaccounts for rest of ths world (extemal transactions account)
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V.l: External account of goods and services
Uses Resources
P.6 Exports of goods and services 540 P.7 Imports of goods and services 499
P.6l Exports of goods 462
P.62 Exports of services 7g
P.7l Imports of goods 392
P.72 Imports of services t07
B.l I External balance of goods and sentices -41
V.ll: External account of primary incomes and currenttransfers
Uses Resources
D.l Compensation of employees 6
D.l I Wages and salaries 6
External balance of goods and senticesB . l  I -41
D.l Compensation of employees
D.2 Taxes on production and imports 0 D.l I Wages and salaries
D.2l Taxes on products 0 D.lz Employers' social contributions
D.zn (vAr) D.lzl Employers' actual social contributions
D.212 Tares and duties on imports excludine VAT D.122 Employers' imputed social contributions
D.2l2l Import duties
D.2122 Taxes on imports excluding VAT and duties 0
D.213 Export ares 0
D.2 Taxes on production and imports 0
D.2l Taxes on products 0
D.2ll Value added tlpe taxes (VAT) 0D.214 Taxes on products except VAT, import
and export tanes
D.29 Other tanes on production 0 D.212 Ta:res and duties on imports excluding VAT
D.2t2l Import duties
D.3 Subsidies 0 D.2122 Ta:res on imports excluding VAT and duties
D.3l Subsidies on products D.213 Export taxes
D.3l  I Import subsidies 0 D.214 Taxes on products except VAT, import
and export taxes
D.312 Export subsidies 0 D.29 Other taxes on production
D.319 Other subsidies on products
D.39 Other subsidies on production 0 D.3 Subsidies
D.3l Subsidies on products
D.4 Property income 63
D.4l Interest t 3
D.3l I Import subsidies
D.312 Export subsidies
D.42 Distributed income of comorations 36
D.421 Dividends 0
D.422 withdrawals from income of quasi-co{porations 36
D.43 Reinvested earnings on direct foreign investment 14
D.319 Other subsidies on products
D.39 Other subsidies on production
D.4 Properfy income
D.4l Interest
38
2 l
D.5 Current taxes on income, wealth, etc. I
ID.5l Taxes on income
D.59 Other current tames
D.6l Social contributions
D.6l I Actual social contributions
D.42 Distributed income of corporations t7
D.421 Dividends t4
D.422 Withdrawals from income of quasi-corporations 3
D.43 Reinvested earnings on direct foreign investment 0
D.44 Property income attribuüed to insurance policyholders 0
D.6l I I Employers' actual social contributions 0 D.5 Current tares on income, wealth, etc.
D.6l I I I Compulsory employers' actual social contributions 0
D.6l I 12 Voluntary employers' actual social contributions 0
D.6ll2 Employees' social contributions
D.5l Taxes on income
D.59 Other current tares
D.6l121 Compulsory employees' social contributions 0
D.61122 Voluntary employees' social contributions 0
D.612 Imputed social contributions
D.6l I Actual social contributions
D.6l Social contributions
0 D.6il 1 Employers' actual social contributions
D.62 Social benefits other than social transfers in kind
D.6l I I I Compulsory employers' actual social contributions 0
D.6l I 12 Voluntary employers' actual social contributions 0
D.6l 12 Employees' social contributions 0D.622 Private funded social benefits
D.623 tJqfun4ed employee social benefits D.6ll2l Compulsory employees' social contributions
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Table 4,V.8 Full sequence ofaccounts for rest of $e world (extemal transactions account) lcont.l
V.ll: External ccount of primary incomes and currenttransfers [cont.l
Uses Resources
66t
D.7 Other current transfers 9 D.6l l22 Voluntary employees' social contributions
D.7l Net non-life insurance premiums 2 D.612 Imputed social contributions
D,73 Current transfers within general government
D.t4 Current international cooperation I D.62 Social benefits other than social hansfers in kind
D.75 Mi scellaneous cunent transfers 2 D.621 Social security benefits in cash
D.622 Private funded social benefits
D.8 Adjustment for the change in net equity
of households on pension funds
D.624 Social assistance benefits in cash
D.7 Other current transfers 39
D.72 NonJife insurance claims
D.73 Current hansfers within general government 4
D.74 Orrent international cooperation 3l
D.75 Miscellaneotrs current transfers I
D.8 Adjustment for the change in net equity
of households on pension funds
B . t 2 Current external balance -41
V.l l l .  Accumulat ion accounts
V.lll.l: Capital account
Changes in assets Changes in liabilities and net uorüt
K.2 Acquisitions less disposals of non-produced
non-financial assets
B.l2 Cunent external balance -41
K.2l Acquisitions less disposals of land and other
tangible non-produced assets
D.9 Capital transfers, receivable
K.22 Acquisitions less disposals of intangible
non-pnrduced assets
D.9l Capial hxes
D.92 Investment grants 4
D.99 Other capital transfers
D.9 Capital transfers, payable - l
D.9l Capital taxes 0
D.92 Investment grants 0
D.99 Other capital transfers
B.10. I Changes in net worth due to saving
- 38 and capital transfers t 2
-38
8.9 Net lending (+) / net bonowing (-)
I "Changes in net worth due to saving and capital transfers" is not a
balancing item but corresponds to the total of the right-hand side of the
capital account.
2 "Changes in net worth dtre to saving and capital transfers" for the rest of
the world refers to changes in net worth due to cunpnt external balance and
Classifications a daccounts
Table A"V.8 Full sequence ofaccounts for rest ofthe world (extemal transactions accountl [cont.]
V.lll.2: Financial account
Changes in assets
669
Changes inliabilities and net worür
F Net acquisition of financial assets 50 F Net incurrence of liabilities 88
F.l MonejarygoJd and SDRs
F.2 Cunency and deposits t l l  F.2 Currency and deposits t - 2
F.2l Currency 3 F.2l Currency
F.22 Transferable deposits 2 F.22 Transferable deposits - l
F.23 Other deposits 6 F.23 Other deposits - 3
F.3 Securities other than shares 5 F.3 Securities other than shares
F.3l Short-term F.3l Short-terrr
F,32 l,ong-term F.32 l,ong-term l 5
F,4 l.oans 2 l0 F.4 [.oans 2 37
F.4l Short-term 3 F.4t Short-term l 0
F.42 Long-üerm 7 F.42 l,ong-term 27
F.5 Shares and other equity 2 2 F.5 Shares and other equity 2
F.6 Insurance technical rcserves 0 F.6 Insurance technical rcserves
F.6l Net equity of households on life insurance rcselves
and on pension funds
F.6l
F.6lI Naequityofhouseholdsonlifeinsurancerescrvcs 0 F.612 Naequityofhouseholdsonpensionfunds 0
F.62 Prepayment of premiuns and reserves against
outstanding claims
Net equity of households on life insurance rcserves
and on pension funds
F.7 Other accounts payable 2 30
F.7 Other accounts receivable 2 2t  F.7 l Trade credits and advances l 8
F.7 l Trade credits and advances l8 F .79 Other accounts payable, except trade credits and
advances 12
F.79 Other accounts receivable, except trade credits and
advances
8.9 Net lending (+ ) /net bonowing (-) - 3 8
I The following memorandum items related to the elements of the category
F.2 "Currency and deposits":
ml I denominated in national currency
ml2 denominated in foreign crurency
m2l liability of resident instihrtions
rn22 liability of rest of the world.
2 Memorandum iüem: F.m. Direct foreign investment.
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Table A.V.8 Full sequence ofaccounts for rest ofthe world (external transactions account) lcont l
V.ll l .3: Other changes in assets accounts
v.lll.3.l: 0ther changes in volume ofassefs account
Changes in assets Changes in liabilities and net worth
67
AN Non-financial assets AF Liabilities
AN.2 Non-produced assets 0
K.8 Uncompensated seiaues 0
K.12 Changes in classifications and structure 0 K.l0 Other volume changes in financial assets and
liabilities n.e.c.
K.7 Catastrophic losses
K.8 Uncompensated seizures
K.12.2 Changes in classification of assets and liabilities 0 K.lz Changes in classifications and stnrcttre
K.rz.22 Changes in classification of assets or liabilities K.12.1 Changes in sector classification and stnrcture
other than monetization/demonetization of gold 0
of which:
AN.2l Tangible non-produced assets 0 K.t2.22 Changes in classification of assets or liabilities
other than monetization/demonetization of gold 0
4N.22 Intangible non-produced assets of which:
AF.2 Currency and deposits
AF Financial assets O AF.3 Securities other than shares
K.7 Catastrophic losses 0
K.8 Uncompensated seianres 0
K.l0 Other volume changes in financial assets and
liabilities n.e.c.
AF.6 Insurance teshnical reserves
AF.4 Loans
AF.5 Shares and other equity
!.12 Changes in classifications and structure AF.7 Other accounts payable
K.12.2 Changes in classification of assets and liabilities 0
K.t2.22 Changes in classification of assets or liabilities
AF.l Monetary gold and SDRs 0
AF.2 Currency and deposits 0
AF.3 Securities other than shares 0
AF.4 Loans
AF.5 Sharcs and other equity
AF.6 Insurance technical rcserves
AF.7 Other accounts receivable
8.10.2 Changes in net worth due to other
changes in volume of assets
Classifi cations and accounts
Table 4"V.8 Full sequence ofaccounts for rest of the world (external transactions accountl lcontl
V.lll.3.2: Revaluation account
Changes in assets Changes in liabilities and net worth
671
K.l I Nominal holding gains(+\ sses(-) t: K.l I Nominal holding gains(-\Äosses(+) t:
AN.2 Non-produced assets 0
AN.2l Tangible non-produced assets 0
4N.22 Intangible non-produced assets 0 AF.3 Securities other than shares
AF Liabilities
AF.2 Currency and deposits
AF.4 l,oans
AF Financial assets 7 AF.5 Shares and other eguity
AF.l Monetary gold and SDRs 0 AF.6 Instuance technical reselves
AF.2 Currency and deposits 0
AF.3 Securities other than shares 4
AF.7 OtherySq!,unts payable
AF.4 [,oans
AF.5 Shares and other equity 3
AF.6 Insurance technical reserves 0
AF.7 Other accounts receivable
B.10.3 Changes in net worth due to nominal holding gains/losses
I Differences between data on individual iüems and totals of holding
gains/losses rnay not be entirely consistent due to rounding errors.
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Table A.V.8 Full sequence ofaccounts for rest of the world (extemal transactions accountl [cont.]
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V.ll l .3.2.l: Neutral holding ains/losses account
Changes in assets Changes in liabilities and net worttt
K.l I .l Neutral holding gains (+/losses (-) ': K.l I .l Neutral holding gains (-/losses (+) ':
AN.2 Non-produced assets O A F Liabilities
AN.2l Tangible non-produced assets 0 AF.2 Currency and deposits
4N.22 Intangible non-produced assets O AF.3 Securities other than shares
AF.4 Loans
AF Financial assets l l AF.5 Shares and other equity 0
AF.l Monetary gold and SDRs O AF.6 Insurance technical reserves
AF.2 Currency and deposits 2 AF.7 Other accounts payable
AF.3 Securities other than shares
AF.4 Loans
AF.5 Shares and other equity
AF.6 Insurance technical reserves
AF.7 Other accounts receivable
8.10.3 | Changes in net worth due to nantral holding gains/losses
1 Differences between data on individtral items and totals of holding
gains/losses may not be entirely consistent due to rounding erroß.
V.|11.3.2.2: Real holding ains/losses account
Changes in assets Changes in liabilities and net worth
trCll.2 Real holding gains(+Mosses(-)t: ICll.2 Real holding gaind-Vlo$es(+)t:
AN.2 Non-produced assets AF Liabilities - 30
AN.21 Taneible non-produced assets 0 AF.2 Cunency and deposits - 2
AN.22 Intangible non-produced assets 0 AF.3 Secuities other than shares
AF.4 [.oans - 0
AF Financial assets - 5 AF.5 Shares and other equity 0
AF.l Monetary gold and SDRs 0 AF.6 Insurance technical reserves - l
AF.2 Currency and deposits
AF.3 Securities other than shares
AF.4 l,oans - l
AF.5 Shares and other equity
AF.6 Insurance technical reserves - l
AF.7 Other accounts receivable - 3
8.10.32 Clnnges k net worth due to real holding gains/losses
I Differ€nces between data on individual items and totals of holding
gains/losses rnay not be entirely consistent dtre to rounding errott.
Classifications a daccounts
Table A"V.8 Full sequence ofaccounts for rest of üe world (extemal transactions accountl lcontl
673
V.lV: External assets and liabilities account
V.lV.1: Opening balance sheet
Assets
Liabilities
and net worth
AN Non-financial assets 0 AF Liabilities 297
AN.2 Non-produced assets 0
AN.2l Tangible non-produced assets 0
04N.22 Intangible non-produced assets
AF.2 Cunencv and deposits I 16
AF.3 Securities other than shares 77
AF.4 [.oans t7
4IiJ Shares and other equity
AF Financial assets 573 AF.6 Insurance technical reserves b 25
AF.l Monetary gold and SDRs 0
AF.2 Currencv and deposits 105
AF.7 Other accounts payable 59
AF.3 Securities other than shares t25
AF.4 l,oans 70
AF.5 Shares and other equity I 13
AF.6 Insurance technical reserves 26
AF.7 Other accounts receivable 134
8.90 Net worth 276
V.lV.2: Changes in balance sheet t
Assets
Liabilities
and net worth
Total changes in assets Total changes in liabilities
AN Non-financial assets AF Liabilities 9 l
AN.2 Non-produced assets 0
AN.2l Tangible non-produced assets 0
4N.22 Intangible non-produced assets 0
AF.3 Securities other than shares
AF.2 Currency and deposits - 2
22
AF.4 loans 37
AF.5 Shares and other equity
AF Financial assets 57 AF.6 Insurance technical reserves
AF.l Monetary gold and SDRs I AF.7 Other accounts payable
AF.2 Currency and deposits il
AF.3 Sectrities other than shares
AF.4 Loans l 0
AF.5 Shares and other equity 5
AF.6 Insurance üechnical reserves 0
AF.7 Other accounts receivable 2 l
30
8.10 Changes in net worth, total
due to:
B.l0.l Saving and capital transfers - 3 8
8.10.2 Othayqbanges in volume of assets
8.10.3 Nominal holding gains/losses 4
8.10.31 Neutral holding gaindlosses 6
-34
- l8.10.32 Real holding gains/losses
I Differences between data on individual items and totals of holding
gainJlosses may not be entirely consisüent due to rounding errors.
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Table A.V.8 Full sequence ofaccounts for rest ofthe world {external transactions account} lcont]
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V.lV.3. Closing balance sheet I
Assets
Liabilities
and net worüt
AN Non-financial assets 0 AF Liabilities 388
AN.2 Non-produced assets 0 AF.2 Currency and deposits tt4
AN.2l Tangible non-produced assets 0 AF.3 Securities other than shares 99
4N.22 Intangible non-produced assets 0 AF.4 loans 54
AF.5 Shares and other equity 6
AF Financial assets 630 AF.6 Insurance technical reserves 25
AF.l Monetary eold and SDRs 0 AF.7 Other accounts payable 89
AF.2 Currency and deposits l l 6
AF.3 Securities other than shares t34
AF.4 Loans
AF.5 Shares and other equity
AF.6 lnsurance technical reserves 26
AF.7 Other accounts receivable 155
80
1 1 8
8.90 Net worth
I Differences between data on individual items and totals of holding
gainVlosses may not be entirely consistent due to rounding erron.
ArnexVl
List of expert group meetings on the revision ofthe System ofNational Accounts
l. SNA structure
2. Prices and quantity comparisons
3. External sector
4. Household sector
5. Public sector
6. Production accounts and
input-output tables
7. Financial flows and balances
8. SNA coordination
9. SNA coordination
10. SNA coordination
I l. Reconciliation of SNA and MpS
12. SNA coordination
13. SNA coordination
14. SNA coordination
23-27 June 1986
10-14 November 1986
23 March-2 April 1987
30 August-4 September l9g7
25-29 January 1988
2l-30 March 1988
6-15 September 1988
23-27 January 1989
12-21 July 1989
13-22 September 1989
4-9 December 1989
3-7 December 1990
8-17 April l99l
1,2 and l0 October 1992
Geneva
Luxembourg
Washington, D.C.
Florence
WashinSonn D.C.
Vienna
WashinSon, D.C.
Luxembourg
New York
New York
Moscow
Washington, D.C.
Harare , Zimbabwe
Aguascalientes, Mexico
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Note: Terms used are those of the classifications of the sNA
found in annex V. Abbrcviations used can be found in the
*List of abbreviations- on p. il. Refercnces are to chapters
and paragraph numbers (notto pages).
accidental damage, recording of, 6.187, 12.35-97,l2.U
accorurthg, SNA
and business accountirg, compared, I .586 7, 2.17 7, 3 .7 7
consistency as principle of, 3.24
rules of , 2.54-84, 3.1-l2Z
accounting matrices, 20.6-25
design and compilation of, 2O.2O-22
expansion or contraction of , 20.l3'-Zz
purposes and properties of, 20.23-25
as reference table, 20.24
and T accounts, compared ,20.1-2
when suitable and unsuitable, 2O.23
See also matriees; social accounting matrices
accounting periods
fiscal year to calendar year conversion, 19.85
quarterly, 3.1 I 3, 19. 84-87
in high inflation,19.77
yearly, reconrmended, 3.I 13
accounts of the SNA,2.85-209, annex V
aggregation of, from micro to macro level, 1.2,l.g-67
categories of (current, accumulation, balance sheets),
2.101-105
consolidation of, 2.80-84, 2.207
flows and stoclcs recorded in, general principles, 3.5-g
other presentations of (diagrammatic, equational, matrix),
2.17, annex to chaptet 2,20.1-2
sequence of (conceptual), 1.4-10, 2.97 -l}s
shortened sequence of, for industri es,2.212,2.219, table z.g,
15.2
shown in use table, 15.75-76
synoptic presentation of, figure 2.3
See also national accounts
accounts payable/receivable, 1 l. 101
accounts receivable/payable, other, 1 l. 100-l0l
transactions, 1 l. 100- 101
accounts receivable/payable, other, except trade credit and
advances, ll.l0l
transactions, 11.101
accrual basis of recording
defined,3.94
used in national accounts,2.&-65, 3.91-96
accumulation accorrnts, I .9- I 0, 2.l%-l ü, 2.131 -l46,table
2.1r  10.1- lg
enhies in, valuation of, 10.15
for individual seetors, 2.232-234
integrated, 2.232-234,table 2.12
layout of , 2.56, 2.93, 2.132, 2.202-203
link with balance sheets, 1.ll ,2.103,2.1M,2.!49,2.206,
10. l, I 0. 1 5- I 6, L2.85, l2.l}2, I 3.95- t0 l, tabl e 13.2
link with current accounb, 1.10, 2.1C/,,9.19
recording of changes in liabilities, net worth, üd assets in,
2.56,2.131-146,13.3
accumulation entries, other, 2.33
environment-related, table ZI.B
acquisitions
time of recording of, 9.34
valuation of,9.34 
|
acquisitions less disposals of intangible fixed assets, 10.89-95
acquisitions less disposals of intangible non-produced assets,
10.130
acquisitions less disposals of land and other tangible
non-produced assets, l0.l2l-129
acquisitions less disposals of non-produced non-financial
assets, 10. 120-130, 14.127
acquisitions less disposals of tangible fixed assets, 10.62-88
acquisitions less disposals of valuables, 10. ll1-ll7
shown in use table, 15.79
actual collective consumption, defined, 9.96
actual consumption
defined,9.33
vs. consumption expenditure, 8.38-40
actual final consumption, 9.2
defined,9.94
calculation of, 9.10, 15.82
vs. final consumption expenditurer g.S, g.'1'4
as indicator of living standard, 9.11
rccording of, 2.128-129, 2.155
of total economy,9.97
types of, by sector, 9.94-96
actual individual consumption, 18.7
defined,9.95
actual social contributions, defined, 8.8
adjusted disposable incom a, 2 .112, 2.123-124 , B .24-ZG, 9 .2
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defined,8.24
as balancing item in rcdistribution of income in kind account,
8.24
gross and net, 8.25
relation to net worttr, 8.26
as resource in use of adjusted disposable income a@ount,
2.128-129,9.5
adjusünent for the change in net equlty of households in pension
+nds, 2.125, 9.2,9.6, 9.14-16
defined',9.16
advances, 11.100
aggregates (e.9. GDP), 2.169-187
analysis of, via firnctional classifications, 18.4
annual vs. quarterly compilation of,1.32
calculation of
from input-output tables, 15.153
from supply and use tables, 15.111-119
changas in, as result of saüellite analysis, 21.3943
claisified by purpose, 21.4143
complementary or alternative, 21.4043
effect of taxes less subsidies on,2.75,6.233-236
as indicators of economic activity and welfare , 1.2,1.68-82,
2.169,2.178-180
aggregation, from micro to macto level, l.2rl.&-67 13.114-116
agricultural activities, key sector accounts for, 19.55, 19.61
agriculture, forestry, and fishing, 6.94-100
aecounting for, in high inflation,19.72-73 o
work-in-progess in, 6.95- 1 0, 10. 102, 19.72-73
aid for development accounthg, coverage of national
expenditure in a satellite account,21.61-81
aircraft, residence of ,14.25, 14.91
allocation of other primary income account,7.lr7.2O
allocation of primary income account,2.116 117,t^blez.|
(account II.1.2), 7 .1,7 .12-15,7 .51-5417 .125-126,
table7.2
amortization. See consumption of fixed capital
ancillary activities, 4.41, 6.87
deJined,5.9
allocation of costs, 5.29
changed to secondary activities, 5.1,4-15
consolidation of, with principal activities, 5.18
effect on value added, 6.177
and establishments, 5.22, 5.24
inputs to, 6.149
not recorded separateln 15.18
recording of, 5. 13, 5. 16
in satellite accounts, 5. 1 6, 21.9 -13, 21 .17 O-17 2
ancillary corporations, defind, 4.40
antiques and other art öjects, 10.7, 10.116
valuation of, 13.51
assets, lO.2-14
defined,l3.l2
, 
acquisitions less disposal of, 12.83-88. See also 'acquisitiorn
less disposal oP entries
bonndary of, I .26-21, 2.4t, 3.67,2 l. 150- 154
defined, 10.10
changes in. See changes in assets, liabilities, and net worth
classification of, 1 3.12-24
entering and leaving the System other than through
hansactions, 12.6
existing. See existing fixed assets
financial. See financial assets
natural. See natural assets
non-financial. See non-financial assets
valuation of, 10.13-14
change h, example, 13.101
for foreign currency assets ,13.34
by market prices, 13.26,13.29-3I
by present value of futtre benefig,13.28,13.34
by writtendown replacement cost, 13.27 , L3.32-33
See also assets/liabilities; economic assets
assets and liabilities accounts ,2.161-l62,table 2.7 ,11.44-52
asset{iabilities, 2.4042, awrex to chapter l. 3
borurdary of, extenditg, in satellite analysis, 21.33-35
changes in. See changes in assets, liabilities, and net worth
netting of,2.84
recording of
in balance sheets, I .9, 1 . 1 l, 2.40, 2.55, 2.56, 2.63, 2.147,
3.66-68,6.200
conventions for, I 0.2 2-23
satellite analysis of , 21.33-35
valuation of, at current prices, 1.60-63 ,2.69
See also assets; liabilities; stocks
associate corporations, defined, 4.34
autonomous pension funds, 6.141, 8.63
auxiliary financial services, 4.80-8 1, 6.123
bad debt, 10.140
writing-off of , 12.51 -52
balance of payment accounts (IMD, and rest of the world
account (SNA), compared , L4.147 -156, annex II
balance of payments
imbalances
analysis of, 19.4L-42, 19.63
financing of, 14.155
Balanc e of Payme nts Manuat (IMD, 4.L21, 14.7, l 4 -7 8, 1 4. 8 8,
14.99, 14.147 -155, 14. 16 1
balance of primary incomes (national incom e), 2.112, 2.113,
2.L16
defined,7.l4
as balancing item in allocation of primary income account,
7 .14
llffillill.llJff:l,ll'o*.n or income accounts, 8. 3
balance sheets, l.ll ,2.102-103, 2.147-151, tableZ.l (account
IV), 10.1-19, 13.1- 107, table 13.1
defined, 10.1, 13.1
assets, liabilities, and net worth shown on, l'9, I .tlrz.40,
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2.55, 2.56, 2.63, 2.147, 3.66-6g
deüermined by sequence of accounts, 1.3, 2.149-l4g
for individual secüors, 2.232-234, !3.2-s
for individual units, 13.2
integrated, 2.232-234, table 2.12
layout of, 2.55 ,2.93,2.147,2.205,13.8- I I
link with a@umulation accounts, l. 1 r, 2.103, 2.1Cf,', 2.149,
2.26, 10. 15-16, 12.95, l2.lo2
memorandum items, I 3. 84-89
*äffiffHff**s 
as link between, r 3.es- l0r, tabre
13.2
relation between, 13.3
in SAI{S,2O.l lGl20, table 20.7
time of compilation of, I .l!,3.llz
use of, for economic analysis, 13.4-7
valuation principles, 10. 15, I 3.25-3.s
balancing items,3.&45
defined,S.&-65
carried forward from one account to the next, 1.3,2.97,2.106
gross vs. net, z.99, 6.4-s
time of recording of, 3.107
bankers' acceptiances (BAs), 11.27
bankruptcy,12.51
effect on debt,ll.Z3
banks, 4.91. See also depository corporations, other
barter, 9.27-28
defined,3.37
exchange of value in, estimation of,2.27,3.34
and household consumption, g.4g
of imports/expoß, !4.43
time of recording of,6.55
valuation of, 6.55
base period, 16.16
changing, 16.31-59
base year, constant prices of , 16.7 |
basic prices, 6.2M-217
defined, 6.205 -206, 15 .28-Zg
as component of purchasers'price, 15.26
valuation in terms of , 2.7 2, 2.'l 6, 3 .82, 6.218, I 5. 32-3 3
basket of goods and services ,16.2
benefig provided by enterprises, 19.30-35
bills, 10.4
defined,11.74
holding gains/losses on, 12.!12
increased market value of, due to accrued intere st,12.'ll
interest on, measurement of, 7.97-gg
valuation of, 13.67
biota, lO.\2
black market exchange rates, 14.83-84
bonds, 10.4, L1.74
holding gainsfiosses rn, lz.lE -ll2
interest on, measurement of , 7 .100- 104
valuation of, 13.67
incteased value, due to accrued inüerest,12.71
broken,4.96
buildings
conversions from residential to commercial use, or v.v., 12.48
rental of, considered as operating leasc,7.g2
see also buildings and structures; dwellings; land and
buildings
buildings and shuettrrcs
consumption of fixed capital of,10.72
as fixed assets, 10.69-79
hypothetical standard, for price estimathg, 16.125
own-account construction, 10.77 -7 9
sale of
to non-residents, I 0.69
together with land, how recorded,l0.tz1
service lives of ,10.72
valuation of, 10.76
business accounting
compatibility with national accountirg, 1.58-67, 2.177, 9.77
double-entry bookkeeping in, 2.57
treatment of
depreciation, 2.177, 3.77, 6.179,6. I 83- I 84
inventories, 6.59 ,6.69-7 |
profits, 7.10,7.18
by-products, 15. 19, 15.142
cancellation of debt. See debt
capital. See fixed capital
capital account, 1.9, 2.137 ,table 2.1 (account III.I), lo.zo-14l,
table 10.1, 13.3
defined, 10.20
external. See external capital account
link with other changes in volume of assets account , Lz.lz
in SAIvIs,z0.ffi-64
capital and reserye assets, other (IMF), classification as to,
14.150
capital consumption. ,see consumption of fixed capital
capital expenditures. see gross fixed capital formation
capital formation. See gross capital formation
capital formation (satellite accounting), zl.i0
financing of, 21.92-93
in specific goods and services,2l.67
capital gains. See holding gains/losses
capital gains taxes, 8.52
capital improvements. See major improvements
capital lease. See financial leasing
capital taxes, 8.53
defined, 10.136
capital transfers, 7 .7 2, 8. 3, t0.23, I 0. I 3 I - I 4 I
characteristics of, 10. I 32
effect on saving, 10.134
in external accoun ts, 14.126
not included in income,8.15
recording of, 2.137, L0.29
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time of reconding of, l0.l35 IV.2), table 13.1
valuationof, 10.135 changcsinclassificationendstructure, L2.5542
capital fransfers, other, 10.139-14l timc of recoding of, 3.1lG ll1
examples of, l0.l4l changes in classificotion of assets and liabilities, 12'6o,-62
capital hansfers in cash, 10.132 recording of, 12.a8
capital hansfers in kind, 10.132 changes in classification of assets or liabilities othcr than
carriers, opemting in intqnational waters or airspace, 14.91 monctizatiory'demonetization f gold' 12.62
cash. See also cunency changcs in equity. Scc changes in net worth
cashbasisof accowting changesininvc'lrtories, 10.28, l0.9cll5
not used in national accounts, 2.65, 3.92 acquisitions less dispoeals, 10.96
gsed inbgsiness,3.92 measurcmentof, approximatemethods,6.ffiS
used in government finance, 3.92 netting applicd to, 3.119
cashtransfers,2.ll8-121, 10.131 slrowninlsetablc, 15.79, 15.85
defind,8.27 timeof recotdingof' 3.104' 10.98
casudty insurancc. See non-lifc insuranco which oncs not hcatod as nominal holding gains' 12.70
catasfophic loescs,3.@,6.179,12.35-37,21.175 changcs in nct worth
oensuses, 17.4,2O.122-t23 componentsof, 13.91-93
micro{atacompiledfiom, 1.65 rccordedinaccumulationaccounts, 10.18
cenhal banks,4.86-87 changes in net wcth due to neutral holding gain{losses'
defined,4.S6 2.143-145
financial assets of, 11.33, ll.@,11.67 changes in net worth due to nominal holding gain{osses,
fimctions of, performed directly by cenhal govemment,4.l2l 2.143-145
secondary activities of, 4.103 as balancing item in rcvaluation account , 14.146
valuationofscrviccsof,6.l32 defined' 12.65
cenhal government changes in net worth due to other changes in volume of assets,
dcpartnents and agencies, when heatcd as separate rmits, 2.141
4.t19-l20 as balancing item,l2.4,l4.L42
financialassetsof,11.64 inexternalaccounts,l4.l4z
frmctiors of, 4.118 changes in net worth due.to rcal holding gainsfloases, 2.143-145
monetary authority functions performcd by in lieu of ccnhal changes in net worth due to saving and capital transfen' 2.205
banks,4.12l-122 calculation of, 10.29
tax collecting sernices for local govemmcnts, 3.33 in exüemal accormts ,14.128
tansfe,rs to lowcrlevels of govcmmcnt, l0.l4l changes in real national net worth,2.186
cenEal govemment sutrcctorc changes in sector classification and structure, 12.8,12.56-59
defined,4.ll7 effect on asseb, liabilities, and net worth,2.14,3.61
altcrnative, definod 4.131 charities, as NPISIIs' 4.67
CentalProductClassification(CFCr,2.49,5.U,9.63,14.il, charityandreliefwolc,abroad, 14.29
14.99,15.23-24, 15.60, 20.15, 20.80 c.i.f.. Sae cost, insurance, freight
centeof oconqnic intcrcst, 14.12-14 c.i.f.fi.o.b. adjustnent, 15.68-70
defined,4.15-16,14.t2 circulatingmonen 14.93
land ownership as cvidcnce of, 14.14 claims. Sce financial clainrs
one-yearcriterionfor, 14.13, 14.95,17.23 classificationof flowsandstocks,annexV
andresidencc, 14.8,14.22 cornplemcntary,2.3T-39,L9.20'29'21.4043,
' 
certificatesofdcposil 11.74 annexV
chain indices, 1.17, 16.31-59,L6.63{f|,16.ß-n consistency r€quirements, 3.3
linking adjaccnt imc Friods, 16.54 criteria for, in SAI{s, 20.6869
whcn and whc,n not appropriac , 16.47 49 hierarchical nature of' 3.7
changes in aesets, liabilitico, and nct worth classification of individual consumption by purpose (COICOP)'
causcdbyothcrthanhansactione(c.g.,priccchanges,natural 9.63, 18.1, 18.3, 18.4, 18.5, 18.7-8'table 18.1
disast€rs), 1.9,2.26,2.33,2.1&-146,,3.@,12.1-2 classificationofoutlaysofpoduccrsbypurpose(COPP)' l8.l'
causcdbytansactionrsandothcrchangcs, 1.11 18.4, 18.5, 18.13-14'table 18.4
recoding of, 1.9,2.56,2.131-146, 13.3 classification of thc fimctions of govemment (COFOG)' 9'87'
typcsof,distingrrishcdinaccounts,2.lS4-135 18.1, 18.4, 18.5, 18.9-ll,tablc 18.2,21.36
changes in balancc shoct eccounf 2.l4g,t^bb2.L (accormt classificetion of the purposes of non-profit institutions s€rving
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households (COPNI), 18.1, 18.4, 19.5, lg.l2, table
lg.3r 2l.%
closing balance sheet, 2.147-149, table 2.1 (account ff.3), table
13.1
coefficient table, 15. 175
coins
circulated , 14.93
uncirculated, I 1.70, l4.gz
collective consumption expendittrc
defined,9.93
vs. individual consumption expenditure, g.3g-{)
recording ofr9.7
collective consumption scnrices, defined, 9.43
collective services, 4.l0/'r4. l(}6, 6.12, 6.49
benefitting enterprises, 9. 88-89
characteristics of, 9. 83-85
govenunent expenditurcs for, g. g3-95, g .gl-92, 15.79, 1 5. g l,
16.135, 16.139, lg.2
and individual senrices
boundary problems, 9. 86
specification of, based on COFOG,g.gT
not counterparts of taxes r3.ZO
not produ""d by NPISIIs, 4.55, 9.44
production of,6.89
commodity flow accounthg, 1.16, 2.ZZg,15.22
commodity gold. See gold
commodity-indexed instruments, I l.15, 11.79
commodity üechnology (product technology) model, ls.l44-147
communal construction, 4.G6, 6.47 16.86, lO.7 g-79
as NPISH,4.66
ownership of, 10.79
valuation of, 10.78
compensation of employees, 4.153, 7 .2147
defined,7.2l
borderline with intermediate cornumption, 6. I 5 3- I 56
complementary classifications of, 19.23
components of, 7.31
of non-residents in the domestic economy,l4.rl7-l2o
payable in generation of income account ,7.5
price and volume measures of, 16.143
receivable in allocation of primary income account,'\.13
recorded on accnral basis, 7.21
See also wages and salaries
' compul"ory " terms beginning with. see next word of term
computer software, l0.g2
creation of, 10.102
valuation of, 10.92
computers
construction of, 10.102
measuring the quality of, over time, 16.12g
conglomerates, 4.33, 4.36-39
consignment goods, 14.9 I
in external account, time of recording of, 14.69
consolidation, 2.80-84, 2.207,5. I 8, 20. 18
defined,3.l2l-122
in finarrcial accounb, I1.52
of internal flows, 2.81
when not allowd, 3.122
constant prices, 16.7 |
estimation, in input-output tables, 15. 161-16Z
fixed base vs. tebasing, 16.76-7'1,lg.7g
valuation in terms of ,2.7'l ,2.1851 16.19, l1.l44,16.157
consEuction
own-account, valuation of, 6.86
by resident unit outside its economic territory when heated
as non-rlesident, 14.23
See also communal constnrction
construction projectrs
classification as inventories vs. fixed assets, 1o.73-7s
international (dams, etc.), 14. I 00- 102
@nsumer qnedit, 4.95, 4.102
interest charges on, 9.69
consnmer durables, 9.48, 10.42, I 3. 16, I 8.4
defined,9.38
memorandum item for, 13.85-86
rcpair and maintenance, 9.61
beatment of, in satellite analysis ,2I.31
consumels' prices. See purchasers' prices
corutumption, 1.25
defined,9.39-40
measurement of, 9.40
consnmption expenditures, 1.49, 9.7 5-gz
defined,9.74
boundary problems, 1.25, l.4g-57
classification of , 9.7 6-89
by purposes, 9.7
by type of product, 9.7
by government and NPISHS,g.75-gz
own, l.2l-22, 1.7 3-7 5, 2.46, 6.46
by purpose,2.5l
see also expenditures; final consumption expenditure;
intermediate consumption
consumption goods
acquisition of, 9.11
use of, 9.11
consumption goods and services, g.4I-44
defined,9.4l
consumption of fi xed capital, 1.62-G3, z.99, 2.108,6.3, 6. 148,
6.179-203, 10.119-119
defined ,6.179
assets to which applicable, 10.118-119
on buildings and structures,1A.72
calculation of, 2.177 ,6. 188-203, 15.76
change in, measured at constant prices, 16.144
coverag e, 6.185- 187
deducted from GDP to yield NDB 2.175-177
differences between allowances for and actual losses, 12.44
households' consumer durables, 9.48
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land improvements, 10.54
measurement of, 6. 1 80, 10. 1 l8-1 19
vs. other changes in volume of assets,l2.4l
recording of,2.137
in capital account, 10.27
vs. t€ntab,6.18l-183
shown in use table, 15.94
time of recording of,3.105
as harlsaction, 3.48
consumpt'trnff;i;h and services (satellite
consumption subsidies (satellite accounting), 21.7 5
contingent assetsfliabilities, ll .25 -28
fees for establishing, 11.26
recording of, 11.27-28
badable,11.28
when heated as financial assetsfiiabilities, 13.22
contingent future benefig, not heat€d as counterparts rS.2O
contract for sale,6.74
contracts
institutional units,capable of, 1. 13,2.19, 3.13
transactions not eonsidcrd to be cteated by, 3.109
transferable, write-off of, lz.Y
convetsion, to a unit of account,14.77-84
conveßion option (shares), 11.75
cooperatives, 4.46
corporate equity, alternative valuations, 1 3.89
corporation income taxes, 8.52
corporations, 4.2348
defined r 4.23r4.3O
ctraracteristics of, 4.24-25
equlty h, 11.86
financial and non-financ ial, 2.2O, 4.7 -8
foreign branches of, resi&nce of, 14.95-96
government-conholle{ 4.7 2-7 4
jointly owned by two or more governrnents,14.33
m€,fgefs, in exüernal accotmts, l4.l4l
net worth of, as distinguished from strareholders'equity,
13.74,13.83
not final consume,rs, 4.25, 9.4
objectives, firnctions, ffid behaviour ofr 4.18
ownership and conhol of,4.26-30, 4.7O
public, private, and forcign conholled, 2.21, 4.7 l:7 6
residence of, 4. t6, t4.22
reshucturing of, effect on asscts and liabilities, 12.58-59
retained earnings ofr9.4
saving ofr 9.18
strarehold€rs in, 7 .ll2
social hansfers in Hnd not made byr9.4
synonytns fotr4.23
See also financial corporations; non-financial corporations
cost. See intcrmediat€ conrsumption
cost, insurance, ft"ight (c.i.f.), 3.85, 14.&,l4.l07 r 15.35-36
deftne4 15.35
cost accounthg, historic vs. current (replacement) types,
1.60-63,2.69
costs of ownership transfer, 10.1 17, 10. l24r l0. 128
classification of, 10.59
recording of, 15.90
costrs of ownership hansfer on non-ptoduced non-financial
assets, 10.34
causing holding loss, 10.58, 10.59
included in gross fixed capital formation, 10.55-61
numerical example, annex to chapter l0
See also land, costs of ownership hansfer
connterpart liabilities ,2.32, ll.9-12, 1 I . 16, 1 1.59
connterpart of a hansaction,2.27, 3.18-20
countries. See national eoonomies; nations
qedit cooperative, 4.94
creditor/debtortelations
debt rcduction or caneellation, 11.23-24
financial assets/liabilities classified by, 1 l. 1.03-1 1 1,
l3.lO2-lOT,table 13.3, 14. 16l, 19.67
firrancial hansactions classified by, 1 1.17, I 1.53, l3.l02'l07
international, 14.161
between residentrs of different economies, 14.132
hansactions between cteditors and debtors, 2.226-230, table
2.11,14.161, 19.67
with and without financial intermediaries, 11.6
cultivated assets, 10. t2,13.42
as fixed assets, 10.83-88
inventories of, 13,49
natural growth of,6.94
as work-in-progrcss vs. fixed assets, 10.84-86
repeated-lxte, 10. 106, 10. 109
single-use, 10. 106- 108
culture accounthg, coverage of national expenditure in a
satcllitc account, 2 1.6 I -8 I
currency
&fined, 11.70
as asset (store of value), 11.16, 19.8 l-82
national vs. foreign, recording of' 11.70
purchasing power parities (PPP) of, 16.82-84
role of (payment, store of value, utit o(account)' high
inflation and disruPtion of, 19.69
sectors under which recorded, 11..70
transactions, 11.70
valuation of, 13.66
curency and &posits, hansactions, 11.69:13
cunpncy convertons, 16.9293
curency swaps,11.37
current accountrs, 1 .5-8, 1 . 1 0, 2.1D2-lo4', 2.1 06- 1 30, 9 .l9 rtable
2.1
layout ofr2.54r2.93
current external balance 12.16'l
as balancing item, 1,4.8V
current international cooperation, 8. 17
defined,8.92
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in kind, 3.41
cuntnt prices, valuation in t€rms of , l .62 r z.GB-7 o r 2.l7 g r 2.lg1,
3.7071
current taxes
in external accounts, 14.124
miscellaneous, 8,54
currcnt taxes, other, 8.53-54
curent taxes on capital
defined,8.53
vs. capital taxes, 8.53
excluded items, 8.53
curent taxes on income, wealth, etc., 8.6, 8.17, g.4g-54
definedr 8.43
current taxes on other assets, 8.53
cutent taxes on wealth, 8.53
currcnt transfefs, 8.3
defined,8.32
in cash, recording of, 8.35-36
effect on saving, 10.ly
in exüernal accounts ,14.124
between households, 8.9S
with non-residentrs, 8. 16
to NPISIIS, 8.94
current transfers, miscellaneous
defined,8.93
specified, 8.93-98
current transfers, other, 8.9-10, 8.84-98
defined,8.84
in exüernal accounts, 14.124
currcnt hansfers within general govenrment, defined, g.9o
custom duties. See import duties
cnstoms frontier valuation at point of, 14.3 642,14.105-lo7
damages, payments in compensation for, E.98
darns, 10.52, 14. 100-102
data. See economic data
data processing aecountitg, coverage of national expenditure in
a satellite account, 21.61-81
databases, somputer, 10.93
debenttnes. See bonds
debt, 11.23-24
assumption or rescheduling of, I 1.23
cancellation of,12.52
by mutual agreement, 10.139
forgiveness of, 10. l3g,ll.2g
repudiation of, 10. 140, ll.Zg
writedown of, 11.23
See also creditor/debtor rclations
deductible value added type taxes. see value added type taxes
deepdiscounted bonds, 11.77, L2.ll0, 13.69
measurement of interest on, 7.103-104
defence accounting, 21.42
defined benefit pension frmds, net worth of, I i.78,13.83
deflation
double, 15.162-l&, 16.5, 16.@{1, 16.68
single, 16.69
deforestation,2l.lS2
degradation of natural nosouroes, 12.33, rz.4s, 2l .!33 -134,
21.157 -l 59, 2l.l&-167, 2l.lg2, 2l.lg6
*exports" 
and *imports" of, 21.167
demand, ard output, analysis of, 15.l7G
depletion allowances, 21.157, 2l.l0l, 2l.lgf
depletion of natural assets, 12.29 -3o, 2l . I 33- I 34, 2L l 59- 1 63,
2l. lg6
sNA and business ecoounting concept of, 21. I57-I58
of subsoil assets, 12.31
depoeit money corporations, 4.85,'4.99
defined,4.93
depository corporations, other, 4. 88-94
&fine4 4.88
depository corporations, other, except deposit money
corporations, 4.85, 4.94
defined,4.85
deposits, 10.4, ll.7 l-73
money, 4.88-89,4.93
transferable and non-transferable, blurring of line between,
due to innovation, I 1.56
types not readily transferable (quasideposits), 1L.72
valuation of, 13.66
See also transferable deposits
deposits, other, 11.72-7 3
exampls, I1.72
sectors under which recorded, ll.7j
transactions, ll .7 2-7 3
depreciation, 1.62, 6.179,6. 183- 184
in business accounting, not suitable for national accounthg,
2.177,3.77
double declining, 6. 1 90- 198
straight-line, 6. 190- 198
See also consumption of fixed capital
derivatives. See financial derivatives
Deniled Benchmark Definition of Foreign Direct Investment
(oEcD), 14.151
developed and developing countries, compared
nse of SAlvIs by,2O.I22
nse of SNAby, I .29-30
diagrammatic presentation of accounts of the sNA, figrne 2.4,
annex to chaptet 2
direct foreign investment, 7.L22
classification as to, 14. 150, 14. 151
memorandum item for, 1 1.102,13.87 ,14.138, L4.lSg
direct investment enterprises, 7 .Ll9-122, l4.ISZ-lS4
defined,14.152
categories of (branches, subsidiaries, associates), r4.lsz
earnings of, 14.123
equity of, valuation of,14.49
net worth of, 13.74
purpose of, 14.153
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reinvested earnings of , 3.26, 7 .ll9 -122, I 1 . 88, 13.7 4, 14.139
direct abroad by residents,14.1@, 15.80
direct in the domestic market by non-residents,
14. 109, l4.ll9-120, 15.80
direct subsidies,T .76
direct taxes. See taxes on income
discounting, 4.80, 4.96
disposable income, 2.112, 2.121, 8. 1 1 - 1 8, 9.2
defined, 8.11
as balancing item in secondary dishibution of income
account, 8.11
ealculation of, 1.63
components of
cash, 8.13
non-cash, 8.1,3, 9.13
enlarged concept, saüellite analysis of , 21.22'28
gross and net, 8.12
relation to net worth, 8.15, 9.2O
as tresource in use of income account, 9.5
satellite analysis of , 2l .22-28
nse of, recording of, 2.125-l3O
disposals, as negative acquisition, 10.40
distribuüed income of corporatiotul, 7 .ll2-ll8
defined,7.ll2
distribution and use of income accorurts, 1.7-8, 2.lll-l24,table
2.l(account II)
in SANds,20.56-59
dishibutive transactions
defined,2.3l
time of recording of, 3.99
dividends ,7 .ll2-ll4
defrned,l.Ll3
in external accounts, 14.122
time of recording of, 14.12
payable/receivable,'l .13
valuation of, 13.81
synonfns fotr7.ll4
time of recording of, 3.99,14.72
domestic and personal services
non-productive, 6.16
own-account, rationale for exclusion from production
boundary, 6.19-22
domestic product
defined,6.23'l
.See gross domestic p,roduct; value added
domestic staff, 4.135, 6.17, 9.52
senrices of,4.149
valuation,6.88
donations, 10.141
double deflation. See deflation
double-entry booklceeping, 1.58, 2.57 -59
due-for-payment recording, 3.93
durable goods
defined,9.38
fixed assets vs. @tlsumer durables, 10.42
reclassification of, 9.3 I
See also @nsumer durables
duties. See taxes
dwellings
always used in production, 10.70
construction of, 10.102
as fixed assets, 10.69-70, 10.82
major improvements, 9.60
repairs to, 6.26-27 19.59
economic activities
accounts for, 19.4961
classification of, 5.3- I 6
homogen@lls. See units of homogenous production
households classified by, 19. 10, 20.7 1
e@nomic actors . See institutional units
@onomic appearan ce, L2.12
economic appearance of non-produced assets, 3.59, 12.14-22
defined,12.L2-14
@onomic appearance of produced assets, 3-59,12.23-25
economic assets
defined,lO.2
as stores of value, 10.3
e@nomic communities Olocks, free trade areas)
@onomic performance of, 16.6, 16.87-104
binary apploach, 1 6.97- 104
block approach, 16.92-96
@onomic data
collection
from business accounts and tax rccords,3.77
quarterly,16,49
from surveys, etc., 1.30-31, 1.64-65
integration and reconciliation of, in and by means of SAIüs,
20.121-129
limitations in Gaps), how dealt with in accounting matrices,
20.22
monetary and non-mon ebry, integration of, 20.32-33, 2l .57,
2r.110-113
See also aggregates
@onomic disappearanc e, t2.12
@onomic disappearance of non-produced assets, 3. 59, 12.28-34
eeonomic disapPeafance of non-produced assets, other, 12.31-34
@onomic flows. See flows
economic forecastitg, I . 35-36
@onomic growttr
measured by volume indices, l. 18
non-economic events affectin E, 2.1 80
esonomic policy
of governments and corPorations, 1.36
SAlvIs as aid to,2O.L34
SNAas basis for, 1.35-36
and social poli"Y, 9.82
economic production, defined, 6- I 5
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economic statistics (economehics), differcnt sysüems of, as
rclated to sNA, 1.4347, 1.56_57
economic üerritory
defined,14.9
and geographic territory, distinguished, l4.g-l I
economic theory, of SNA, 1.19, l.4B-S7, 1.S9, 2.1-53
economically active peosons, defined, 6.22
economically significant prices. See prices, eeonomically
significant
economies. .See national economies
education
heat€d as capital formation, in satelliüe analysb, 21.30
heat€d as final consumption, l.52-53
education accounthg, 21.45
soverage of national expenditurc in a satellite account,
21.61-g l
education benefits, 8.56
education seryices
adminishation of,9.86
measurcment of volume changes, 16. 137,16.13g
employed persons, defined, 7 .23
employees
defined,4.153,7 
.29
classification of, ll .G, 2O.7 G-77
of foreign branches, treated as non-resident, 14.1g
number of, as measure of employment, 15.105
See also labour inputs
employ@s' social contributions
defined,8.69
compulsory or voluntary, defined, 8.69
service charge component of, 8.69
employer/employee relationsh ip, 7 .23
employers, defined, 4.153
employets' actual social contributions
defined ,7 .44,8.67
compulsory or voluntary, defined, 8.68
recording of (rc-routing), 7.44
in generation of income account and
dishibution of income account, 8.68
employels' imputed social contributions
defined ,7 .45,8.72
recording of, 7 .47, 8.7 4
valuation of , 7 .46, 8.7 j
employers' social conhibutions, 7 .4347
defined,7.43
employment
full-time equivalent, 15.102, 17.14-lg, 20.30
measures of, 15. 102-105
employment tables, in central framework of SNA, 2.gg
employment/unemployment, 17 .s
international comparisons of, 17. 16
production bound""y as definirg, G.2Z
SAIU analysis of, 2O.2B,2O.3O
ttree categories (employed, unemployed, not in labour
force), 17.5-7
*with a job but not at work" petsons ,l7.g
enclaves (foreign embassies, consulat,es, military bases, etc.),
14.9, l4.gl,17.23
local staffemploy"d by, 14.16,l4.gl, 14. ll7,17.26
personncl in, heated as residents ,l4.lg
reidence of, 14.31
energy a@ounting, 15.177
enlarged consumption, 9.I I
enüerprises
defined, 5.1
accounts for, in SNA, 3.8
benefits p,rovided by (not social transfer in kind), 19.30-35
brniness accounts of, consistency with those of other
enterprises, 3.9(i, 3. l0 I
establishments of (units of homogeneousr production), 2.47,
3 .49 ,15 .13
sum of outputs of, 15.107
govemment-owned, 5. 35-39
privatisation of, 19.45
operating deficits of, govemment transfers to cover, 10.141
production accou nt, 6.2
single-establishment, 5.25
types of units that can be, 5.17
entertainment, literary or artistic originals, 10.9 4-gs
production of, 6.143-146
royaltias on, 6.146,7 .92
valuation of, 6.143-146
entities . See legal entities
entrcpreneurial income, 2.117, 4.142-143
defined,7.l8-19
and balance of primary incomes, comptrd,7.18
as balancing item in entrepreneurial account,T.lB
complementary classifications of , 19 .24
distribution of, to owners ,7.117
as resource in allocation of other primary income account,
7.20
entrepreneurial income account, 7 .1, 7 .l 8- 19, table 7 .3
environmental (quality) indices, 21.1 30
environmental accounting, 2.247 -249,12.9, 15. 177 ,18.4, lg.s7 ,
21.37, 2t.45, 21.47, 21.122-l g6
alternative approaches to, 21.127 -l3G
monetary satellite approach, 2l .128, 2l .13 L -134, zl.l49
natural resource approach, 2L.128, Zl.l3O, 2l.l4g
welfare approach, 2l .128, 21.135- I 36, 2l .L4g
alternatives to SNAconcepts in, zl.l4g-l8l1
coverage of national expenditure in a satellite account,
2t.6r-81
in satellite accounting, 21.17
SNA elements applicable to, 2l .124-126, 2l . I 39- 1 40
valuation of elements in, 21.176-186
by contingency valuatiofr,2l. I 83
by maintenance cost, 21. 183
monetary vs. physical, 2L l 38, 21.157
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net rcnt approach, 21.181
user cost approach, 2 1. 1 8 1
environmental assets. See natural assets
environmental costs, 21.155 -t7 2
GDP adjusted for, 21.132
environmental degradation. See degradation of natural resources
environmental protection
as ancillary activitn 2l,L7O-172
experlditures fo4 21. I 3 l, 21.168-172
environniental protection services, ISIC categories of, 21.169,
table 21.9
environmental quality, accounting fot,2L l30
environmental sustainability, 2l .136
environmentally adjusted net domestic product (EDP) (SEEA
concept), 21. 14 l, 21.147
equations for total esonomy, table 2.4,annex to chaper 2
equity. See shares and other equlty
equrty capital, 7.113
establishments, 1.47, 2.M46, 5 .147
defined,5.2l
of central governments, 4.120
classification of, 20. 15
by principal productive activitn 15.1G19
by sector of conholling ent€rPrise, in SAIvIs, 20.81
data for,5.25-27
production account, 6.2
production for own final llse, 3.4t
estimated values, | .72-'l 5, 2.27, 3.34
ex-customs prices, 6.221, 15.70
exceptional events, 12.'l
exchange rates, l2.ll4, l4.l4, I 6. 83
market, 14.78-79
official multiple. See official multiple exchange rates
excise duties, 7 .ffi ,7 .69
existing fixed assets, defined, 10.39
existing goods
defined,9.3l
as new fixed assets, 10.42
sale or disposal of
tr:ilä.ffiä':T,fJJ
expenditure taxes, 8.54
expenditures, 9.22-31
defined,9.22
and acquisition, distinguished, 9.21
classification of
as consumption or invesünent, effect on economic
statistics, 1.56-57
by purposes, 2.51, 2.53, I 8.3
households classified by, in SAI\ds, 20.'ll
imputed 19.2'l-3O
time of recording of, 9.24-26
, 
units to which attributed (incidence of),9.23
and use of goods and senrices, distinguished r9.2l
See also consumption
expenses. See uses
export duties. See export taxes
export subsidies
defined,7.76
exclusions from, 7.'17
export taxes, defined,7.68, L5.47
exports of goods, shown in use table, 15.79
exports of goods and services,2.166
defined, 14.88
shown in use table, 15.79,15.80
valuation of, 3.85-86
at market Prices f.o.b., 14-36-37
exports of services
shown in use table, 15.79
valuation, at achral prices,14.44
expropriations. See seizures
external aecount . See rest of the world account
external account of goods and services ,2.l66,table 2.3,14.85,
14.88-115, tabl e l4.l
layout of, 14.85
external account of primary incomes and current transfers,
2.16'l ,table 2.3,14.86-87 , 14.116- Lz4,table l4.l
layout of, 14.86, 14.116
external accumulation accounts, table 2.3, 14.125-l46,table 14 -l
external assets and liabilities account, 2.l68,2.205,table 2.3,
14.15G161, table l4.l
layout of ,14.15'l
external assets/liabil ities
time of recording of, 14.76
valuation of ,14.48-52, L4.79
external balance of goods and services ,2.16
as balancing item, 14.85
price index for deflating of, 16.153-156
extemal capital account, 14.126-128' table l4.l
layout of, t4.126
external debt, 14. 160-16 1
servicing of, 19.67
External Debt: Definition, Statistical Coverage, and
MethodologY (IMF et al-), 14.160
external financial account, L4.L29-139, table l4-L
layout of , t4.129
external other changes in assets accounts , t4.l40-146, table l4.l
external other changes in volume of assets account,l4.l4l-142,
table 14.1
external revaluation account, 14.L43-146' table l4.l
external transactions, in SAI'IS, 20.65
externalities
accounting for, 21.157
as implicit transfers, 21.25
not recorded in SNA,2.26,2.179,3.50-53 ,6-33
factor cost, value added defined at,2.74,6.229-232,15.39
"factor incomes" (discontinued term), 6.232
Index 687
family allowances, 8.56, 8.78, 8.80
family of enterpriscs, 4.33
family workers, unfi{ 7.24
farms
zubsistence, expenditures of, 9.47
See also agriculture
fees,8.54
vs. licences 19.62
vs. taxes ,7.5518.45, 8.54
films, creation of, 10.102
flnal consumption, owl, 6.ß
final consumption expenditure, l.4g r g.2
defined,9.93
vs. actual final consumptionr g.S, 9.74
complementary classifications of, lg.ZG
recording of , 2.125 -13O, 2.155,9.2-8
in use table, 2.217,l5.7g,l j.8l
total economyr9.97
hansactions defined s, I .52-53
tlpes of, by sector, 9.93-94
nnits that can incur it, 1.8, 2.125-l2g
valuation of, 9.66-69
final us{es (exports, final consumption, capital formation), shown
in use table, 15.73,15.79-90
financial account, 1.9, 2.138-139,2.226, table 2.1 (accolrnt
III.2), 10.30-31, 1l.l-l t /, table 1 1.1, 13.3
defined, l1.l
in ext,ernal accounts, 14.129-139
layout of, 11.3
net balance of, equal to balancing item of capital account,
11.3, l4.l2g
netting applied to, 3.119, 11.50
purpose of, 11.103
in SAIvIs,z0.ffi-6/-
financial assets
*"ttT:ü:#"Tl$Tsectors(tt'ree-drmenqionar
counterpart liabilities of (with and without), ll.16, ll.sg,
13.20
economic benefits of, l l.16
as stores of value r2.42r 11.16
with fixed monetary values. See monetary assetsfiiabilities
without counterpart, crcation of, 11.59, 12.49-54
Se e also financial assets/iabilities
financial assetsfiabilities, 10.4-5, I 1. 16
defined, 10.5, 11.16
analysed by ceditor/debtor sectors (three-dimensional
analysis), 11.103-111, I  3.102-lO7 , l4.16l ,19.67
use for @onomic planrrirg, 13.106
changes in
not involving transactions, 11.20-24
rccording of, 1.9, 11.22
classification of, I 1.53-102, table 11.2, 13..2}-24
difficulties in (in international trade), 14.93
by maturity (term), 11.58
in SNAand Bahnce of Payments Manua, (IMF),
compared , 14.150-155
exchanged with other financial assets, I1.1 l-12
recording of, l l.lt-12
in extcnral accounts, 14.1 3 1-1 39, 14.15G 161
valuation of,14.47
fi xed-moneydenominated
holding gains/losses, 12.107- I 08
valuation of, 12.68
foreign-crürencydenominated, conveftrion inüo national
curr€ncy, I 3.35, 14. 158
other volumes changes in,12.49-54
real holding gainsflosses fur, s memorandum item, lg.gz
recording of, 2.225 -230
revaluation of
in external accounts, 14.143-146
in high inflation, 19.8l-82
thrce-dimensional table of,2.231, table ll.3
hansaetions in, I l. 13-43 , 14.155
valuation of, 1I.4446, 13.64-89
in balance sheets, 10.14
in external accounts, 14.158
transactions, 1I.44-46
financial auxiliaries, 4.80-8 1, 4.85
defined,4.96
financial claims, 10.4-5, 1 1. 17 -19
defined, 1,0.4, ll.L7
creation of, 11.18
examples of, 10.4
valuation of, 10.14
financial corporations, 1. I 3, 2.2O, 4.77 -lO3
defined,4.8, 4.77
intermediary role of, I 1.105
financial corporations sector, 4.8, 4.77 -103
defined,4.77
financial intermediary role of, 11.6
sub-sectors of, 4. 83- 103
classified by controlling unit, 4.84
special cases, 4.99- 103
financial derivatives, 10.5, 11.3443, t1.74
as asset, I 1. 16, I 1.59
commissions and fees for arranging, 11.36
as financial claims, I l.l7
transactions in, I1.35
valuation of, 13.70
financial enterprises, 4.7 9 -82
defined,4.79
as financing units (satellite accounting), 21.87
unincorporated, 4.82
financial futures, 11.42
valuation of, 13.70
financial instruments
defined, I l. 1
System of National Accounts l99il
innovative, 11.15, 1 1.34 fines and penaltics, 8.96
fransactionsin, ll.ll-12 finishedgoods
SeealsofinancialasseMiabilitics dcfine4 10.111
financidintermediarios ininventories, 10.111-112
characteristics,6.l2l-123 lcscs, 10.112
interest, measuremcntof,3.29,7.108 timc of valuation of, 10.112
role of, in mobilizing resorrccs, 13.1(X first-in-first{ut (FIFO),6.70
Iiscal monoPolies, 7.69
valuation ofoutpul 6.133-134 Fishcr price indices, 16.73
See also financial corpomtions chain, 16.5G'52, t6.61
financial intermediaries, otlrer, except insrance corporations relative advantages of, 16.86
andpensionfinds,4.8S Fishervolumcindices, 16.73
defined,4.95 Fislg'sldcellrdc& 16.23-30
financial intermcdiatiqr gerviccs rclative advantages of, 16.25-30
define44.78 fishstocb, 12.?ß,12.30
as consumption expenditurc,9.53-55 dcplotion of,21.132
rcconding of,3.29 fixed assets, 10.26
time of rccording of,3.106 defined, 10.7
units thatpovidc,4.77,ll.6 abandonment of,2l.l66
financial intermediation scnrices indirectly measured (FISIM), acquisitions less disposals of, 10.34'37,15.87-90
annexlll timeofrecordingof, 10.36
define46.125 valuationof, 10.3637
allocation of, among rccipionts, 6.12G131 consumption of. See consumption of fixed capital
deducted ftom or added to actual intetest payments,7.lO8 cost ofowncrship hansfer
exported, 14.44 ascomponcntof valuc, 10.5561
inextemalaccormts,l4.l4g consrmrflionof ixedcapitalof, 10.57
intfiEtional, 14.115 docline in value of. See consumption of fixed capital;
time of recording of,3.106 depreciation
financial lcasing,l3.23-24 disposal of, Eansactions involving, 10.35
defined, 11.31 efüciency profiles,6.190-19
distinguishedft,omoperatinglcasing,6.llS-ll9 examplesof, 10.7
ofexpotts, 14.43 holding gainsflosses in, 12.101-103
inextetnal accormts, 14.133 ownenhip of, effect on value added and operating surplus,
interost on 6.178,7.82-83
measurcNnent of,7.107 professional charges on acquisition of, 10.55
rccoding of, 3.2E professional charges on disPosal of, 10'56
reccding of, 13.24 recoding of, in bolance shccts' 6.200
time of recording of,9.65 rcntals of,6.148
heatedasownershiphursfer, 10.44, 11.31, 14.58, 15.88 sentabroadformajorrepairq 14.91
financial liabililies servicc life of, 6.189-192
analyscd by crcditor/&btor sectors (ün€edime,lrsional sold to non-rcsidents, recording of, l0.4l
anelysis),teblc 13.3 stockof
See financial assets/liabilitios gross and net, 15.101
financial'povisions,- 13.22 indusuyhealcdownof' 15.99-101
financialsenices shownbelowusetable, 15.77, 15.99-l0l
auxiliary,4.SG'81,6.123 tangible and intangible, 15.1ü)
categcics of,4.79-80 taxcs on use of,7.70
evolutionandinnovatimiq4.EO, 11.15 valuationof, 13.3745
e:rported, 14.44 writtendown"remaining inpoductivet*',12.42
int€mstional, 14.115 fixed capital. Sec fixed assets; gross fixcd capital formation
as secondary activity ofa non-financial corporation,4.69, fixed capital fonnation account (SAIV{ accormting)' 20'62
4.lm fixcd capital formation of characteristic activitiee in non-specific
financial hansactions. Scc tranrac-tione in financial instrurncnts products (SAM accounting)' 21.70
finarrcingmib (satcllitcaccourting),21.{l-yl float,3.l0l, 11.49
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flow of funds accounts, 11.103-lll
detaile4 table ll.3
economic pohcy aidod by, ll.l07-lll
flows,2.24-39
definedr 3.1,3.9
analysis and recording of, in SNA, 2.7-17
causing change in süocles, l.l 1r2.9r2.24r2.4ür3.4,3.6
complementary classification of (providing more detail),
2.37-39
measuring changes in, price and volume components ,16.2-5,
20.29
observable vs. constructed (imputed), 2.2'1, 3.j4
rccording of
consistency requirements, 3.3
genenal principles, 3.9{5
relations between, shown in accounting mahioes, 20.23
time of recording of, 2.63-6f' 3.87-l l l
tlpes of (hansactions and other), 3.l l
valuation of, in money terns, 3.10
See also flows and stocks
flows, "other" (non-hansactional)
measuring change h, in real terms (purchasing power) ,16.2
recording of , 2.26, 2.57, 3.57 -6j
time of recording of,3.108-lll
vs. hlansactions, 3.1I
flows and stocks
aggregation of, 3. 1 14- I 16
classification of, 3.7
consistency rcquirements, 3. 3
non-monetary, valuation of , 3.7 Z-77
recording of, 3.3, 3.5-8
time of recording of, 3.3
valuation of, 3.3
at current prices, 3.70-71
See also more specific flows; stocks
foreclosures ,12.40
forcign assets
holding gain{osses on, 12.ll3-l15
valuation of, at exchange naüe, l2.ll4
foreign branches and subsidiaries, 14.18, 14.95-96
data ft',om, 19.92
earnings of,14.123
goods shipped by 
"n 
ent,erprise to, 14.59
output of, ueated as part of GDP of country in which located,
14.95-97
foreign conhol, defined, 4.30
forcign-conholled enterprises, | 4 . l 52, | 4. I S 4, 19 .3649
dep*it money corporations, defined, 4. 85
depository corporations, other, except deposit money
corporations, defined, 4. 85
financial auxiliaries, defined, 4. 85
financial intermediaries, other, except insurance corporations
and pension funds, defined, 4.85
insurance corporations and pension funds, defined, 4.85
foreign-controlled non-financial corporations sub-sector,
defined,4.76
forcign crurency,13.34
assets denominated in, 13.35, 14.158
depositrs denominated h, 11.72
flows and stocks valued in, 3.76
foreign exchange swaps, 11.33
foreign sector, accounts for (rearrarrgement of SNA accounts),
19.4346
foreign sub-sectors, 19.4346
forests, 12.26,123A
brought into economic use, 12.19
clearing of, 10.51
forward raüe agr€ements (FRAs), 11.43
measurement of interest on, 7.106
Frameworkfor the Development of Envinonment statistics
(United Nations), 2L l 30
free on board (f.o.b.), 3.85, 14.37 -42,14.106-107, 15.35-36
defined,14.37
frec trade area, 14.56
free zones, I4.9
freight services,14.70
functional classifications, 2.235, 1 8. I - I 4
in central framework of SNA, 2.88
purpose of, 18.2-5
futures. See financial futures
Geary Khamis (GK) method, 16.93-96, 16. lO2-lO4
general government, 2.2O, 4.104-1 30
defined , 4.9, 4"104
actual final consumption of, 9.90 -92, 9.96
as collective consumer, in satellite accounts,Zl.S3
consnmption expenditure of , 9 .7 5 -92
expenditures of
classified by function, 18.3
time of recording of, 3.90
final consumption expenditure of , 2.125-128, 9.93
on collective services ,9.93, 15.79, 15.8 l. , 16. 1 35, 16. I 39,
r8.2
on individual consumption goods and services ,3.47,9.79,
9.93, 15.79, 15.91, 15.92, 16.135, 16.139, lg.2
shown in use table, 15.79,15.81
as financing unit (satellite accounting), 2!.87,21.90
functions of, 4.lM
levels of,4.105
non-market output of, 16.133-l4l
and other governments, transfers between ,8.92
primary income of, taxes on production and imports asr7.Z
residence of, 14.30-33
See also general government sectoq terms beginning
" governnrcnt'
general government sect ot, 4.9,4. 104-1 3 1
defined,4.113
sub-sectors
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defind, 4.114-ll5 supplies and allocations of, prcsentcd in sup'ply and use
altemative,4.l3l tables, l.16 15.60
general sales taxes,7.6l,7.@ hacing ftom odginal ptoducers to ultimate users, 15.21-22
generation of incorne accormt,2.115,2.2l2,t^ble2.l (accormt hansactions in. Scc Eansactions in goods and services
\.1.1),7 .L,7 ,3-7 ,7 .51-54,table7.l hansferabilig of, l.2O-22
for establishmc,nts, 7.3 rmits of mcasure,rncnt of, 16.8
for indnshies, 2.212,1ablc2,9,7.3 uscd domcsticalln subeidies on, 7.78
for institutionsl units and scctos, 7.3 valuation, 2.179, 3.81-84
in SAIr,ts,20.48-55 See clso goods; scrvices
gifts, 10.141 goods and services accormt, 2 .94,2.154-159,2.212,tab1e2.2,
croesing ft,ontirrs, 14.92 15.2ol24
gold oqualityofsuppliesanduses(equation), 15.21
commodity, ll.&45,14.n cxbnral. Scc cxtcrnal account of goods and senriccs
monetization and demonrefizatiqr of, 11.65, 12.61 layout of,2.157,2.159,2.199,2.2U
See also monetary gold goods fcresale
goldswaps,ll.33 dcfine4 l0.lf3
goods in inventories, l0.ll3-115
dcfincd,6.7 timeofvaluationof, 10.114-115
classification of, difficulties in (in intomational tede), 14.92 goodwill, purchascd ,lO.l3O, 12.22
existing. See existing goods wite-offof, 12.34
for individual consumption. See individual consrmpion governmont. Sec general govemment
goods and scn'iccs Garyrnment Fitunce Sradsaics (GFS) (IMD, L.46,3.92,4.t21,
intemationalbansactionsin, 14.89-90, 14.91.93 7.56-58,8.4fi8
lost or deshoyod 14.91 govenrme,ntowned producers, 4.106-110
movern€,nt of, across ft,ontiers, 14.91 market, as quasi-corporations, 5.36
and ownetship hansfcr, 14.554 non-market,4.1(B-110,5.37-39
time of rccording of, 14.65{9 government hading organizations, losw of,1 .74,7.76,7.78
prodnctionboundaryae appliodto, 1.22,6.18 governmentunits
scnt abroad for proccssing, 14.61{3, 14.U,14.91 final consumption expenditure of, 9.3
shi@ to one's own cnclave within another cormtry, 14.91 objectives, firnctions, and behaviour of, 4.19
stonge of,6.64{5 as ptoduccrs,4.106-110
use w. acquisition of, 9.36 hansfem bctwecn, 8.10
valuation, at curtent Ftces, 14.364 gross". See recording, gross vs. net
See oLso goods and scrvices gross capital fonnation, 10.32-ll7
goods and services (ptoductB),2.30,2.49 defined, 10.32
dcfinoq 6.7-13 narrow interpetation (not including human capital), 18.4
bodcrline bctween,6.13 shown in usctablc,l5.79,l5.84-90
in intdntional transactions, 14.90 Sea also grcs fixed capital formation
classification of,20.15,20.80 gross capital stoelq 6.189,6.19
basis for,5.4 groos domestic final expendituras
multi-purpoec poducts, 18.8 calculation of, at constant prices, 16.159
ofold,rcplaqcmentbynewtypes,16.113, priceindexfor,16.160
16.123,16.12G129 groes domestic pnoduct (GDP),1.28,2.L7L-L8O,7.L7
andconrpilingapriccrelativc, 16.118-129 adjustcdfore,nvironmentalcosts,2l.lS2
and constnrcting price and volume furdices, 16,53-54 based or production approach and expenditurc approach"
expcnditun*, acquisitioq and usc of, distinguislred,g.zl4A 6.2Y-235
final consumpion of. Sce frnal connrmpion oxpcnditure calculation of, 1.57,2.172-174,2.L85,2.2ü,2.22U222,
govctnmcnt-povidcd, 15.83 6.233-236
indnsfricscla$ificdby,5.A4 atconstantprices, 16.157, 16.159
intcnncdiatc corrsumpior of. See intctmediate consrunpion equations (identities) for, 15.153
MlSH-providcd, 15.83 ftom input-output tables' 15.153
ortprt of. S?e outpuü ortprt for owrr final use chain indices for, 16.73'74
p'rovidodto cmployecs,6.155 identities for,6.237
in eatollito accormts, 21.t-lt income, output, expenditure, 15.153
690
Index 691
as indicator of economic activrty and welfare ,1.2r 1.69,
2.179-190
international comparisons of, I .97-gg
measunes production of tpsi&nt units, not geographie
temitory,6.239
non-economic events (e.9., war) affectin g,1.77-gl
output of foreign branches contributing to, l4.gs-97
taxes on products, telation tor6.233
as total value added, 6.233-2gG
volume measures for (at constant prices), 16.7r-74
gross domestic product (GDP) per capita, inüernational
comparisons of, I .97-38
gross fixed capital formation, I .49r 10.33-95
defined,10.261 10.33
borderline with
intermdiaüe consumption, | .49 -s7, 2.247,6. I 4 g- I 49,
6.157-t72
inventorier,r6.T4
expenditur€s recorded s, I .SG-57
industry breakdovrn of, l5.9G9B
negative, 10.43
own, 6.47,19.28
recording of , 2.137, IO.ZG
shown in use table, 15.77,15.79,15.95, 15.g7-90, 15.96-9g
time of recording of, 15.87-88
hansactions in, 10.34
See also own gross fixed capital formation
gross national disposable income (GNDI),2.183, g.16
gross national income (GNI), 2,181, 2.2W, 7 .16
gross national product (G}IP), 7.1G. see gross national income(cNr)
gross vs. n€t recording, 3.117, 6.4, 6.201 -203, 7 .4, 7. 90, 9.12,
9.3,10.27
"gtrossing upr" 3.120
growth. See @onomic growth
guarantees of payment, ll.Zs
Handbook of Natiornl Accounting: public sector Accounts
(United Nations),'l .56-58, 8.46-48
handbook on integrated environmental and economic
health -iffiil',:t X"ited 
Nations)' 2|'123
in satelliüe accounting, 2l.ll
coverage of national expenditure, 2 I .61 -g 1
health ciare expenditures
in kind, 8.103
reimbursed, 8.101
treated as capital formation, in satellite analysis, 21.30
health sewices
adminishation of,9.86
measurement of volume changes, 16.l3i6r 16.l3g
hedging, 4.80, 4.96, 11.34
hidden @onomy. See underground economy
hirc-purchase corporations, 4.95
hire-purchase ffedit, I l.B3
hire-purchase expenditute, time of recording of, 9.65
historic cost, 1.60-63
historic monum€nts, 10.7 I
economic appearance of, 12.23, 12.25
holding corporations
defined,4.37
financial, sub-sector to which assigned, 4.100
holding gain$osses, 6.57 -63, 6.1 05- I 08, 7 .1O,8. I 5, I 2. gO
effect on valuation, 3.84
estimation of, from balance sheet data, l2.gg-99
measurement of, 12.82-92
recording of, 2.142-146, 3.6243
by type of asset,12.100-115
See also prices, changes in
horizontally integrated ent,erpriscs, 5. 30
hospital care, 8.56
honrs worked ,17.11-13
average annual, 17 .14-15
measurement of, 17.17
as measiure of employment, 15.102-105
as measure of labour, 17 .ll
statistical breakdown of, recommended, included and
excluded items, 17.ll
total, 17.12
defined,17.27
measurement of, 17.L7
household actual final consumption, 9.95
defined,9.72
household durable.s
vs. fixed assets, 10.82
items excluded as assets, 13.16
household sect or, 4.11, 4.132-1ffi , lg.7 -Zg
defined, 4. 151
SNA accounts for, 19. l4-zg,table Lg.z
complementary classifications used in, lg.2}-Zg
sub-sectoring of , 4.1 5 I - I ff, I 9.8- I 3, table 1,9. 1, 20.7 l-7 3,
figure 20.1
alternative methods, 4. 1 55- I 56
basis for,4.152
household services. see domestic and personal services
household surveys, 17.6, 1 8.8, !9.17, zo.lzz-lzi, zo.lzs-tz6
honseholds, 1.I3, 2.20
defined,4.132
aceounts used for (microdata), 1.66
as consumers, in satellite accounts, 2 1.83, 2 1.85
consumption, goods and services included and excluded ,I.Zs
economic behaviour of ,4.138-154
as entrepreneüF, 4. 139- 150
environmental cost to; 21. 1 83
expenditures
capital vs. cunent (consumer durables), 18.4
classified by purpose,2.51, 18.3
final consumption expenditure of , 2.125 -128, 9 .3, g .45 -7 l,
System of National Accounb 1$13
9.93 vduation, at actual prices' l4.zl4
dcfined,9.45 impots/cxpotts
abroad,9.7G'71 ofgovcnrmcn! 14.92
boundaryof,9.45 notcoincidingwithflowof goodsacrcsfrontiem' 14.91
classificationof,g.63 sourccsof datafot, 14.56
showninusctablc, 15.t1 andtemnsof hado, 16.151-156
time of recoding of,9.64{5 rnluation of
as financing urits (satollite accormting) ,21.87,21.n f.o.b. and c.i.f., 15.35-36
incomosoutceof' 4.153-154 improvenrcnts' Scemajc impo'vements
institutional,4.4 imputeticrs,3.y,6.l9'22
objectives, firnctions, and bchavioru af,4.20 imputod bank service charge. Scc financial intermediation
pr,oduction of,4.139-150 scrviccs indircctly measurcd
outputforownfinalusc, l.2l-22,3.6 imprtcdsocialoontibutions,S.Tl-74
own-accormt,6.Z-25 defino4 8.72
residencc of, 4.16, 14.15-17 imputcd tsanrac-tions, cstimatcd valuc of,1.72'75
social nansfeß to, valuation of, 9.73 in kin4 3.38-43
socio-cconomic groupe of, distirrctionbctwoen, in statistics, compensation of employees, 3.38' 6.153'154
2.21 ingonrc,2.l2l-124
hansfers between,8.95 payments,3.39
See clso unincorpcatcd cntcqriscs owncd by houselrolds rufi,7.129
housing accounting, coverago ofnatioral cxpenditure in a social b€nefits,2.l22-124,2.129
satollite accormt, 21.61-El hansactions, 2.36,2.38
honsing services üansfers,3.4G43,8'13,8.27
measruingthequalityof,ovcrtimc, 16.129 income
for own consumptiur. $ea owncr*upied dwellings analysis of, choice of unit (houscholds)' 19.17
honsing serr"ices benefits, E.56 dispoeable and dusted dispcablc, 2.125-t3O
humancapital, 18.4 distributionof'2.Il2
education as invesüncnt in, 1.52-53 primary' 2.113-ll7
satellite analysis of, 2 I .30 sccondary' 2. I I t- I 2 I
t€diary (in kind)' 2. I I 8, 2'l2l'124
illegal actiors, when recodo4 3.54-56 economic theo'ry of, 8'15
illegalprcduction,6.lG33, 17.9 ofhouseholds,analysisof, 19.15-18
immornble assots, sold to non-rcsid€,nt, recoding of, I I .3O rocording of dishibution and use of' I .7-8
impott duties, defined, 7.66 redistribution of, 2.118'124,3'22
importmonopolies, T.6T in satollite accounts,2l.l9-21
import subsidies, dcfino4 7.74 sizc of, classification of households based on, 19.17-18,20.71
import taxes. Scc import dutics sources of
impofts of goods, shown in rupply tablc, 15.60 households classified bn 20.71
impoils of goods and soniiccs, 2.166, 14.85, 14.88-90 income accorurts
dofind, 14.88 link with accumulation accormts, saving as balancing item'
analysisof, 19.65 1.10
cornplcnrentaryw.ccnpetitivc, 15.136 incomcflows
locatior of taking delivcry of, 14.3942 changes in, nrasuremcnt of, in tenns of a pnice index' 16.148
rn. products fronrrcsidcnt produccrs, 15.131-136 circular, shown in social accounting matriccs' 20.2
slrownininput-outputtablc,15.132-136,tablo15.5 incomcinkind
slrown in supply tablc, 15.60, 15.68-70 moasuremcnt of' 9.50'51
taxce on. ,Sce taxce or impcts rccorded as housohold final consumption expenditune,
valuationof,3.85-t6 9.50'51
c.i.f. tof.o.b. adjruüncnfi, 15.68-70 inconrctaxcs, S.52
cx-cueüomspricec, 15.70 indcx-linkdsecutities' 11.78
at mar*ct picce f.o.b., 14.3E-42 intcrest on, mcanrerncnt of,7.1ü
at prnclrascr's pice c.ii.,14.4M2, 15.35-36 indcx numbers, dcrivcd fiorn input'output tablcs' 15.170
impodrof scrrricee indices
slrown in supply tablc, 15.60 additivity of' 16.55-59
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chain, 1.17, 16.49-52, 16.6367, 1G.73-7 4
EKS (Elbtcs, Kovecs and Sculz), 16.98-lC4
rebasing and lirrking of, 16.31-59, table 16.l
rclative of, ard theoreti"ally best, lfl.2l-30
superlativei 16.2t-30
symmetric,l6.26lt0
Tornqvist, 16.27 -30, 16.5 O-52
hansitivity of, 16.88-91
indir€ct taxes. see taxes on production and imports
individual consumption expenditure, 8.38-40, I 8.2
defined,9.93
rccording ofr9.7
in use table, 15.81
individual consumption gmds and services, B.l9-20
defined,9.42
ctraracteristics of, 9.8 I -82
harrsfers of, 8.105-16
individual eonsumption services, g.42
and collective services, boundary problems, 9.86
indushis,5.147
defined,5.4O
accotrnts for, shortened sequenc€ of,2.212,2.219, table 2.9,
15.2
classification of, 1.47,2.45,5.5, 15.63, 15.109-I I0, 20.8I
by type of produeer, 5.41
employees classified by, 17 .6
as group of units of homogeneous production, 15.13
infant, accounts for, 19.50
products associated with, 5.4244
shown in supply and use tabl6, 1.16, 2.214-217,2.223,
15.62-63, 15.9G105
indnstry (producer) üechnology model, 15. 144-147
inflation
effect of, on
cost accountin g, l.6l-62
interest payments and rates, Z.l0g-l l l
measurement of work-in-progress, 6.7 g
high, 19.68-83
effect of, on currcncy, 19.69
measured by price indices, l.l8
informal sector of economy,4.l59-l@, annex to chaptet 4
ILO guideline, 4.159, annex to chapter 4
injuries, payments in compensation for, 8.98
input-output analysis, 5.23, 15.2
dynamic, 15.178
economic questions addressed by, 15.174-l7B
static, assumptions about production, 15.125-126
input-output tables, 2.210-224, ls .l -lz, I 5. I 20- I 5 8, I 5. I 6 I - I 67
aggregate statistic.s that can be calculated from, 15.153,
15.156-158
analytical purpose of, 15.3, 15. lZO-lZl, 15.143
at constant Fices, 15.167
derived fr,om supply and use tables, l.16
extra information in, 2O.2
as framework for data compilation, 15.168-173
layout of, 15.l5l-152
pnoduct-by-product, 15. 15G 158, table 15.6
separating importod from domestic products, 15.155,
trablc 15.7
for satellite arralysis, table 21.5
symmeEic, 15. 137, 15. 150-158
units to be used, 5.4M7
valuation of enhies in,2.76, 15. 127 -lZB
instalment loans, I 1.83
irrstalment purchases, ownership hansfer imputed, 15.88
institutional households, 4. ll, 4.1 36
furstitutional sectors, l. I 3-14,4. I - 165
defined,4.6
accounts fw, 2.87, 2.194-l%, 2.232-234, 3. 8
balance sheets, 13.2-5
of characteristic producers (satellite accounting), 2l.106
consolidation of accounts of units in, 2.82, 3 .121 - 122, ll .S2
creditoy'debtor relations between, I 1.5-6
and economic analysis, 4.2 I
financial transactions between, 1l.103-l I I
shown in detailed flow of funds accounts, ll.l06-il1
when shown, 2.152-153, 2.1ffi
industries classified in, 15. 109- I l0
irntitutional units grouped h, 1.13, table 4.!,zo.ls,2o.2o-zj
objectives, functions, and behaviour of, 4.17-21
rclation to institutional units, 4.13-14,4.17 -21
sub-sectors of, 1.13, 2.21,4.6-9
public, national private, and forcign controlled, 19.36-48
institutional units, I . 1 3, 2.19, 3. I 3, 4. 1 - I 65
defined,4.2
accounts for, in SNA,2.87,3.8 
r
balance sheet fo413.2
control of ' 4'7a 
r A rf,^ .rr 1 Agrouping of, for use in SAMs, 20.14-16
output for own final us, 1.73-75
as producets, 1.7 3-7 5, 2.4348, 5. 1
reclassified to another secto t, 12.56-59
regional, multi-regional, and national, 1 9.90-94
resident and non-resident, 1.14, 2.22-23
one-year test, 17 .23
transactions between, | .12, | .20-22, 2.25, Z.ffi -62. S e e also
transactions, two-unit
shown in SAMs, 20.16, 20.35
types of, aggregated in sectors, 1.13, 2.15,2.20-23
See also enterprises
insurance
treatment of, annex IV
See also life insurance policies; non-life insurance
insurance claims: 8. 17, l4.ll3
reserves against, I 1.98
insurance corporations, 4.97, 8.63
characteristics, 6. I 35
insuranse corporations and pension funds, 4.85
System of National Accounß 19!Il
define4 4.97 mcagruementof intcrcst on,7.105
insurance industry intercst ratcs, in high inflation, indcxation of' 19.81-E2
mea$üernelrt of servicce,6.135-140 intcnncdiatc cottsumpion,l.49,6.3
reserves of. Scc insüanco tochnical rEscwcs dofind, 6.147
insunnce prcmiums,8.lT boudary bctwecn
paidinadvance, 11.9?,valuationof, 13.80 compensationofemployees,6.l53-156
service charge porlion of, 8.65 grocs fixcd capital formation, 6 .148'149,6.157 -172
insnnnccsenriccs, 14.70 valucadded,6.l7Fl78
as consumption cxponditurc,9.5657 consolidation not allowed,3.122
exported, 14.44 includcdarrdexcludcdexpenditures, 1.51, 1'54
inüemational, l4.ll2-ll3 rccording of, in supply and usc tablc,2.2l6,l5.78
valuationof, t4.4,14.113 timeofrccotdingof,3'103'6.150-151
in$rancetechnical ttxrrva,7.l23-127,11.89-X) valuationof,6.li0-15l,6.22F22t
for intemationd insurancc ecrvicos, 14.113 intcrnrcdiatc uscs, slrown in usc trble, 15.72
invecünent incomc, recording of, 3.27 intcrnrcdietion ecrviocs, recotding of,3.29
hansactions, 11.89-99 intcm.l (intsa{Init) flowe' 2.25
valuationof, 13.75-80 consolidationof'2.8l
intangible fixed assets, 10.89-95 obsen able vs. constructed, 2'27
categoriesof, 10.34 recodingof, 1.58,2.27,2.70
valuationof, 13.4345 intemaltsansactions,3.M4g
intangible non-produced asscts international airspace, operations in, 14.25,14.9L
categodes of, 13.19 intcmational invesünent position (IMF),14.76,14.156, armex II
economic appcarancc of,l2.2l-22 International Monetary Fund (IMF)
valuationof. 13.6243 claimson, L1.72,L1.83
write-off and cancellation of , 12.34 qedits and loans ,14.137
intcgrated balance sheots ard accumulatiqr wanrüs,2.232-2?4, intcmational organizations,4.16,4-165
tabla,,z.l2 charactcristics of,4.lg
integrated economic accormts, 2.91 -2(J9.,tublr-2.8 cconomic tcrritory and cnclaves of, l4.lo
incenbal ftamcworkof SNA,2.88 govermncntconhibutionsto,8.92
connection to zup'ply and use tablcs, 2.219-22L residence of, 4 .165,14.32
howtorea42.l94-26 staffof, 14.16,14.L18,t7.26
fon koy scc'tor accouting, 19.58-59, tablc 19.5 intenrational price and volume indices, alternative, publication
layoutof,2.92-96,2.1E8-193,2.207-2@,figare2.2 of, 16.102-lO4
integnted enterptises,S.SES4 lnternational Standard Industrial Classification of All Economic
inter-establislrment dcliverics,6.2,6.38,6.80-83,6.152 Activitics (ISIC) (United Nations),1.47,2.45,5.3,5.5,
intffi,3.29,7.93-1ll 5.4QF41,5.44,15.60, 17.30, 19.49,20'15,20.81,21.8,
deilino4 7.93 21.169
acc.nral basis of recoding,7.94-95 environmcnt-relatcd, table 21.9
accnrod, 1l.l0l, 13.81 international trade, 14.88-1 5. See also extetnal account of
consmrcr crcdit,9.69 goods and serviccs
in oxternal accorurts ,14.122 intanational bensactions, taxes on, 7.70
timcofrccoding of,l4.1\ intcmationalwaters, 14.9
rneasurement of,7.9610E assets lying under,7.132
nominal vs. real,7.lG)-lll operations in, 14.25,14.9t
parallel teatment of, rurder sigrrificant inflatiotU 19,83, anncx production in, types heated as expcts' 14.91
B to chaptcr 19 inba+tablishment deliveries, 6.80-83, 6.152
payable/roceivable,7.l3 inventmics, 10.96-115
Scc also financial intcrnrcdiatiqr scrviccs indircctly define4 10.7
mcanrcd @SIM) botdcdinc with grose fixed capital formatioq 6.74
intercstpaymcnts changes in. Scc chengos in inventuies
ancanein" ll.10l dercriorationof;6.62
efrect of inflatiqr on, in seütllitc 8mlyds,2l.2l holding gein{lcs€s in, 12.104-106
financialclaimsnotroduccdbn 11.18 lqscsfrqn
intcrcstntoswaps, 11.37 cxceptioml' 12.47
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rccuncnt,6.62 ceusingholdinglcs, 10.59
timcofrcwding of,2.40,6,5763 classificationof, 10.59
valuatiqrof,6.57-63 coetsof ownenhiphansferon, 10.59{0, lO.lZ4
atcuncntpiocq 1.62,13.4748 dcclincof valuc of,lil.l22,l2.2g
athidorircoat,l.62,6.6g:71 dcgradationof, 12.33
invcsüncnt. Sac fixcd aescte; groee fi:rcd capital fqrnation cncrrions to covc,ragc, 12.18-19
'invcshncnl o0rcc'(IMF), 14.150 irnptoverncnts to, 10.51-54, 13.55
invesüncnt corpontions, 4.95 owncd by non-residont, heatcd as financial claim, 14.14,
invcatnont gnnts 14.93,14.l}7 , 14.133
dcfttc4 10.137-l3E roclarnrtionof, 10.51, 10.122, 12.18
inkfutd, 10.13t Ents q"7,128-l3l
paid in instalnurts, 10.137-138 cash or in kind, 2.129
investncNrtinconc saleof, 10,54
payablc to policyholders ,7.123-127 to enother economic tffiitary,14.127
Seaafropmpcrtyhcqnc bnon-rcsido,nt, 10.60, 12.113
texe poid by landowner, not tenants,7.l30
jobe, 17.8-10 valuation of, 13.54-58
dcfine4 17.8 land and buildings
classification of, 17.10 ofentcrprises, recunent taxes on, 7.20
ofeconomicvs.goographictcnitoryofemployer, 17.25-26 owncrshipof,implyingrcsidence,4.16,l4.l4
full-timooquivalcnt,l1.lüL,lT.l4-18, 17.28,2O.tO rccordingof, 10.125
illegal,I7.9 rcntingof,T.l3l
numberof,asmeasrrcofemploymen! 15.1O2, 15.19 soldtonon-resident,recordingof, 11.30
second, thitd, olc. (multiplQ, 17.5-6 taxes on, g.53
Sce alooemploymcnt;work vahedtogether, 13.56-5g
jointpoducts,5.43, 15.19 laspeyresindices, l6.lG3O, 16.55, 16.59
ctnm,16.4249,16.67
keysectotaccounts, 19.49-61,table l9.4,table 19.5 relativeadvantage.sof, 16.2G30, 16.85-86
environmesrtal accounting in, 19.57 last-in-fi$t-out (LIFO),6.?O
hansactions with govemment in, 19.56 leascs and other transferable contracts, l0.l30
kind-of-activity uits, dofine4 5.19 leasing
opemting vs. financial, 6.115-l 19
labou, l7.ll See cbofinancialleasing;operatingleasing
classification of, l7.lL32 l%al entities, 4.5
compensation baeis (horly rates, etc.), 17.19 of,4.2247
location of, in cconomic tenitory of enrployq- t17.25-26 as institutional units,4.3-5
remunetation of h,nder/borrower relations. Sae creditor/debtor elations
variable, L7.20-2l lending, when not heated as financial intermediation, 6.134
volumo and pricc components,20.101-102 Leontief inverse table, 15.175
self-employed, not counted, 17.20 L€ontief-type input-output ables. Sae input-output tables
See also compensation of cmployees; employees letters of credit, 11.25
laboucost @,O), 17.9 liabiliries
labourcosts. Scccompensationofemployees changes in. Seechanges inassets, liabilitiesandnetwortfi
labourinputs,17.1-32,figure 17.1 recordingof
elaboration of, in SAMs, 20. lül in assets and liabilities accounts ,2.16l-162, llJ+Sz
measurementof, 15.102-105 inbalancesheets,2.55, l0.l
slrown below usc table,2.236-238,15.77,15.102-105 reduction of, othetthan by repayment,11.23-24
units of, 17.19-21, figure 17.1 See a/so assets/liabilitie,s; financial asset{iabilities
valuation of, at current and constant picr-s,l7 .20-21 licenccs, 8.54
lan4 10.121-125 businessandprofessional,Z.ZO
dofine4 10.121,13.54 forcopiasoforiginals,6.l46
acquisitions less disposals of, l0.l2l-125 vs. fee,s, 9.62
changes in use of,12.62 of intangible non-produced non-financial assets , L4.Ll4
coets ofownetship hansfer life insurance policies
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individual, premiums and bencfits of, not heatcd ae tsansfcrs, characteristics of, 10.48
8.29 classificationof, lO.5O
netequityin, 13.76 teatcdasacquisitionof newfixedassets, 1.54
limited-liability parüremhips, 4.46 to land, classification of, 10.54
lincsofcredit, 11,25 Seeobomajorimpovcmcnts,üonor-pnoducednon-financial
liquidity, financial hansactioru classifiedby, 11.53 assets
literary-artistic worb, p'roduction of,6.L43-146 major improvonents to non-produced non-firnncial assets,
livestock, 10.87,14.92 10.34, 10.51-54
classification as invcntqies vs. fixed assets, 10.83 make maüix. Sca supply table
loans, 10.4, 11.83-85 marginpoyments, 11.72
defined, 11.83 marketfailure,4.l(X
asasse! 11.16 marketoutpuf 2.49,6.45
epmplesof, 11.83 dcfine46.45
in extemal accorml valuation of, 14.51 govcmm€,lrt and MISH cxpenditures on, 9.79
holding gain$oeses in, 12.f08 measrrerncnt of, 6.45,6.218
negotiable, 11.75 Seealsooutput
hansactions, 11.83-85 market priccs. See current price,s
valuation of, at pincipal amount, 13.72 market produccrs ,2.46,4.58
loans,long-tenn" 11.85 defino46.52
tansactions, 11.85 classification of bansactions of, 2.53,18.14
loans, short-tqrn, 11.84 as financing rmits (satellite accounting),21.87,2L.9Q
hansactions, 11.84 ofgoods and non-financial services, 4.68
local govemment, charac'tcristics of,4.L28-129 in satellite accounts, 21.83
local govemment sector marlrets, parallel (ft,ee and ofücial), 16.114
sub.sectors matcrials and öupplics
defincd,4.l28 defined,10.99
alternativc,dcfinod,4.13l vs. fixedassets, 10.100
local rurits (of entcrgiso), defind, 5.20 in inventorics, 10.99-101
'long-tetm," defined, 11.58 losscs, 10.99
long-term deh, altemative valuations, 13.89 vs. valuables, 10.101
696
losses matrices
exceptional, 12.47 symmehic and rcctangular, 15.2, 15.8-9
',"ff ffiää:l'"ä*r;ffiIji,rilTäffiTr
machinery and oquipmc,nt annex to chapter 2, 20.7-l2,table2o.t
conhact for sale, 6.101-102 compilation of, 20.ll-12
exported, 14.1ül with dummy accounts, table 20.3
as fixed assets, 10.80-82 with sub'accormts,t^ble20.2
insta[atio of, 14.103 Sce also accounting mahices; social accounting matrices
as invc,ntorics, 10.81 mahrdty (t€fin), asscts classified as to, 11.58
valuation of output,6.10l-102 meals, prcparation of, at home,6.28
work-in-progress, 6.101-1(D medicsl benofits, 8.80
macrooconomic analysis and modcling medical pa.tients, non-resident; 14.20, 14.1 10
applicabilityofSNAfc,|.SS-34,1.37,20.13G.135 medicalservices,3.56
computertechnologluecdfc, 1.34 migrants
maintcnance and repairs, 6.159-162 w. non-residents in the domestic economy, distinguishe4
characteristics of,l}.47 l4.l2}
classificetionot 14.99 pcrsonalcffocts of,t4.92
'do-it-yourselP typo,,6.2627,9.59,9.61 military equipment 6.161-172,10.65-68
vs. mallr impovcrnc,nts, 10.,16.49 putchascd by security and police forccs, 10.68
whcn beatod as intenncdiatc consumpior, 1,54 mincral dcpoeits, cost of owacrship transfer on sale of, 10.61
See also lmriJor improvenurb to cxisüng assets mincral cxplcation, 6. 166
major imprcvcrncnts, 9.60 cets of, 10.9G91
to oxisting asscts ,6.162,10.45-50 mining indusEy, key scctor accounts fot, 19.54
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niningshrcnrcs, 10.53 lsosof, l.2g-3O,1.M2
'misccllarcoug'tenrshghningwith. Sce nentwdoftcrm naticral diepoeablo incornc,2.l83-l8/.,2.ZW
mixcdirrcomc,2.ll5,4.L42-143,7.81,7.85-87 gcscnct,dcfino4 8.16, g.lg
dcfina47.t,7.E0 nationaloconomice, 1.2
as balancing itcm in gcncratio of incomc accoun! 7.8 aggregato datistice (ikc GDP) ae indicators of activity,
ccnplcrncntary classmcetions of,19.?A l.6g-92,2.1ff), 2.128-l8O
ofcrnploycrs,4.lS3 conrparafivepedormanccof, f6"6, 16.Zg
ofonrn-rccqnrt wotlu:,4.153 bin9ry oompefis61t3, 16.80.86
rcrnmcrrtionolcrncnf 7.85-E? multilatcrelcomperisoNts, 16.g2-l(X
rclurn qr fixcdasscts clcrnenf 7.85-87 purchasing powcr,2.Zt
ghoyminuschblc, 15.76, 15.95 SNAuscdtodoscribc, 1.37-3g
Sca c&o operating anphu as gcncrel oquilibdum sptcrns with continuous focdback, 1.4
möilc cquipmcnl rcsidcncc of owncr 01,14.25-27 groups of (o.g., rcgional), macrocconomic analysis of, l.3Z
nonctary assctefiabilitics koy ecctors and activitiee of, accounts for, 19.49{1
indexatiorof, l9.tl-82 monitoringbohavionof,withSNA, 1.32
realholding gains/tmcs i\12.@,12.79-W net crcditorfuet dcbtorstatus of, 14.160
rnmotary authcities, 4.8687 rcsidcnt rmits in ,1.28,2.22
ccnbat govcrnnrcnt in role of, 4.121 Scc also national accormts
gold assots of, 11.6165 national oxpenditwe (satellite accormting)
mootary data. Sac eoqrornic data components of, 2l.Sg-77,t^blc2l.l
monctary gold, 10.5, 11.64{6, 14.93 by financing units, tablo 21.4
dofind, 11.64 gross and nel 2.1 87
as assct, 11.16, 11.59 by usens/boneficiaries, table 21.3
creationanddisappearanceof, 11.21, 11.65 nationalincome
incxtcrnalaccounl 14.134 dcfined,7.16
valuationof, 14.52 Seealsobalanceof primary incomes
bansactiorc in ,ll.&-f6,, 14.156 national private non-financial corporations sub-sector, 4.25
valuationof, 11'66, 13.65, 14.52 nationalprivatcsector,accountsfo(rearrangementof SNA
mqrctsrygoldandSDRs,hansactions, 11.6368, 14.156 accounts), 19.434
rnonetary bansactions. Sce bansactions, monctaty national private sub.scctors, L9.4346
monctization/dcmonetization of gold, 11.65, 12.61 dcposit rnoney corporations, defined,4.85
money' 11.5657 depository corporations, other, exce,pt depositmoney
cortol of, by ental bonh 4.8G87 corporations, defined,4.g5
nanow and broad concepts of, 4.89-90, 4.93-94, I 1.5G57 financial auxiliaries, defined, 4.85
nationral statistical rcporting of, I 1.57 financial intermediades, other, except insurance corpoations
Monq and fu*ing Snüvliw GMF),4.121 and pension funds, defined,4.g5
money lc'nders, valuation ofoutput,6.133-134 insurance corporations and pension fimds, defined,4.85
moropolies, import 7.67 national wealth, 13.2
mortgage banks, 4.9{ nations (counhies)
mortgages' 11.75 geographic territory of, vs. economictutitty,2.72,6.23g,
multinatioral corporations ,4.33, 14.153 l7 .22-29
forcigr subsidiaries and bmnches of, 19.92 re'gions of, accounts for, 19.88-96
multiplc exchalrge rates. ,See official multiple cxchange rates See also national economies
natural assets, 1.26, l0.l0-12
'national," uec of term (as in GNI), 7.17 changes in
nationalaccounts howrecorded, l.2Z
aggregatedft,ornbusinessaccorurtsofinstitutionalunits SNAtreaünent of,2l.l62
(micro-macro linh), 1.6467 classification of, Zl.l5l-l52,table2l.7
balancing statemcnts w mahix presentation of,2.l7 depletion of, 12.29-30
basicequation(orbolance)of, 15.119 rclationtoassetboundary 10.10-12, 13.18
conrmodityflowmcthodof, 1.16,2.223,15.22 stocksof,valuationof,2l.lg0-lgl
cotrsistcncy requirement of,2.1,2.5,2.A usc of,2l.l56-167
integrated economic accounts of,2.189,2.2vl,-20g see aLso natural rcsourccs
qua&uple<trtry bookkeeping usod in, 1.58,2.60{2 nahral assets, other, valuation of, 13.61
System of National Accounts 19Sl
natnraldisastem,8.l5,8.Y2,l2.7 netwuth, 13.82-83
cornpensationfc, E.9E dofino4 10.1
effecton asbolancing item,2.147,3.68, 13.2, 13.82, 13.q)-91
assots and liabilities, 1.9, 2.26,2.1&,3.@ in cxtcrnal accormts ,14.157
welfarevs.effec'tqrGDB 1.69,1.77-79 calculationof, 13.E2-83
rccoding of, 6 .L87,12.35-37 changes in. .Sac hangcs in assets, liabilities and net worth
nahualgrcwth dcrivableft,ornbalancesheets, lo.l8
of cultivatcd assots,6.94, lO.E4-86 maintcnanccof, 8.15
outside proürctior bomdary,6.15 saving an4 2.15G151
natural growth of non-cultivatcdbiological resources,12.26127 end sharehol&ra'oquity, distinguish€d, 13.74, 13.83
natural processcs, whcn cormted as poductior, 1.23-24 Eansactiors afrccting, 2. l5l
natnral resourcos (nhowned) ffin9,2.35,2.U,3.1l7 -12O, I 1.50-52
accormtingfon, L9.57,21.13O whe,nallowed,3.llS-f20
depletion and dcgradation of,2l.l3?.lil,2L.l4l-142, neuhal holding gain$osscs, 2 .14-145,3.63,12.74:76
2L.154,21.157-16i1,21.182-186 dcfino4 12.64
SNAprovieione fc,21.15E,tablc2l.8 incxtcmalaccounts, 14.145
relation to asset boundary,21.126,21.15F154 measurment of,12.75:16,12.89-91
tansfefied to economic rw,,2.26,3.59,12.17-19,21,143, numerical example, annex to chapter 12
21.154,21.173-175 neuEal holding gain{loases account, table 2.1 (account III.3.2.I)
valuation of, 21.179-186 next-in-fimt-out (NIFO), 6.70
See abo natural asscts nominal holding gains[osses,2.l42-L45,3.6243,L2.63,
negative expenditur€s,9.3l 12.68:73
'net" define4 12.69
use of wond" in SNA, 3.119 ftom cxchange rate change, 14.144
See cLso recoding, gross w. nct in external accounts ,14.144
net accumulation (SEEAconceS),21.16-147 measurerncnt of, 12.83-88
net capital accumulatior (SEEA concept) ,2L.173-175 in monctary asset{liabilities, 12.69
notcapitalstock,6.199-200 numcricalcxample, annextochapter 12
net dornestic final cxpcnditrr,cs vs. othcr changes in assets, 12.70-71
calculation of, at consilant piccs, 16.159 realizcd and rrct realizcd, 12.72:73
Eicc itdcx for, 16.159, 16.160 time of recording of, 3. lO8
net dotncstic poduct (NDP), 2.175, 2 .177 ,2.2W nondeductiblo value added type taxes. See valrc added type
netcquity of horschohe in lifc in$mncc resewcs and in pensior taxcs
frnds,7.123-124.,11.W-96,13.7677 non-financial asscts
lanoactiurs, 11.89-96 defined, 10.6
net cquity of housclrolde in lifc irrurmce rcsewes hansactions, acquisitiors less dispcals of, 10.20
ll9&l92 changcsin, 10.24-28
netcquityofhortseholde inpcnsionfundstnnsactions, ll.93-96 categciesof, 10.25
nct equity of horscholde in rmfundod pension schemes, tccotding of, 1.9,2.137,10.24
mernoran&m itan fc, 13.E8 holding gains/osses in, 12.101-106
nct fi:rcd capitrl formatioq 10.27 non-ploducod. See non-produced assets
dofind, 12.1m other volumo changes in (due to unexpected events), t2.4148
net inconrc ft,orr abroad, 7.f 7 owned by non-residents, teatcd as financial claims, 2.168,
netlendingfnctbonowing,2.l%,2.138 14.93, 14.133
ae balarc'mg itan in capital accormt , 10.22, ll .4 Fodnc€d. Sac poduccd asscts
deftid, 10.30 recotding of, 10.20
incxtcnral accountE,l4.l28,l4.l29 bansactidu in, tinrc of recording of,3.97
relatiqrtroffnencialapoqrnt, 10.3&31, 11.1 whdrf,catcdasfinarrcialasects, 11.30
to rect of tho world" ll.E writtc,ndown, remaining in p,rcductive usc, 12.48
nct national dispcablc income (NNDI),2.184 non-financial corporatiors,l.lg,2.20
nct national hcotno (NNI),2.1t2, 2.200, 7.16, 8.16, E.l8 deffupd, 4.7,4.8
nctnon-lifc innnancoFaniurns,8.9 non-ffnancial oorporations cctor,4.7,4.68-76
dqfinc4E.E6 dcfino44.68
nctrcnt, dcfino4 7.1i[ sub-'ecctors of
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definc44.7G76 households
based qr cconornic activity (industry), 19.49 non-profit institutions son ing houscholds (NPIS[Is), l.!3,2.2O,
nonJifeinsurancc 6.49
individual,8.8s dofined,4.l0,4.g,4.l6f|
not prcmiums, as üansactions without countcrpart, 3.20 cherities, 4.67
non-lifc insurancocleime, S.9 conmrmal consErrction,4.66
&find,8.87 connrmpion expenditutcof, g.T5-90
always beetcd as cunrnt hursfcrs, 8.88 cxamples of, 4.162
to third partics, E.E9 final oonsumption expenditures of, 2.t25-129,9.1a,9.93
time of rocoding of, E,E? on oonsumc,r goods and seryices, 9.79
not-market outpnrl2.49 on sc6riccs to houschol&,3.47
povidedtocnterpiecs,9.8E-89 eho*rinuseteblo, l5.gl, 15.g2
valuation of' by production cost, 16.133-14l as financing rurits (satellite accouting) ,2l.g7,Zl.g0
non-madrct output other,6.49-51 prodrrction of,6.89
dofino4 6.49 non-madret, 16.133-14l
moaeurcment of' 6.51 purpoecs of, and classificetion of hansactions, 18.12
valuation of, 6.9o192,6.219 scrvices all individual, 8.23
by production cod,6.5l,15.6 non-prcfit institutions serving households (NpISIIs) sector,
non-markctproducos, 4.@41 4.10,4.161-162
imputed expendituree, 9.78 enterprise NpISH sub-sector in planncd oconomies, 19.35
output of, valuation of,6.92 non-rcsidents, 14.3-S,l4.2O,l4.LlO
receipüs from incidental salcs, 9.77-78 enterprises conholled bn 11.30
in satellite accormts,2|.83 oxpendihues of,9.71
non-marketproducc,ts,other,2.46 saleof landto, 10.@, lo.l23
defind, 6.52 non-rcsidents in the domestic economy, personal expenditures
non-poducedassets, l0.8-12,10.2E by, l4.ll9-120
defined, 10.6 notLe issuance facilities (NIFS), 11.25
classificationof, 13.t7-19 notionalresidentunit, 10.41
degradatiottof,drrctoeconomicactivity, 12.33 numerairc,choiaaof,l6.2,l6.149-150
economic appcarancc of , 12.14-22
economic disappcarance of ,12.28-34 obeole,scence
cxamplesof, 10.8 rccordingof,6.lgT
quality changc m,12.2O,12.32 unforcseen, l}.4l,l2.4j
valuation of, 13.5363 occupation, household sub-sectoring on basis of, in SAI\ds, 20.21
non-pofit institutions (NPIs),4.48,4.5447 official multiple exchange rat6,7.67,7.68,7.74,7.76,14.80-84,
define4 4.54 annex Ato chapter 19
characteristics, 4.56 as implicit subsidies, 14.g0, 19.66
conhol of, 4.70 as implicit taxes ,l4.go, 19.6
donations to, 10.141 heahnent of, annex Ato chapter 19
government-conholledandfinanced,4.6243,4.74-75, .offshore"units
4.1V1,4.L23,4.162 goodsconsumedin, 14.91
institutional sectors in which classifred,4.7-10,4.14,4.161 heated as residents, 14.24
market producers,4.7,4.58-59,4.161 oil and natural gas
of financial seirdces, 4.8 depletion, 21.132
ofgoods and non-financial sen ices,4.75 koy sector accounts for, 19.51, 19.54
non-financial,4.68 opening balance sh@t,2.L47-149, table 2.1 (account IV.l), table
non-market poducers,4.162 l3.l
categodes of, 4,61{2 operating expenses. See intermediate consumption
examples,4.60{7 operating leasing,7.92
government€ntrolled and financed,4.9 defined,6.ll5
objectives, functions, and behaviour of, 4. l S characteristics of, 6. l l 6, 6. l l 8- l l 9
residencc of, 14.29 operating surplus, 2.1 15, 7.g0-g6
serving businesses,4.59 defined,7.8,7.80
serving households. Sca non-profit institutions serving as balancing item in generation ofincome account,7.8
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calculation of, 1.63,7.82-83 valuation of,6.219,9.52
changes in, measurcment of, in tems of a prico index, wages not imputed for workers,7.24
16.l&147 outworkers
of corporatiorl belorgg to shareholders, 4.25 define4 7.26
of non-market producers,7.9 catcgorizcd es cnrploycd c sclf<mployd,7.24-25,7.27-30
rpsource in allocation of pdmary incomc accorml 7, I 3 own-aocrormt oonstructior\ 5 .12, 10.77 :19
shown in use tablc,l5.76,l5.95 classification, 10.77
of, in SAIvIs,20.78 valuation of, 10.7E
ofunincorporated eirtcrprises ovmed by houscholds. See own-accormt ptoduccrs, 7.24
mixedincome dcfino46.52
oprportuitycost, 1.60 inhouseholds,4.l4S-l50
options, 11.38-40 Sccalsooutputforownfinalusc
pemium payments on" 11.40 own-account wotkc,!s,7,25
fradodvs. OTC, 11.39 dcfind,4.153
valuation of, 13.70 owncr+cupied dwe11ings,4.149,9.45,9.52,9.58{0, 10.70
'otluti ' asets and transctions bcgin ting with. Sec ne* word dofinod as inside poduction boundary, | .22, 6.18
ofterm scrviccsof,6.29
other changes in assots accounts,1.9,2.14616, table 2.1 valuation of, 6.89
(accounts ltr.3), 12.1-l 15 owncrship transfer
netting applicd to, 3.119 cost of, 10.5561. See also costs of ownership hansfer on
in SAI\,Is, 20.108 non-p,oduced non-financial assets
otherchanges in volumo of assets,3.58-61 in extemal accormt, time of recotding of, 14.55{9
See also changes in assets, liabilities, and nct wodtr, caused time of recording of, 3.97, 3.lOGl0l, 11.48
by other than tansactions
otherchangesinvolumeofassctsaccormt, l.9 2.l41,table2.l Paaschcindices, 16.16-30, 16.60, 16.81
(accountltr.3.l),3.11,12.2,12.442,tab1e12.1,13.3 chain,16.4249,16.6l
categoriesin, 12.10 relativeadvantägesof, 16.2G30, 16.85-86
layoutof, 12.4 papermoney
link with capital accormt, 12.12 circulatod, 14.93
purposeof, 12.5-9 rmcirculatod, 14.92
other non-markot output. Sce non-market output, other pamllel market mtes, 14.83-84
other non-market poduccrs. .Sec non-markct pr,oducers, other patent corpcatiors, 4.36
output,6.3 defined,4.33
define4 6.3E pate,ntedentitics, 10.8, lo.l30
characteristics of, 6.6 cxhaustion ofpr,otection, 12.34
classifications of,19.22 paymcnts, in kind, 3.39
consolidation not allowed, 3.122 payments of compensation, 8.98
formsofdisposal of,6.4142 exgratia,8.98, lo.l41
rccoding of payroll taxes,7.70
inpoductionaccounl2.lOE-ll0 pensionfunds,4.n-98
in supply and use table,2.2l4-215, 15.60 autonomous, 8.63
time ofrccording of,3.102,6.39-40 definod be,nefit, counterpart ofolher accounts
typesof(goodsandscnices),6.6-13 payable/receivable, 12.53
valnationof,2.72,2.1@,3.82,6.43,6.218-2l9 of intemational otganizations,rcsifurcnof,l4.32
at basic or poducers'priccs, 15.32-33,15.37 net worth of, 13.77 ,13.83
See a&o markot outprt; dlrcr non-mar*ct output output for non-autononous, 8.63
ownfinaluse private
outputforowafinalusc, l 2l-22,1.73:15,2.6,2.49,3.4549, conhibutions,9.l4
4.146f 50, 6.84-89 pomiums and bencfits of, teatod es nansfers, 8.30
dofino4 6.,16 resewcs of, 9.14
inhoucholds,4.l48-150 propcrty incomo, payable to policyholders,7.I27
mcasurement of, 6.48,6.E5,9.29-3q 15.67 ,Sec lso autonomous pcnsion funds
insupplyhblo, 15.60 pensionschcmcs
timc of rocording,6.&4 comparcd to social security schcmes,4.lll
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unfuidcq 13.EE informationabout, 16.112
pcneions,hcatmcntof,annexlV notadditivg 16.9
pcrpctual bods, 11.74 and quantitics (outpu$, intenelations of , 16.6142
perpctud invcntory ncthod (PM), 6.58{3, 6.66, l5.10l, 19.73 gcasonal fluctuations in, 6.108
for calculeting corermpion of fixod capital, 6. 1 84, 6. I t8-203 typcs of , 6.20/,-2t7 , 15 .ZE-29
pcreonal scrvicco. Scc donrosic and pcrsonal sorvicce valuation by meane of, 1.12, 1.72,2.68:77
Pcßq|s .5ec also basic prices; constant prices; curre,nt prices;
as instihilional uits,4.3-5 proörco,rs'priccs; purchaecrs'priccs
residcncc of,4.16, 14.15-21 primary distribution of income account,2,ll3-Ll7,t^ble
'intcraatiqral" (pcr:ons with sovcrel intcrirstional 2.l(account U.l), 7.1-133
rcsidences), 14.21 purpoco,7.2
who are abscnt ft,onr lheir cormtry for over one year, 14.17 -21 sub.accormts of, 7. I
who leavc their county for slroft pcriods, 14.16 primary incomes
plarmcdeconomies drlfrlrd'7.2
c,ntcrp,rises in in cxtemal account
as*rcialagcnts, 19.31-35 timoofrcotding of,t4.7l-72
ütatcd as two units (including a MISH), 19.34-35 valuatiom of, 14.45
haneition to market oconorny, 19.32-35 rcceivable, in allocation of primary income accorml7.l2
pollution in satellite accounts ,21.19-21
as extenrality, not hansaction, 3.51-53,6.33 summed as GNI,2.l8l
pormiücd by governrncnt, 3.52 pdncipal activities, 15.1619
zubeidies for rcduc,tion of, 7.79 defined, 5.7
pollutiontaxes,3.53,7.70 ancillary activitie,s consolidated with, 15.18
population, 17.1-32, figrrrc 17.1 in satellite accounts ,2L.9-13
definc4 17.4,17.24 secondaryactivitiesconsolidat€dwith, 15.145
of cconomic w. geographic territory, 17.24 private funded social benefits, dcfined, 8.79
and employed pomons, distinguislred, 17.26 private sector, 19.4346. See also national private sector
population tab1es,2.88,2.236238 pocessing services, 14.70
potdolioinvesünent,classificationasto, 14.150, l4.l5l classificationof, 14.99
poverty,20.l26 goods sent abroad for, 14.61-64
prcferrcd stocks, 11.75, 1 1.86 pnoduced assets
prcrniumsup'plements,7.l25 defined, 10.6
p,repaymentofpremiumsandreservesagainstoutstanding classificationof, 10.7, 13.14-16
claims,7.l23 -124,fl.n-99 econornic appearan eof,12.23-25
hansactions, 11.97-99 valuationot 13..37-52
iricedeflation,16.18 producers
pice-indexed securities, 11.78 characteristic (satellite accounting)
priceindices, 1.17-lE accountsfor,2l.l0cl0g
to calculate ncuhal holding gains, 12.7 5:7 6, 12.89 classification of, market, own-account and other nonaarket
intemational, 16.78-104 6.52
intertempotal, 16.14-30 expendituresclassifiedbyCOpp, 18.3
pdcemeasnres, 16.1-16l residenceof,effectonGDP, 14.7,17.25-26
derived ftorn input-output tables, 15.172 satellite analysis of,21.98-lo9
priccrelative, 16.15 types, ctoss-classified by industry,s.4l
Pdces .Seealroenterprises
changes in. Scc clso holding gains producers'durables, borderline with fixed assets, 10.63-68
effectonvalueofassetsandliabilities, 1.9,2.142-146 producers'prices,6.2C/,-217,6.221
differcnces in,9.67 defined,6.205 -26,L5.28-29
pricerclativcstobeus€d, 16.116 valuationintermsof,2.72,2.73,3.82
quality diffcrcnces and, 16.105-117 producing tmits,2.43-48
otherfactors in, 16.lll-115 homogeneous (idealized units of analysis),2.44,2.48,5.2
econornically sigrificant,4.60,6.45,6.50,6.205,9.77:78 p,oduct-by-product ables. See input+utput table,s,
defind,4.24 product-by-product
gcmcral level of, and neuhal holding gains, 12.74-76 product flows, valuation of,15.32-39
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ptoduct groups (Crc), 15.23-24
product technology (commodity technology) model, l5.l4y'.-147
production, | .2V24, 2.4349, 6. l-123
defined,6.6, 6.14
boundary of, 6. 14-36, 21.18
included and non-includd activities, l.2O-24, 1.1 5,
2.119,2.247
costs of. See consumption of fixed capital; intermediate
consumption l
i[egal or conoealed, 6.30-33 , t7.9
äää,ilT:ff-ilä,"ry
when heated as export,14.23-24
own-account . See own-account p,rcducers
for own final llse. See output for own frnal use
by resident unit outside its economic territory, heatcd as
non-resident, 14.23-24
in satelliüe accounts, 2 1.8- I 8
üechnology assumptions about, 5.2, 5.23, l5.lß-149
See also goods and services; output
production account, 1 .6, 2. 1 08- l 10, 2.212, table 2. 1 (account I),
6.1-239, table 6.1
defined,6.3
balancing item in,6.4
entries inr 6.3
for indnstries, 2.212, t^ble 2.9
poduction boundary, | .20-24, | .7 5, 6.1 4-36, 6.19 -22, 2l .18
defined,6.18
relation to household services, 4.149
SNA restrictions on, vs. @onomic production, 6. I 6
productive activities
joint@ucts, 15.19
principal, secondary and ancillary, 5.7 -16, 15. I 3- 19
productivity
assumed growth in, indirect measurcment of inputs by,
16.141
international comparisons, 1 6.7E
prcductrs. See goods and senrices
prcfits
business accounthg, 7 .l0r7. I I
See also enhepreneurial income; operating surplus
property income,T .87 -133
&fined r7.217.88
classification of, 7. 89
in external accounts, 14.122-123
of government, classification of, 18. I I
not immediaüely available in cash, E.l4
and ope,rating lease rcntal, conhasted,7.9o.l92
*rao:äffir;;O*, in allocation of p,rimary income
propety income attributed to insurance polieyholders,
7.123-127,9.69, .70
&finc4 7.124
property taxes, E.53
public conhol, dcfined, 4.30
public corporations, 4.lW
as direct invesünent enterpriscs, 14.152
subsidies to, 7.78
"public goodsr" 9.43, 9.92
public non-financial corporations sub-sector, defin ed, 4.72
public sector, accounts for (rearrangement of SNA accounts),'
19.3742, table 19.3
public sub-sectors, 19.37 42
d"p*it money corporations, defined, 4. 85
dcpository corporations, other, except deposit money
coryorations, defined, 4.94
financial auxiliaries, defined, 4. 85
financial inüermediaries, other, except insurance corporations
and pcnsion frmds, defined, 4.85
insurance corporations and pension funds, defined, 4.85
purchased goodwill, 10. 130
defined,12.22
write-off of ,12.34
pnrchasers' prices, 6.2M-217, 6.221
defined, 6.215, 15.28-29
components of, 15.26-27
relation to producers'and basic prices, 6.216-217
valuation in terms of, 3.83
purchasing power
national economies compared as to, 2.78
valuation in ternrs of ,2.77,2.185
purchasing power parities (PPP), 16.82-84
inüernational comparisons, 16.7 8
prüposes. See transactions, purposes of
quadnrple-entry bookkeeping, 1.58, 2.60-62
eonsistency requirements, 3.3
quality differences
changes over time, devising a price rclative for, 16. I 18- 129
location, time, and other factors in, 16.107-109
measuring
by the hedonic hypothpsis, 16.126-129
by production cost, 16. 124-125
and price differenses, 16.105-l 17
quantity
"nTffHiln""*ity indices, 1 6.I3
measured by volume indices, 16.11-12
quantity indices, 16.12-13
quantity relative, 16. 15
quantity units, l6.E
quasi-corporations, 4.49 -5,3
defind,4.49
accounts of, 4.5l-52r7 .116
contnol ofr4.1o
equity of
valuation of, I 3.73-7 4, 1 3.83
withdrawals frcm, 11.87
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government-conholled, 4.7 3 14. I 07- I OB
subsidies to, 7.118
income of, withdrawals fiom, 7.115-ll7
r'ron-financid, 4.68
owned by governrnent, 4.50
owned by housetrolds,4.50, 4.53
owned by non-residcnts, 4.50
E€etcd as tcsident, 11.30
public. ,See public mrporations
residence of, 4. t6,14.22
quasi-NPlSk, 19.34-35
real assets. See tangible non-produced assets
real grcss donrestic inome, calculation of, 16.157
real gross dornestic podrcI calculation of, effect of imports,
16. 15 1-156
real gtoas national dispcable income, calculation of, 16.157
real grcss national income, calculation of, 16.157
real hoHing gainsfiosses, 2.145, 3.63, 12.77 -81, I 9. 82
defined,l2.g
in external accountrs, 14.145
measurcment of , 12.7'1, 12.92
in monetary assetsfiiabilities, 12.7 9 -80
numerical example, annex to chapüer 12
reel holding gain$oese account, table 2.1 (aecoturt 1U..3.2.2),
table 12.2
rcel incomes
aggregates of, calculation of, 16.157-16l
measunes of, 16. 148-16l
real net national disposable income, calculation of, 16.157,
16.159, 16.161
real net wealth, redisEibution of, from holding gains, 12.80
rebasing, in high inflation, 16.31-59, table 16.1, lg.7g
recipients of other hansfers, defined,4.154
recipients of pensions, defined, 4.154
recipients of property and hansfer furcorrrc, defined ,4.153
recipients of property irrcome, 4.153
,,defined,r 4.154
r€cipients of nansfer income,4.153, 4.154
rdishibution
of income, 2.118-124, 3.22
of wealth,3.22
redishibution of income accounts, table 2.1 (account II), table
8.1, table 8.2
redistribution of income in kind account ,2.122-l24,table 2.1
(account II.3), 8.7 ,8.19-23, 8.41 4z,table 8.2
rcfercnce person of a household, 4.155-156, 19.9, 20.71
refinanchg,4.80, 4.%
regional accounting (of regions of countries), 19.88-96,20.128
partial, for production activities, 19.95-96
regioral cenhal banks, 14.34
regions (hading blocks, etc). See economic communities
rcgulatory bodies, financial, sector to which assigned, 4.101
reimbursements
rccording of, 8.102
by social security funds
rccording ofr9.23
rcinsur:arrco, international, 14. I 13
reinvestod caqinge on dircct foreigr investrrenl 7.119-1A2,
11.88, 13.74,14.139
dcfino{ 7.122
rcmittances, 8. 17, 8.95
in external account, tirne of recording ofrl4.72
to nqr-residcnt ownels of enterprises
imputcd ,7 .l2O-122,1 1.8t
rcmtme,tation. .See compensation of enrployees
tcmuncration in ldnd
w. intsrmodiate consumpion, 9.5 1
valuation ofr 9.28
rcnt, 7.128-133
defined,7.l28
accrual basis of recording, 7.128
on land, defined,7.!28
payable/receivable, 7 .13
valuation of, 13.81
vs. rcntalsr 7.87
rentals, 6. I I 1- 183
of assets, effect on value added, 6.178
of financial leases, rccording of, 3.28
vs. rcnt r7 .8'l
t€pairs. See maintenance and repairs
rcplacement cost, l,60-63, 3.7 3
trepos. See repurchase agreements
rcpossessions by creditors, 12.40
repnrehase agr€ements, 11.32, ll.72r l 1,83
reroutin g. See transactions, rerouting of
research and development, 5.12,6. 163-165, I 8.4
treated as intermediate consumption, 1.51
valuation of,6.t42
research and development accounthg, soverege of national
expenditure in a satellite account, 21.61-81
resenre assets, I 1.61, ll.6'l
resetve assets (IMF definition), 14.155
residence, 1.28, 14.7 -34
defined ,4.\p,14.8
and natiopalitn distinguished, 14.8
perid ofl(over one yar), 4.l5
and population and employmerrt figures, 17.22-29
resident units, 1.14, 1.28, 2.22-23
and non-residents, transactions between, 1 4. 3-5
notional, 10.60, 10.69, 10.123,11.30, 12.113, 14. 14,14.127
rest of the @onomy,19.39
rest of the world account (external transactions accornrt) 12.83,
2.163-168, tabl e 2.3, 14. I - 161, table 14. 1
accounting rules, 14.35-84
layout of , 2.197, 2.2M, 2.205, 14.85- 16 1
point of view of ,14.4
relation to balance of payment accounts and the international
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invesünent position, annex II
suMivided by counhies and economic rcgions,lg.il
See also specific "external' accounts
rest of the world sector, 1.1412.164',4.163-165
defined,4.162-163
as financing unit (satellite accounting), 21.87
firnction of, 14.3
geographically subdivided, in SAlvIs, 2O.15, 2O.7 5
in satellite accounts, 21.83
bansactions with resident units, 2.22-23, I1.8, l4.l-2
retained earnings
of corporationsr g.4
in external accounts , 14.1231 14.139
as imputed reinveshent,T .l20-l22
retirement benefits, 8.56, 8.78, 8.80
revaly*ion accorurt, 1.9, 2.142-146, table 2.1 (account m.3.2),
3.11, 12.2rt2.63-115, table 12.21 13.3, 19.80
layout of,12.63
Revenue Statistics of OECD Memfur Countrtes (OECD),
7.56-59,9.46-49
"royalties"
on artistic originals, patents, etc., as payment for service,
6.146,7.92
on subsoil assets, as rent rT .87 r7.1331 10.129
sales
counüerparts in financial account, I1.l0
relation to output, 6.43
time of recording of, 3.89, 6.54
valuation of, 6.54
wholesale and retail
to non-residents, 14.6()
recording of, 3.30
See also output
sales taxes. Sae general sales taxes
satellite accounts, 2.245 -249, 5. 1 6, 20.29 -33, 2O.lü, 2 I . I - I 86
defining the field and rclated flows and stocks of, 21.59-l2l
design of, based on analysis of use, 21.53-58
frrnctionally oriented qrye of , 21.45, 21.48, 21.49-l2l
eoverage of national expenditure for various fields, table
21.2
goods and services for, characteristic and connected,
2t.61-62,21.99-109
as linkbetween SNAand specific fields of inquiry, 21.5,
2l.ll4-l2l
overlapphg, effect on additivity, 21.52
purpose of, 1.41 ,21.4548
satellite analysis, 21.1 - I 86
as alternative and complementary app,roach to the SNA
cenhal frarnewclg 21.4, 2LM
uses ofr2l.46
saving, 1.10,9.17-20
define4 9.17
as balancing iüem in use of income accounts, 1.8, 2.10f,
2.130, 2.133, 9.2, 9.6, 9.17, 9.19
grcss and netr 9.3
net
as balancing item, 11.4
and chnnge in net worth, 2.150-l5l
as resourse in capital account,10.23
savings and loan association, ll.'12
savings banlcs, 4.94
savings deposits, 11.72
SDRS. See special &awing rights
seasonal worlcers, 8.95, 14.16, l4.ll7
second-hand assets. See existing assetrs
secondary activities, 5. 14- I 5, 1 5. 16, I 5. t37, 15. 145
defined,5.8
and establishments, 5.22
in satellite accorurts, 21.9-13
secondary dishibution of income account,2.ll8-121, table 2.1
(account ll.2),8.1-106, table 8.1
secondary instnrments, 11.34
s@tors. See institutional sectors
securities, 10.4, 11.7 4-82
as assets, 11.16
direct sale of (not by brokers),4.102
exchange-rate-indexed, I 1.78
golddenominated, ll.&
issued, 14.93
nnderwriting of, I1.46
unissued,14.92
securities, long-term
valuation of, 13.6869
at redemption cost, 13.69
securities, short-trerm, valuation of , 13.67
secuities brokers, 4.96
securities other than shares, 11.74-82
derivatives and nonderivatives, classified as to, 1 1.82
examples of, I1,74-75
transactions, ll .7 4-82
securities other than shares, long-term, I l.8l
transactions, 11.81
securities other than shares, short-term , lt.7 4, I 1 .80
hansactions, 11.80
"securities other than shares" (IMF), 14.150
securitization, 11.75
seiztnes, 12.3840, 14. 14 I
self-employed persons
defined rT.2317.24
employetsr7.2S
labour income of, 17 .2O, 20.77, 2O.lO2
outworkers rT.2S
own-account workers, 7 .25
social conhibutions of, 8.70
self-employment jobs, 17.8, 17.9
sensitivity analysis, 15. 178
seryice lives, 6.189-192
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ofbnildingsaldsüuctrcs, 10.72 dcfine{ 8.Sl
ncvcrfurfinitc, 10.72 cxcludcdcontingencies, g.g3
s€rviccq 6.8-13 whcnpeyablc,8.82
dofuo4 6.8 social assirtance bcnefits in kin4 9.22
characteristicsof,6.lGll d!ftrc4 S.f04
collcctivc. Scecollcctivcecrr"ioce socidboncfitl E.17, E.Z5-93
imports/cxputc of, timc of rcooding of, 14.7o cleseifications of, 8.2, 8.66, 8.75
forindividual coarmptioq 9.42 cortingeocics covercd, g.T
to individuals, groupc, and collcctivg 6.ll-12 w. intcrnrcdiato consumpion, 8.62
intcnDtimel trmsactions in, 14.89-90, r4.94-ll5 w. trangfcm in kin4 s.62
for own consumption, l.2l-22,1.75, 6.t7-89 rmfirndcd, ve. wagce and ealarics, g.26
labonr inprn of, 4.150 socid bcncfitc ntjtld.,2.122-124,2.18),3.42,E.X2
poauAio bonduy ae appliod to, l.2l-t2,1.75,6.18 &firrrdrg.22
satcllitcanalysis of,21.52 rccordfuE of,9.79
timc of roco'rding of, 3.98 social boncfie othcr than sociel hansfcns in kind, g.Z7-g3
txcvs. acqdsition of,9.37 dcfino4g.77
slrarcs,7.ll2, 10.5, ll.8G88 socialconccrns,satelliteandysis of,21.52
dcfind, 11.86 social conhibutions, g.g, g. 17, g.ZO, 9. 15
asassot,11.59 defined,8.7
incrcdituions,dc.,1t.72 classification of, g.66
in external accormt, valuation of, 14.49-50 payable/rcceivablc, valuation of, 13.81
asfinancialclaims, ll.17 recordingof,2.l2},g.25
valuation of, 13.73-74 social conhibutions and bdrefits
atmarkctprices, 13.83 defined, S.z
ofrurquotcd sharcs, 13.73 in cxternbl accounts, 14.124
sharcs and othcr equity, 11.8G88 social contributions by self-employed and nor-cmploycd pcßons
hansactions, 11.8688 defined, g.70
shipe compulsory orvoluntary, defined, 8.70
construction of, 10.102 se6ricc charge componeirt of, 8.20
operating in intemational waters, 14.91 social indicators, shown in satellite accorrnts ,zl.llL
rcside,nce of owncr of, t4,25-26 social insurance, trcatment of, annex IV
'slrcd-term,'dcfind, 11.58 social insurance benefits, E.2, g.75,9.15
sight deposits. $ee hansferablo deposits eligibility fc, g.58
singlc+tablishment c'lrterprises, 5.25 social insurancc benefits in kind, 8.7
site clearance, 10.53 social insurance contdbutions, as hansactions without
costs, 10.76 oounterpart,3,20
snruggling, 14.92 social insurance schemes, g.55-65,9.15
social accormting maeices (SAIr[s),1.42,2.244,!9.5,20.1-135 defined, g.55
defino4 20.4 beneficiaries, S.5g
accounts consolidatcd qsubdivided,20.l04-l(b characteristics of,4.lll
alternative layouts,20.l03-120 collective, g.59-60
classifications usd in,20.6c81 contingencies covercd, g.56-52
non-monotary data n,2O.29-33,2O.1@ for government employees, g.63
presenlation,20.38-102, table 20.4,tablc20.5 individual, g.60
purposes of, 20.2G37,20,6l,2o.l2l-129,2o.13o-135 vs. individual insurance, g.6l
as reference table, 20.40 cganization of, g.5g-65
satellitotabl€s (extensions) in,?ß.29-33,2O.1O7 privaüefunded,9.63, g.65
timeliness and updating of, 20,123 types of, 8.7, 9.63
uifornity of,forinternatioral comparisons,2D.t}l rurfunded, g.63
variations in, 20,4 see also social security schernes
social assistance benefits, 8.7,8.75 social protection accounting, 2.24g
defined, g.gl coverage ofnational expenditue in a satellite account,
as hansactions without counterport 3.19-20 21.61-8l
social assistance b€nefits in cssh social security bänefits, reimbutsements, 8.22
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defind, 8.101 shown in sstcllite tables, 20.29
social security beNrefits in cash, dcfined, 8.78 time of recondingof ,2.6346
social security bcnofits in kin4 d1t6,8.22 consistency requiroments, 3.3
defind, 8.103 at time of inventory, 2.40
social secruity frmds,4.9,4.111-112 valuation of, at writte,n down value,3.74
cenhal govcmment, dcfined,4.122 See clso flows and stocls
local govemment, dofined,4.l27 stomge serviccs,6.64{5,6.104-109
as scparato instihrtional ürJlts,4.1t2,4.122 and holding gains, 6.105-109
social security funds sub-sectc, dcfind,4.130 and seasonal fluctutions in prices, 6.108
social security schemes, E,63 sEnctnrcs (dams, roods, ctc.)
characteristics of 8.64 work-in-pogress on, 10. 110
compared to pensiorschcnrcs,4.llt Scc also buildings and structw€s
as type ofsocial insurancc eclrcnrc, 4.111 shrdents
social hansfc,rs in kind, 3.41, 3.4243,6.174,8.7,8.19-23, cmployme,nt s atus of,1 .24
8.99-100,9.10, 18.2 non-rcsideirt, 14.20, l4.ll0
define{ 8.99 subeidiary corporations,4.3S
categories of,8.22 defined,4.32-33
complerne,ntaryclessifications of,19.27 of directinvesünentcorporations, 14.152
effect on saving,9.3 residence of,4.l6
governnrent policy reasons for, E.1ü) subsidies,7.71-79
payable/receivable inrcdisüibution of incomo in kind d€fined,7.7l
accounl 8.21 vs. capital harsfem,7.72
povided by cntcrpriscs in planncd cconomics, 19.31-35 as component of purchascrs' price, 15.26
rcccding of, 3 .43,8.3842 receivable, in generation of income account, 7.5-7
valuation of, 16.135 vs. social benefits,7.72
socio-economic haractedstics, houeeholds classified by, in See also taxes lass subsidies
SAI\,ts,20.126 subsidies on production, other, 15.52
socio-economic indicatots &funied.,7.79
derived from SESAIUE,20.33 subsidies on poducts,7.73:78,15.52-53
shown in satellite tables, 20.29 &fllnied,7 -73
software. See computer softwarc price and volume measures of, 16.145
soil crosior, 21.132 subsidies on prcducts, other, defined, 7.78
special drawing rights (SDRS), ll.6il-68 subsoil asscts
define4 11.67 defincd,13.59
as assot, 11.16, 11.59 acquisitions and disposals of, 10.126-129
cnoationandcanccllatiqrof, 11.21, 11.68, 12.50 additionstolevelof, 12.15-16
inextemalaccount, 14.135 costsofownemhiphansferon, 10.128
valuation of, 14.52 depletion of, l0.l27,l2.3l
tansactimsft\ 11.6768, 14.156 rent on,7.132-133
valuation of, 11.676t, 13.65 leasing anangements, 10.129
specific curentbansfc, e (eatellitc accormting),21.73 valuation of, 13.60
standardof living, internatioralcomparisons, 16.7E supply andusctables, 1.16,2.2lE223,table2.l0,l5.t-12,
stategov€,ntm€nt,characteristics,4.l24-127 15.54-l19,table l5.l
statc governmc,nt sub*cctots aggregate statistics that can be calculated ftom, 15.111-119
dofinc4 4.123 in cental frameworkof SNA,2.88,2.219-221
alüernativg &fined,4.131 inputoutput tables derived from, 15.122-123,15.137-t49
statistical indicatons for key activitios a@ounts, 19.53, tablc 19.4
rcgional 19.!)6 purposcsof, 15.3,15.121
slpft-tcdn, end quartedy acconts, 19.E4, 19.86 as frameworkforconstant pricc cstimation, 15.161-161
dock apprcciation, 12.67 . $cc als holding gsin{loeecs as framework for data compilation (and consistency
stockg,3.l check),16.4
defined,3.66 asstatisticalframework, 15.143
analysis and recoding of, in SNd 2.7-17 reduccd format, simplificd fon pedagogical usc, 2.213-218
changesin, 1.11,2.9,2.&,3.4,3.66, 162,20.29 SAlvlsderived früll.,20.4447
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valnation methods used in,2.76
See also supply table; use table
supply table, 15.60-70, trble l5.l
layout of, 15.60-61
taxes shown in, 15.51
hade and hansport margins in, 15.44
and use table, balancing with, 15.57-58
valuation of enhies at basic prices, 15.57-SB
supra-national accounting, 20.128
surface water (akes, ob.), l0.l2l
rcnt on, 7.129
surveys
economic data compiled ftom, l.3O-3l,l.@6
See also household suryeys
swaps, 11.37
cenhal banh 11.33
system of Economic and social Accounting Mahices and
Extensions (SESAI\4E), 2O.Zg -33
theoretical, modelitrg, and forecasting uses of, 20.31-33
Sysüem of Environmental Economic Accounts (SEEA) ,21.123,
21.134,21.137-196
layout of account,2l.l4l-147, table 21.6
System of National Accountrs (SNA)
accounts of. See accounts of the SNA
alternative and complementary conoepts to, 21.2-3
in SAh[s,20.36
in satellite anallsb, 2l .44, 2l,L2O, 2l .149 -186
alternative statistical methods allowed by, I .4042
applied to various circumstances, 19.l-96
cenhal framework of, I . 1 5- 1 8, 2. 88-90, 2.21 0, figure 2. l
changes from the 1968 system, annex I
as a complete, integrated, üd consistent system, l.l-3,
l.29-30, 2.24, 2.16, 3.24, 14.2_3, 2l .t
coneepts and classifications used by, I .19-28,l.4}-s7,2.1-s3
development of and rcvisions to the system, 1.39, L.44, L.46,
*"""###TJ*of, l.re, l .48-s7,r.se, 2.r-s3
flexibility allowed in use of, I .4042,2.239-244, Ll.15,
lg .4-6, 20.34, 21.24, 21.36, 21.45
national variants of, I .29-30, 1.37, 1.4042, 2.37 -38, 2.239,
11..15, 11.55
and other statistical systems ,1.4347
purposes of, 1.1-3, 1.2943, 1.82,20.130-135
rclation with business accounthg, 1.58-67 ,2.177,3.77
relation with @onomic theory 1.59
simplified reporting of economic activities by,2.r3-r4
used by national and international statistical offices ,l.jg
See also national accounts
System of Sntistical Bahnces of the National Economy (United
Nations),19.32
tangible fixed assets
defined,13.37
acquisitions less disposals of, 10.62-88
categories of, 10.34
valuation of, 13.3840
tangible non-produced assets
defined, 13.53
classification of, 13. 18
taxes
&fined,7.48,8.43
accnral basis of rccordhg, 7.59&, 8.49-50
collected by one government unit on behalf of another, 3.39,
8.91
as component of purchasers'pri"e, 15.26
*direct' and *indir€ct" (discontinued t€rns), 7 .5Or8.43
vs. fees rT.55r 8.45, 8.54
IMF and OECD classifications, 7.56-58, 8.46-48
inüerest and penalties for evasion or late payment of,7.61,
8.51r 8.9{i
payable/receivable, valuation of, I 3.8 I
pay-as-you-earn (PAYE) taxes, 8.52
SNA categories of, 7 .57 -58, 8.47 48
time of recording of, 3.90, 3.9
as transactions without counterpart, 3. 14 r 3.I9-2O
as transfers, 8.43
See also taxes less subsidies
taxes and duties on imports, excluding VAf, 7.&-67
defined,7 .&,15.47
taxes less subsidies
effect on
GDP and value added, 2.'15,6.233-236
valuation, 2.7 | -7 4, 2.215, 3. 84
in external accounts, l4.l2l
netting of,2.84
payable/receivable
in allocation of primary income account r'1.13
shown in use table, 2.2151 15.93
See also subsidies; taxes
taxes on capital transactions, 7.69
taxes on financial transactions, 7.69
taxes on imports, effect on GDP, 6.235
taxes on imports excluding Vr\T and duties, defined ,7.67
taxes on income
defined,8.52
time of recording of, 8.52
taxes on international transactions, 8.54
taxes on land and buildings, 8.53
taxes on production, other, 6.229-232,'1 .49, 15.46
defined,'1.70
sub-categories of, in SAlvts, 20.79
taxes on production and imports,T .2,7.48-70,15.46
defined,7.49
payable, in generation of income accountrT.S-7 r7 .51-54
receivable, in allocation of primary income account rT.Sl-54
taxes on products, 6.233,7 .49,7.62-69, 15.45-51
defined,7.62, L5.47
price and volume measures of, 16.145
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taxcs on ptoducts, excep VAT, import andcxport taxcs, dcfino4 mcasuremcnt of,6.111-114
7 .@,15.47 Scc abo fadc and tnnsPort msrgins
taxcs on specific scrvices, 7.67, 7.69 hado statistics, 14.67
technical assistanc€ personncl tading gain{locses, ft,onr chengce in terms of tadc, 16.151-156
salari€s of, 14.18 baining of staff, Eeatcd as intfincdiatc consumption, 1.51
paid ft,orn qnc govemmentto afrother,8.9l tensection accormts,2.l52-160
heated as non-resident, 14.18 as dummy accormts,2.94,2.l52,20.20'22
technology of productior,5.2,5.23,l5.l4-149 cxample,tablc 2.6
t€nn dopcits, 11.72 layout of,2.152,2.1ff,2.L98,frg.rrc2.2
tcuns of tade, 16.15l-156 halrsactions, 1.12,2.24-39
territorial watcrs, 14.9 &fino4 3.12
l}rf', L2.47 in accormting matix, singlo cntsy for, 20.9
how recordcd classificatiqr of,2.2y33,18.1-14
not as tansaction,3.55-56 conpcitc
notproduction,6.33 tocoding of,2.27,2.38
,, 
'timcof 
recoding,2.636,3.E7-ll3 timc of rccoding of,3.106
consistoncy requirorncnts,3.3,ll.4749 compulsory (e.g., taxes),3.14
in extemal accorurt,l4.53:76 csrsolidation of, 2.80'.84, 3.12L-122,2O.1t
time rcvcrsal test, 16.24 and counterpart (quid pro quo), with and without,1.25,2.27 ,
tools, small,6.l5E, l0.et 3.lE-20
total consumpion, 9. 11 currcnt, aff€cting net wofih, 2. 151
total economy division of, into sub-accounts, 20.14,20.17
defino4 4.15 in cxtcnral account, valuation of, 14.78
balance slrcel 13.2 imputed. See imputed hansactions
oqnations for, table 2.4, urnex to chap0er 2 institutiond rmits linkcd by,l.l2,2.l4-15
layout of, 2.20G.201 shown in SAIt[s, 20.35
models for, 20.27 ,2O.13(J-135 int€rnal. Sec intcrnal hansactions
nctworthof, 14.156 inkind,2.36,2.38
prceented in accormting nnbiccs, 20.23 monctary, 3.1G33
timo of recording of, 3.95Scc also national economies
total uscs of rcsidc,nt rmits (satellitc accorurting), 21.77 valuation of, 3.71
tourism,2.246, 14.110-111,21.37,21.45 non-monetaqf, 1.12,1.72:15,2.28,2.36,3.3443
key sectoraccorurts for, 19.60 valuation of,3.34-35,9.27-30
in satellito accounting, 21.16 vs. othcr flows, 3.11
covcrage of natioral expenditure, 21.61-81 partitioning of, 3.28-30
tadc (wholcsalc and rctail) and valuation,3.78-80
sales/rcsales, recoding of, 3.30 principals vs. intermediaries, recording of, 3.31-33
tade and tansport rnargins iq 15.4044 purposcs of,2.5$-53,2.235,18.1-14,21.36-38,21.4143
recoding of, 1.12, 2.57 -59hade and hanspor,t margins, 15.40"44
as conponc,nt of putrhascrs'price, 15.2627 geNrenl principles,3.12-56
cffoct on valuation, 2.71,2.76,2.215, 3.84, 15.4U44 types that are not recorded as obe€rved,2.27,2.34-35'
rccordcd in eupply and uso tabh, 2.215 2.38,2.59,2.210, 3.23-33
values at which Fcordcd, 1.72-75,2.61 :7O, 3.34'35Scc also hadc margins; tampott nargins
tadc and nmsportrnargins, taxcs and $bsidics on poducts, rcrouting of,2.120,3.24-27
tableof, 15.43, 15.59, 15.61,tablc 15.2 timcofrecodingof,2.636,3.97,t9.76.73
tddccrodibandadvanccs, 11.1ü) two-uniq 2.25,3.1243
as asset, I l. 16 types of (not classifications), 3.15-22
in cxtcrnal accounts, 14.136 hansactions in financial instruments,2.32,ll.l3-L5, table 11'3
loanstofinanco, 11.83 ffilcd,2.32
haneactkins, l1.lü) accoutingrulcs for'll.44-52
rmusually lorg, inminglodtalsaction,3.EO analysis of, by scctors, ll.l03-1ll
vduationof, 13.81 classificationof, ll.l, 11.53-l(2,tablc 11.2
tadcrnargine (wholcsalc and rctril),6.216217,6.U and dcteil of reporting, 11.54-55
dcfino46.ll0, 15.41 countc,rParts of,2.32,11.9-12 5
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creditor/debtor rclations, table of , 2.22il2go,table z.!l
exceptional cascs, 11.29-33
in external account, time of recoding of,14.74-7G
identification of, I 1. 14- 15
involvlng qthcr f-urencial inshtrments, ll. n-l2
netting and consolidation, I 1.50-52
recording ofr2.138-139 12.225-230, I l. l, I l. 13, I 1.54-55
differing requircments for different sectors and counhies,
I1.55
time of recording of, 3.100-l0l ,11.4749
t'"es that affect net worth, 2.151
valuation of, 11.4{{6
hansactions in goods and services r2.3O
counüerparts in financial account, 11.9-10
recording of , 2.154- 1 59
valnation of,2.73
hansactiorn in ldnd
time of recording of, 6.56
valuation ofr 6.56
transfer costs. See costs of ownership hansfer
hansfer in kind, defined,8.27
hansfer pricing, 3.7 9, 6.82
of exports, t4.43
hansferability of assets, 11.56
hansferable deposits
defined,ll.7l
as asset, 11.16
hansactions, ll.7l
hansferable leases and concessions, 10.130
hansfers, 8.27 42, 10. I 3 1
defined,8.27
capital, defined, 8.31
cash, 2.118-121,3.21
complementary classifications of , L9.25
current vs. capital,3.22, 8.3, 8.321 10.133- 134. See also
capital hansfers; currcnt transfers
borderline between, 8.33
enlarged concept, satellite analysis of , 21.24-25
in ext,ernal account
time of recording of, 14.79
valuation of,14.46
implicit, satellite analysis of , 21.24-25
'non-monetary, 3.21
non-specific benefits, 8.28
recording of, 8.3442
on accnral basis, 8.4
satelliüe analysis of, 21.22-29
as trarractions without counterpart, 2.25, 3.19-20
types of (not classifications), 3.21-22
trarrsfers in kind, 3.21,3.4043, 8.19,9.32, l0.l3l
transfers in kind, except social hansfers in kind, recording of,
g.3G3g
trarrsfers of individual non-market goods and services,g.2z,
8.105-106
defined,8.105
time of rccording of, 8.106
hansition aeonomies, 19.30'35, 19.45
hansport charges ,6.216217 ,6.221, 9.66
hansport equipment, international hansactions in, 14.9l
hansport margins (wholesale and rctail), when separately
recordcd,15.42
See alsotrade and hansport margins
hansportation accounting
coverage of national expenditure in a satelliüe account,
21.61-E I
in satellite accounthg, 2l.ll
hansportation costs
and cost of goods, 14.90, 15.42
of exports and imports , 14.3642,14.105-107
who pays{oq 15.42
hansportation services
as ancillary activitn 6.103
of goods,14.105-108
international, 14.94, 14. l(X-l I I
measurement of output, 6. 103
of passengen, 14.109
transportation units, international, residence of, 14.lM, 14.108,
14.1@
travellers , 14.16
business and private, 14.111
turnover taxes, 7 .69
uncompensated seizures, 3. 60, 12.38 40, l4.l4l
nnderground econom y, 6.34-36
nndenvritels, servicspaymenß to, I 1.46
unemployment . S e e employment/unemployment
unemployment benefits, 8.56, 8.78
unfunded employee social benefits, 7.35-36
defined, 8.80
rurincorporated enterprises, 4.4
entrepreneurial income of, difficulty of estimating, '1.19
residence of, 4.16
unincorporated enterprises own"d by gbvernment, 4. 106-1 10
unincorporated enterprises owned by households, 4. 1 1
expenditrnes of , 9.47 48
market enterprises
characteristics of, 4. 144-146
defined ,4.144
output for own final üs, 4.146-150
defined ,4.147 ,4. 148-150
when not treated as separate units, 2.2O
See also quasi-corporations owried by households
unincorporated enterprises own"d by non-resident units, assets
of, treated as financial claims,14.133
unincorporated financial enterpriss, 4.82
unit of homogeneous production (UHP), 2.44, 2.47, 2.48, 3.49,
5.2, 5.45-47, 15. 13-14, 15. 107
rurit value indices, 16.13
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unitary exchange rate, 14.80-81
units. See institutional units
use (absorption) mahix. See use table
nse of adjtrsted disposable income account,2.l28-l29,table 2.1
(account U.4.2),8.4142, 9.5, 9.9-l l, table 9.2
nse of disposable income account ,2.126-12l ,table 2.1 (account
II.4.1), 9.5-8, table 9.1
sectors for which relevant, 9.5
nse of income accounts,2.125-130, table 2.1 (account II.4),
9.1-98, table 9.1, table 9.2
two versions of, 9.l4r9.l2-14
use of non-produced nattral assets (SEEA concept), 2l.l5fil67
nse tabl e, 2.215 -217, 2.236-23 8, table 2.1O, 15 .7 I - I 1 0, table I 5. I
industry breakdown table in, 15.96-105
layout of (qnadrants), 15 .7 1-77
valuation of entries
at basic prices, 15.59, 15.129-130, table 15.4
at purchasers' prices, I 5.57-58
nser{teneficiaries (satellite accounting), 2l .82-86, table 21.3
non-monetary data about, 2l.ll2
uses of goods and services, 9.3540
changes in coverage, as result of satellite analysis of,
21.29-32
recording of, 3.83
valuation of, at purchasers'prices, 15.34
use{national expenditurc. See national expenditure
valnabls, 6. I 48, 9.45, I 0.28, I 0. I 0 1, 10. I 16.lll
defined,lO.7
acquisitions less disposals of
shown in use table, 15.E5
costs of ownenhip hansfer, 10.117
economic appearance of, 3.59, 12.23, 12.24
examples of, 10.7, 10.116
recording of, 10.117
valuation of, I3.5O-52
valuation
of assctrs, 10. 13-14
in balance sheets, 13.25-35
of hrterr 6.55
basis of,6.2W-2ll
consisüency requirements, 3. 3
of environmental assets and costs, 2 l. 138
in exüernal account, 14.35-52
various units of account used fo414.77
of financial hansactions, ll.4y',46
general principles, 2.61 -70, 3.70- 86, 15 .25 -3 I
of household final conumption expenditure, 9.ffi47
of internrediate consumption, 6.22ü221
methods of , 2.7 l -7 9, 2.199, 2.215
at constant pnceq 16. 19, 19.79
estimated, 1.7 2-7 5, 3.Y, 3.7 2-7 7
in real tenns, 2.77-79
iri tcrms of money (actual or estimatcd), 3.10, 3.16,
3.70-71
in üerms of prices, 1.12, l.'12, 2.68-77
of output ,6.218-219
of sales ,6.54
value
changes in, price and volume components,20.29
commensurate and additive, 16.9-10
and price, distinguished, 16.9
value added, 1.6, 6.222-232
defined,6.4-5
as balancing item in production account, 2.108-109
defined,6.4
at basic prices, defined,6.226
calculation of, 1.6, 2.7 4, 2.17 6, 16.5
chain indices for, 16.6347
cost ac@unting principles and, 1.62
by estimated volume change of inputs ,16.70
in high inflation, 19.72-73
short-term measures, I 6.70
classified by sectors and industries, 15.106-110, table 15.3
effect of ancillary activities on,6.177
effect of rental of assets,6.176-178
at factor cost, 6.229-232
gross and net, 1.6,2.176,6.4
valuation of , 6.222-224
at producets' prices, defined, 6.227 -228
as resouroe in generation of income account rT .4
submatrix for, in SAtvIs,20.99-l@,table 20.6
summed as GDR 2.1'12,6.233
uses ofr7.5
shown in use table, 15.91-95
valuation of, 15.37-39
at basic prices, 15.37-38
in constant prices, t5.162
depending on valuation of output at basic or producers'
prices (alternate measufes), 15 .37
at factor cost, 2.'14r 15.39
volume measures for, 16.60-70
value added type taxes (VAD, 6.207'214,7.6,15.48-51
defined, 7 .63, 15.47, I 5.48
characteristics, 6. 208
deductible, 6.210-214, 15.48, I 5.50
defined,6.209
effect on GDR 6.236
effect on valuation, 2.72-73
gross and net recordings, 6.210-214
invoiced, defined, 6.2W
and net recording of output, etc., 15.49, 15.51
nondeductible, 6.213, 6.216-217, 6.221, 15.50
defined,6.209
hansactions to which not applied, 15.50
vertically integrated enterprises, 5.31-34
vineyards, orchatds, plantations, 10.88
volume changes in financial assets and liabilities tl.e.c., other,
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12.49-54- we[are,9.E2
micce[anous' 12.5a aggrcgate statistics (liko GDP) as indicatcs of, 1.2, 1.68-82,
volrm changcs in nqr-finmcial arscts ne.c., other, l2.4l4} 2.17g-lg0
volurnoincrcascs, 16.ll-12 analysisof,6.19-22
mcasurcd dfucctly, in high inflation, 19.78 non-ccorpmie cvente influcncing, l.Z7_g l
volumc indiccs, l.l7-lE, 16.11-13 willingncss-te,pay principlg in cnvironmcntal accormting,
indircctly ncasurcd frorn pie indiccs ,16.13/l,-lg2 Zl.lg3
intcrnstiond, 16.78-104 wilhdrawalg from income of quasi-corporatiors, 7.lli_ll7
intcrtompcal" 16.14-30 dcfinc47.ll?
volnmcrnceguroer 2.TT:79,16.1-161 w. procode fronr salo of assets, ?.llg
daivcdftun input-output trblos, 15.f72 w. withdrrwals of rescwcs, T.llg
'whtntary' unts bgiming with. &c nen word of term
pricc of (hornly rato), 16. 143
wagesandeelaics quantityruritof (anhour), 16.143
dcfino4 7.32 rernuncration fc,7.2l
incesh, covecagc, 7.33-K upaid, vohmtary, Z.21
in Hrd, 3.38, 7 .3742,19.30,19.33 Scc also employmcnt/unemployment; labour
ovaaga,7.3942 wo*-in-progress,6}g4[,6.72-79
rcasonsfor,7.37 advancesfor, ll.lü)
valuticrof,7.38 inflationaffecting,6.79, 19;2:73
payable/roceivablc,valuatiorof, 13.81 ininventories, l0.l02-ll0
war besesduring, 10.105
cffcct on asscls ard liabilitics,2.26,2.140,3.@ recording of,3.lO2, lO.lO3-lO5
cffectqrwolfarevs. cffectoncDR 1.80 onstructures, 10.110
warrants, 11.41 timeofrecordingof,6.T6
valuation of, 13.70 vahation of,6.77-7g,l}.l}3_l}5
wastc dispcal ecrvices,2l.l64-166 workers
watct' piped' 14.9 who ate absent from their country for over one year, 14.17-lg
watct rcsorrccs, baought into cconomic use, 12.19 who leave their country for short periods (border wokers),
watcß surfeces. ,Scc surface wat€r 14,16,14.117
wcalth writedovm. Seedepreciation
analysis of, data collcction for, 19.19
rcdiehibutiqr of,3.22 zerocoupon bon ds,ll.77,l2.ll0, 13.69
fromholdinggains, 12.80 measurcmentof intercston,T.l0l-l02
weapons, dcshuctivg 10.65
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